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The special reports listed below, 

prepared by the EIR staff, are now available. 
1. 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. 

2. Energy and Economy: Mexico in the Year 2000 
A development program for Mexico compiled 

jOintly by Mexican and American scientists. Con­
cludes Mexico can grow at 12 percent annually 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. 

3. 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. 

4. 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. 

5. The Real Story of Libya's Muammar Qaddafi 
A comprehensive review 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. 

6. 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-2 scandal that collapsed the Italian government 
this year; and in the Federal Reserve's high 

interest-rate policy. Includes complete member­
ship list. $100. 

7. The Global 2000 Report: Blueprint for Extinction 
A complete scientific and political refutation of 

the Carter Administration's Global 2000 Report. 
Includes a review of the report's contents, demon­
�trating that upwards of 2 billion people will die if 

its recommendations 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, EI Salvador, and Africa; analysis of en­

vironmentalist effort to "re-interpret" the BitJle in 
line with the report. 100 pages. $100. 
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From the Managing Editor 

'W hatever tends to increase the power of man to associate with his 
neighbor man, tends to promote the growth of commerce, and to 
produce that material, moral, and intellectual improvement which 
leads to freedom," wrote Henry C. Carey, later an adviser to 
President Lincoln, in 1853. The transportation system of the United 
States offers an example par excellence. 

Only a few years ago, that system was in all respects the world's 
best-despite underfunding of highway maintenance, austerity­
wracked urban transport, neglect of water-freight needs, bankers' 
savaging of the rail network, and stagnation of air-carrier technology. 

Instead of addressing those unnecessary deficiencies, the Carter 
administration began (with the collusion of Sen. Ted Kennedy and 
other congressional saboteurs) to tear apart that bicentennial success. 
The method was deregulation of trucking and airlines. 

One reason they succeeded is that "deregulation" is a semantic 
trick. The buzz-word was designed for partisans of business growth 
who equate it with ending absurd paperwork and the like, or with 
what they unreflectively imagine to offer a competitive remedy for 
inefficiency and mismanagement. 

. 

Nonsense. Deregulation of transport is de-industrialization. It is a 
giant plank in Paul Volcker's British-inspired platform of turning the 
United States into an impotent federation of bombed-out regions. 
with no memory of America's past technological greatness and polit­
ical passion. 

The competition envisaged under this program is the competition 
of the 1930s. In this light, it is instructive to review the commentary 
on Braniff International Airlines' recent collapse. The pundits accu­
rately take note that the company was finished off by the combined 
effects of deregulation and Mr. Volcker's so-called recession. 

But, you are told, this is a case of slashing deadwood and rejuven­
ating the free market. "Deregulation gave Braniff the latitude to' 
make errors. Such freedom is what free enterprise is about, and it is 
difficult to believe the country would be better off without it." Who is 
speaking? The liberal New York Times, which, like all liberal spokes­
men these days, is a raving Friedmanite proponent of deregulation. 

We would love to give the Times editorial board the full freedom 
to consume salmon containing certain deregulated microbes. But 

among those who have been coddled into. tolerating the idea that 
deregulated survival-of-the-fittest means anything other than the 
triumph of Paul Volcker's insane slaughter, many can be enlisted to 
defend the American System of material, moral, and intellectual 
improvement. Let us enlist them. 
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Group of Thirty plans 
for post-crash controls 
by Richard Freeman 

The Group of 30, the bankers' consulting group to the 
I nternational M onetary Fund, is demanding that a 
new international  ban kers's council be created that will 
dictate al l  new credit flows to private borrowers and 
governments in  the increasingly likely event of  a world 
financial co l lapse . This counci l ,  dubbed a "Consultative 
Group for I n ternational  Banking ,"  would be composed 
of  central banks ,  commercial banks ,  and the Bank for 
International  Settlements, the Swiss-based fin ancial 
command center that stands behind u.s. Federal Re­
serve Chairman Paul V olcker. 

A G-30 report released M ay 3 states: "The growth o f  
the internationa l  banking system has increased t h e  po­
tentia l range of  problems created by bank failures . . . .  
Moreover, the transnation al structure of the internation­
al ban king system and the potential g lobal  spread of 
contagion have en ormously complicated the manage­
ment and reso lution of bank failures and distressed bank 
situations .  " 

This brings the G-30 to its central concern: who is the 
lender of last reso rt-normal ly a task undertaken by 
centra l banks-during a fin ancial crisis? 

"Debates abo ut dealing with distressed ban ks  in an 
international context have tended to concentrate on  lend­
er of last resort facilities, " the G-30 report, entitled 
" Risks in In ternational  Lending ," states. The G-30 pro­
ceeds to nominate its internationa l  counci l ,  which in­
cludes the central ba nks ,  as the new supranationa l  final  
lender of last  resort to the ban king system of the West . 
The international  co uncil wo uld take credit negotiations 
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with individ ual banks out of the hands of sovereign 
underdevelo ped n ations ,  and force these nations to crawl 
to a private bankers' consortium to obtain essential new 
credit . 

The international bankers council ,  it is also expeFted, 
wo uld be  used to enforce the demand put forward M ay 7 
by a London merchant ban ker, who also heads one of 
Engl and's  most powerful  families-that in order to re­
ceive a new credit line, an underdeveloped nation would 
have to put up 80 percent of that loan as security i n  the 
form of ind ustrial and other assets of  the nation itse lf. 

Third W orld nations have not had to col lateralize 
their government loans since the period prior to World 
War I ,  when colonialism stil l reigned.  U n der the Group 
o f  Thirty's internationa l  council ,  the developing sector' s 
mortgaged belongings would pass straight to financial 
front men for ZUrich and Geneva , the retainers of the 
m odern descen dants of the o ligarchical doges of Venice ,  
and the royal  household of  Britain . 

Who is the Group of 30? 
A glance of the roster of names of the "financial 

experts" who comprise the Group of 30 confirms the 
point .  The authors of "Risks In I n ternational  Lending," 
include: 

• Geoffrey Bel l ,  director  of Schroeders Ban k I nter­
nationa l ,  the bank that fin anced Hitler' s rise to Qower 
in the 1 930s; 

\ 

• Rainer Gut ,  speaker of the executive board for 
Credit Suisse, one of Switzer land's  top three banks ;  
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• H en ry Wallich , governor  of the U .S .  Federal 
Reserve Board, whose ususry pol icy s ince 1 979 has 
brought the United States i nto depression; 

• Dennis Weatherstone, chairman of  the executive 
committee of M organ Guaranty Bank ;  

• John Heimann,  former U .S .  Controller o f  the 
Currency, and now chairman of  the executive committee 
of Warburg, Pari bas ,  Pincus; 

• Peter Cooke, chairman of  the Basel Committee o n  
Banking Regulation a n d  Supervisory Practice, which 
has proposed drastic credit contraction;  and 

• Edmond Safra, a Lebanese banker and chairman 
of the Republic National Bank o f  New York, who is 
one of the world's biggest gold dealers and d irty-m oney 
specialists .  

The New York-headquartered G-30 was formed in 
1 9 79 as an advisory body to the I M F. I t  i s  chaired by 
former I M F  managing director Johannes Witeveen . I t s  
advisory body , which includes some but not a l l  of  the 
above authors of the " In ternational Lending Risks" 
report, i s  composed o f  strategically picked representa­
tives from ol igarchic fami l ies and their financia l  power­
bases around the world, i ncluding Robin Pringle, for­
mer editor o f  Banker magazine,  the executive d irector 
of the G-30; Abudul Aziz Alquraishi , governor of  the 
Saudi Arabian M onetary Agency; Roberto Campos,  
Brazi l ian Ambassador to London;  Janos Fekete, deputy 
governor of  the National Bank o f  H u ngary, A lexandre 
Lamfalussy, head of the monetary and economic de­
partment of the B I S; Jacques M aisonrouge, chairman 
o f  I B M  World Trade; Chri stopher M c M ahon ,  deputy 
governor of  the Bank of  England;  Tomaso Padoa­
Schioppa , director general for economic and fi nancial 
affairs o f  the European Comm unity, and one of the 
more powerful Venetian financiers; Claude Pierre-Bros­
solette, chairman of Credit Lyonnais ;  Robert Roosa, 
partner of  Brown Brothers H arriman and former U .S .  
Undersecretary of Treasury; Anthony Solomon,  presi­
dent of  the N ew York Fed; and Cesar Verata, Prime 
Minister of  the Phi l ippines and chairman of the I M F  
and World Bank Development Committee. 

'Too much lending' 
The report begins by stressing the overexposure of 

al l banks to international  lending .  "Whi le borrowers 's  
debt burdens have grown," it  states "so have the relative 
magnitudes of  ban k's international loans in loan port­
fol ios .  Recent U .S .  data highlight the growing impor­
tance of LDC borrowers: the aggregate exposure o f  the 
nine largest U .S .  banks to LDC's has increased from 
1 1/2 t imes total capital in 1 977 to more than double 
capital in 1 980, and by the end of  I �l50 there were 80 
instances of  U.S. banks with exposure to single LDC's 
greater than 30 percent o f  capital funds ."  

The  findings were ordered wri tten up by  former U .S .  
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Comptrol ler of  the Currency John  H eimann and Geof­
frey Bel l  o f  Schroeder' s I n ternational ,  two leaders o f  the 
G roup of  30.  The writing was executed by members of 
the staff of H eimann's  Office of Comptrol ler of the 
Currency (OCC):  C . F .  M ackenfuss I I I ,  former Sen ior 
Deputy Comptroller for Pol icy, and Steven J .  Weiss and 
Judith Walter, the d irector  and deputy d i rector o f  the 
OCC' s  Strategic Analysis Division .  

The  report focuses on  two  essential  points :  I )  com­
mercia l  banks in  the advanced sector  have len t  too 
much both to the Third World and the lower rung of 
advanced sector n at ions ;  and 2) there i s  no  way of  
curbing th is  international lending within current politi­
cal  geometries because banks are bent on  preserving 
their narrow self- interests and thus by dispensing funds,  
inadvertently providing the finances for industria l  activ­
ity to be continued . 

The report concludes, often expl icit ly ,  that this 
lending m ust be s lashed and then pol iced by a body that 
transcends n ational  borders and interests . One is re­
minded of the writings of Thomas H obbes, who rec­
ommended the dictatoria l  o versight of a " Leviathan" 
to regulate the over"competing war o f  al l  against a l l .  In 
this case,  the BIS and central  banks wi l l  regu late the 
banking system " for its own good ." 

With regard to the banks'  propensity to lend too 
m uch,  even for such things as raw materials and n atural 
development ,  the G-30 report warns with const�rnation 
that , "there a re past instances, for example ,  of banks' 
enthusiasm for lending being b ased on a country' s 
natural  endowment with a concomitant realistic ap­
praisal of the country's abil ity to manage i ts natural 
resources [emphasis in  original] . "  

Second ,  the G-30 study compl ains ,  banks constantly 
disregard country r isk danger signals and do n ot l i sten 
to guidance from above. " In  the end ,"  the report states, 
"even very sophisticated country-risk assessments may 
be overridden by other considerat ions . . . .  There is  sti l l  
a tendency for individual  banks  to pu l l  i n  different 
direct ions .  Divisions  among banks during a t ime of  
crisis tend to be  a long  n ational l ines . The  divergence 
may have any number of roots , i ncluding . . .  po litical 
pressure from home governments . " 

Third, the commercial banks a re often powerless to 
act aga inst a developing-sector borrower. Official LDC 
debt reschedul ings,  according to the G-30 report ,  have 
been conducted by the Paris Club , a grouping o f  
government representatives of  len der nations .  B ut ,  re­
ports the G-30,  meetings of the Paris Club have broken 
down recently , because the commercia l  banks are be­
coming more involved in Third World lending, and are 
not represented at the Club .  " I n  the case of  Peru [in 
1 976] ,"  the report states, "the banks discovered that 
they alone did not have the sanct ions to impose condi­
t ions for economic  adj ustment"-that i s ,  the abi l i ty to 
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impose austerity condit ionalit ies on the debtor nations,  
as does the In ternational M onetary Fund .  

The Group of 30 therefore demands that  i t s  pro­
posed counci l  of  commercial banks, central banks, and 
the Bank for I n ternat ional  Settlements, assume the 
fol lowing prerogatives: 

• Setting "sovereign r isk" :  The internat ional  coun­
cil would determine which countries have debt  loads 
that wi l l  not be refinanced.  The counci l ' s  standards wi l l  
be much tougher, the report makes c lear. 

• Reschedul ing: Com mercial  banks would be 
forced, according to a plan devised by Swiss henchman 
Henry Wall ich, to set aside loan loss reserves; and write 
off certain Third World loans .  

• "Co-financi ng" with the I n ternational  M onetary 
Fund:  The I M F  would become the enforcer on  loans .  
The G-30 also specifies a p lan whereby debtor govern­
ments would be required to k ick in a certain amount of 
tax money as insurance for the private banks on their 
loans .  

• Dictat ing lending terms, including interest rate 
levels ,  maturity terms,  and rol l-over agreements.  

But even these powers are n ot enough, as a member 
of the British nobi l ity, whose ancestor was the fin ancier 
behind the Stuart restoration i n  1 603 , indicated in 
d iscussing his  demand that debtor n at ions put up 
physical col lateral on  80 percent of  their loans .  

"The old fami lies of  Europe are meeting and decid­
ing where to put their money when the financia l  crash 
occurs," this merchant banker explained.  " I n  fact, I j ust 
had d inner the other night where we discussed this 
subject . M any are putt ing thei r m oney into either cash , 
property, or .the favorite government stock of  their 
choice .  

"We know that  the  Third Wor ld ,  particularly Latin 
A merica, i s  mak ing approaches to central banks and 
commercial banks to get con firmed credit l ines .  The 
banks want a safety net for thei r lending, and the Swiss 
are plan n ing to ask that 80 percent of  the loans they 
make be secured ."  

What th is  arrangement means ,  particularly with the 
investment trusts of  the ol igarchy ( the fondi) buying up 
their "favorite government stock ,"  i s  that once the 
debtor governments are thrown into default ,  the wealth 
of a nation, its national patrimony, wil l be turned over 
to the fondi. 

This is the system that permitted the British to take 
over and loot Egypt in the 1 9th century. Increasing 
percentages of  the Egyptian cotton crop and govern­
ment assets were mortgaged to Baring's Bank and other 
British banks,  and when after a success ion of  usurious 
"refinancings" the Egyptians were no  longer able to 
pay, the Bri ti sh mi l itary was sent in to enforce "orderly" 
debt col lection arrangements and to assume pol itical 
power in Egypt. 
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Congress to force 
a debt default crisis? 
by Richard Freeman 

The offices o f  Sens.  Daniel M oynihan (D-N . Y . )  and 
Robert Kasten (R-Wisc . )  reported M ay I I  that the Sen­
ators will introduce an  amendment this month declaring 
i n  default  the nearly $ 1  bi l lion  debt of  Poland to the U .S .  
govern ment a n d  i ts guarantee agencies . Jerry Lewis  (R­
Cal if. )  reported M ay 1 2  that he will i ntroduce a s imi larly 
worded amendment into the H ouse at the first opportu­
n ity .  The purposes of  the amendment, according to its 
sponsors, i s  to "curb the money avai lable for the Soviet 
mi l i tary bui ld-up," and to demonstrate that "detente 
now is over. "  In fact, the amendment,  as its sponsors 
are well  aware, may be the trigger for a generalized 
1 93 1 -style bank ing collapse. 

Poland has $25 b i l lion in total outstanding foreign 
debt . Written i nto its loan agreements i s  what i s  called a 
"cross-defau lt clause," which says that i f  any one creditor 
of Po land declares the country in default ,  all other credi­
tors m ust do l ikewise. The government and banking 
system o f  West Germany a lone have $6 bi l l ion in loans 
to Po land . A lt ho ugh the total  U . S .  publ ic and private 
ban k lendi ng to Poland is not thought to exceed $3 
bi l lion ,  as one group of  com mercial  bankers told Senator 
Kasten ' s  office Apri l  1 9 , " if Poland i s  declared in default, 
there could soon be other East b loc defaults . "  

" M  oreover," the  bankers continued, "a European 
country damaged by the Po lish default cou ld then declare 
a Latin American nation 's  debt to be in default if a Latin 
A merican country didn' t  meet its payment schedule.  U .S .  
banks  hold over $ 1 09 b i l lion in loans to Latin America. 
The U nited States co uldn't  protest, because our having 
declared Po land in default wo uld have hurt the Europe­
ans ," the bankers sa id .  That is ,  in a Poli sh-triggered 
debt-default ,  the U . S .  ban king system would be the 
biggest l oser. 

Yet both Kasten ' s  and M oynihan's offices have dis­
missed that real ity . Representative Lewis of  Cal ifornia,  
the Ho use sponsor o f  the amendment,  told a reporter 
M ay 1 2 , "a banking col lapse is  a possibi l i ty ,"  but the 
risks j ustify taking that chance .  The crew of Senators and 
Congressmen who are sponsors or  leading supporters of  
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the Kasten- Moynihan amendment as well as the Lewis 
amendment are not j ust "anti-communist" dupes. I n  
fact , most of  them fol lowed very respectful ly the recom­
mendations that were outl ined for them by the M ay I 
London Economist. the fi nancial organ of the British 
ol igarchy , which i n  an article entitled, " Don' t  Feed the 
Crow," stated, " Poland's  martial- law regime . . .  hasn ' t  
started to rebuild a country worth lending more m oney 
to." M ost are acting on a conscious pol icy o f  bringing 
down the U .S .  economy.  

The U.S .  traitors incl ude: 
• Sen. Daniel P. Moynihan, the house-toady of A v­

erell H arriman,  the grand-daddy of Tory l iberalism 
whose marriage to the m other o f  Wi nston Churchi l l  I I I  
symbolizes his a l legiance t o  the British . M oynihan was 
special assistant to Harriman d uring H arriman's  years as 
New York Governor .  M oynihan works with the U . S . 
support group for the Polish Sol idari ty union , deployed 
to destabil ize Poland and cause a debt cris i s .  He also 
headed up the group that pushed for passage of  the Biden 
Reso lution April 29 in  the U.S .  Senate, which commits 
the United States to support of  the British colonial  
invasion of the M alvinas Is lands .  

• Senator William Proxmire (D-Wis.), the l iberal 
head of the Senate Banking Committee, who opposed 
the bail-out of the financial ly troubled Chrysler Corpo­
ration .  

• Senator Bill Bradley (D-N.J.), a n  outspoken de­
fender of Federal Reserve Chai rman Paul Volcker's mur­
derous h igh in terest rates .  Brad ley , the son of  a promi­
nent ban ker, was a Rhodes scholar .  

• Senator Ted Kennedy (D-Mass.), a leading U . S .  
exponent of  de- industria l ization .  

• Senator William Armstrong (R-Col.), a blow-dried 
Republ ican known for his  budget-cutting t i rades, run 
by the H eritage Foundation-a K G B-Bri tish Fabian 
Socialist th ink tan k .  

• Representative Jerry Lewis (R-Calif.), is a second­
term Congressmen with very close t ies to the H eritage 
Foundation . 

The line-up 
A Kasten aide disclosed May 7 that K asten i s  

working with Defense Secretary Caspar Weinberger, 
Defense Undersecretary Fred I k le, who is  the scion of a 
Swiss banking fami ly ,  and National  Security Counci l  
Director of Research N orman Bai ley in attempting to 
force through the amendment.  

Kasten and M oynihan had introduced this amend­
ment into the Senate once before on Feb . 1 0 . I t  lost by 
a vote of 5 5  to 39 .  B ut both claim now that the many 
Republican Senators who voted against it (on ly 1 8  out 
of 52 Senate Republicans voted for it  on  Feb . 1 0) did so 
only to give the White House more t ime to work outan 
East-West po licy ,  and because the amendment was 
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attached to a bi l l  they did n ot want  bogged down in  
debate . M any o f  these Senators, the  b i l l ' s  sponsors 
cla im,  have indicated that they wi l l  vote for the amend­
ment when it  comes up for vote th is time.  

The amendment wi l l  put pressure on President Rea­
gan and the President's relationship with A meri ca's  key 
a l ly ,  West German Chancel lor  Helmut Schmidt ,  i n  the 
event that it  i s  able to pass both houses. I f  passed , the 
amendment will feed the atmosphere in  which Chancel­
lor Schmidt could be toppled . An aide to Senator 
M oynihan stated M ay I I. "the detente period i s  over. 
Schm idt i s  fight ing a rearguard action to try to keep it 
a l ive .  Po lit icians l ike to l ive in their i l lusions . "  

Some hope t o  use the amendment vote to discredit 
the President . As  an  aide to Senator Kasten reported 
M ay 7, " I f  the amendment passed both houses of  
Congress and Reagan were to veto it ,  that wou ld  mean 
that a Reagan-con trolled Senate had rejected the policy 
o f  a Republican President; that would send shock waves 
around the world ."  Reagan is known to oppose the 
amendment .  

M ore broadly ,  the purpose of the amendment i s  to 
accomplish the "contro lled dis integration" policy goal  
of  disrupt ing world trade by fi rst wreck ing East-West 
trade . It i s  the co l lapse of  world trade, under the 
i nfluence o f  the Vo lcker high interest rates, that caused 
the East bloc debt situatiori to become a problem in  the 
first place .  The co l lapse o f  the West 's  economy slashed 
the East's abi l ity to export-and therefore thei r abi l i ty 
to earn the hard currency they need to pay back thei r 
debts.  

Lazard Freres i nvestment banker Felix Rohatyn 
proposed in the Apri l  19  Wall Street Journal that 
Po land's debt be declared in default ,  after which the 
central banks  of the Western governments would b uy it 
up and impose polit ical condit ions , . i ncluding arms 
reduction ,  on the East bloc nations .  A M oynihan aide 
reported that " M oynihan agrees that ei ther a central 
bank or the government should b uy up the Pol ish debt 
held by commercial ban kers even before the banks 
declare defaul t .  This  wouid al low governments to put 
pol i t ica l  control  over East-West trade . "  Nathanie l  Sam­
uels, the vice-cha i rman of Lehman Brothers, Kuhn Loeb 
investment bank and the head of  the American holding 
company subsidiary of the Assicurazione Generale di 
Venezia e Trieste, the m ost  powerful insurance company 
in Europe, proposed Apri l  7 that a l l  East-West trade be 
put under the control of the Bank for I nternational 
Settlements , as  EIR previously reported . 

To accom plish this  not on ly Pol ish,  but  a l l  new 
credit  extensions to the East bloc,  m ust be slashed. 
" M oynihan sti l l  wants to see the Siberian gas pipeline  
stopped and eventual ly al l  credit and technology flows 
to the ent ire East bloc cut way back ,"  his  aide stated 
M ay I\. 
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Interview: Commerce Undersecretary 

LionelOlmer: economic supremacy 
is the issue in U.S.-Japan frictions 
by Richard Katz 

I n  an exc l u s i ve 2 1/1- h o u r  i n terview w i t h  Executive Intel­

ligence Review. L i onel  O l mer ,  U nd ersecretary of C o m ­
m erce for I ntern at i o n a l  Trade,  e x p l a i n ed the  domestic 
eco n o m i c  strategy l y i n g  beh i n d  the  recent  esca lat ion i n  
Wash i ngton' s  eco n o m ic pressure o n  Jap a n . 

O l m er hopes t o  p reserve the remn a n ts o f  America 's  
tec h n o logica l ,  econ om ic, a n d  p o l i t ica l  s u p re macy-n o t  
t h r o ug h  d irect p ro m ot ion  o f  t h i s  c o u ntry's  o w n  industr i ­
al-tech n o logica l p rogress,  b ut by u s i n g  t h e  threat of  
trade frict i o n  to  p revent Japan , o r  a n y  other nat ion ,  fro m 
cha l leng ing w h a t  rem a i n s  o f  A m erican eco n o m i c  advan­
tage. 

O l mer,  who s pent m uch of his ca reer i n  U . S .  Nav a l  
I ntel l igence a n d  l ater became staff d i rector for the F o r­
eign I nte l l igence A d v i sory Board u n de r  H en ry K iss in­
ger ,  be l ieves, as he  to l d  Congress Nov . 3 ,  "Tec h n ologica l  
l eaders h i p  a n d  eco n o m i c  lea dersh i p  ge nera l l y  can trans­
late i n to pol i t ica l ,  d i p lo m a tic ,  a n d  m i l i tary leadersh i p . "  
EIR ask ed O l m e r  w hether t h i s  i ssue,  rather t h an s i m p l y  
fai r  access, was at t h e  r o o t  o f  U . S .-Ja p a n  trade fric t ions , 
a n d  whether W as h i ngton p o l ic ies were designed to pre­
vent  Ja pan fro m  overta k i ng the  U n i ted States in econ om­
i c  a n d  techn o logical  leaders h i p .  " I  wish  I co u l d  say  they 
are des igned w i t h  t h a t  in  m in d , "  O l mer an swered, " I  am 
urging that we th i n k  a l o n g  those k i nds  o f  l i n es .  I th i n k  
we a re doing t h a t  i n t u it ive ly ." 

U.S. post-industrialism 
EIR h as repeatedly s h own that the  cause of  A meri­

ca 's  decl i n e  i s  a lo ng-term pol icy o f  s h i ft i n g  this  c o u n try 
to a "post- i n d ustr ia l"  services econ o m y ,  a s h ift so 
escalated by Pa u l  Vo1c k er ' s  high i n terest r ates that the  
n a ti o n ' s  largest e m p l o yer i s  n o  l o nger G eneral  Motors;  
i t  i s  now Mac Do n a l d's h a m b u rgers . Jap a n ,  on the other 
h a n d ,  h as used a system o f  c lose govern ment-bus i n ess 
cooperat i o n, low i nterest rates and spec i a l  l o w- i n terest 
credi ts  fo r new tech n o l og ies,  and tax credits for p ro d uc­
t iv ity-e n h ancing i n vestm ents to ach ieve its u npara l l eled 
reco rd of  growth in product iv i ty ,  l i v i n g  standards and 
i n dustr ia l  growt h .  

O lmer sa id  that  h e  bel ieves the s hift t o  a post­
i n d ustr ia l  serv ices eco n o m y  in the  U n ited St ates "is  in 
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large p a rt inev i tab le . "  He added , "I bel ieve it  i s  very 
i m portant  for t he Un ited States to m a inta in  an i n d ustr i­
a l  base of p ro d u ct ion.  Tec h n o l ogica l  i n novati on can 
o n ly co me fro m  a d o m est ica lJy generated base . "  

EIR a s k ed w h y  t h e  Un ited States doesn't s imply end 
i ts i n dustr ia l  dec l i n e  by adopt ing a po l icy l i ke t h at 
w h i c h  has  w o r k ed so welJ  in Japan. Ol m er rep l i ed , " I t's 
not in  o u r  n a t u re to a p p l a u d  central governm ent p l a n­
n i n g . "  A s ked a b o ut provid i ng di rected l ow-i nterest 
cred its to expand prod uctiv ity ,  he cou ntered, " W e  do n't 
fav o r  t h a t." A s ked about changing Feder a l  Reserve 
p o l i cy to l o wer i n terest rates generalJy,  his o n l y  answers 
were, " W e' re attem pt ing to reduce the b udget," a n d  
" W hat w o u ld t h a t  do t o  inflati o n ?" 

O l m er's attitude i s  seen t hro ug h o u t  the Commerce 
Depart m e n t .  I ts po l i cy is to red u ce a l l eged "overcapac­
i ty" in stee l .  The December  1981 Com merce report on 
auto states that the  product ion,  e mployment, a nd profi t  
l eve ls  o f  pea k year 1978 w i l l  not be ach ieved aga in, even 
with fu l l  eco n o m i c  recovery and even i f  Japan restrained 
a uto exports .  

Olmer to ld  EIR h e  disagrees with the " l i m its-to­
growth " arguments of th e C l u b  of R o m e .  "I  reca lJ 
rea d i n g  h o w  the computer  program generated so m uch 
fa l se data that  the concl us ions  of the C l ub of R o m e  
were q u i te fa lse . I don't accept t h e  M alth u s i an v i e w  of  
h i story. I d o n ' t  t h ink we're in an era of  l i m ited reso urces 
or  l i m i ted growt h ." Yet, in  pr actice, his  eco n o m i c  
prescr ipt ions  para l l el th ose o f  t h e  C l u b  of  R ome, i . e . ,  
an overa l l  sh ift to  a services econo my b ut retent ion  of 
so me m a n u fact u r i ng,  pa rt icu l ar ly  in the eiectron i cs­
co m p uter sp here .  H o wever,  O l m er does n ot i n tend to 
a l l o w  the pres u m ed o u tco me of U.S.  industri a l  dec l i n e, 
the  surpass ing o f  A m erica by Japan i n  tec h n o l ogical  
leaders h i p  a n d  per capita GN P perh aps by the year 
2000. 

I n  1975, the C o unc i l  o n  Foreign Relat i o n s  began a 
st udy cal led the 1980s Project . The leaders o f  the 
Project ,  such a s  Cyrus Vance, Zbign iew Brzezi n s k i ,  a n d  
M i chae l  B l u menth a l , went o n  to r u n  the C a rter adm i n­
istrati on. O n e  v o l u m e  i n  the p u b l i shed st udy, Alterna­
tives to Monetary Disorder. by a Br itish ad v i ser  to the 
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In ternational Monetary Fund,  Fred H irsch , suggests 
that a major cause of international economic turmoil in 
the 1 980s is friction between "liberal" economies based 
on the ideas of  Adam Smith ,  such as the Un ited States 
and  Brita in ,  and those based on  the ideas of  Alexander 
Hamilton such as Japan, West Germany, and Gaullist 
France, particularly i f  the latter ally with the developing 
countries. The remedy Hi rsch proposes the U nited 
States and Britai n take i s  as follows: "A degree of 
controlled disintegration in the world economy is a legit­
imate objective for the 1980s and may be the most realistic 
one for a moderate international economic order . .. Carter 
appointee Paul Volcker publicly endorsed this statement 
shortly before his appointment as Federal Reserve 
Chairman .  L ionel Olmer is carrying it out .  

Olmer's strategy 
As the " idea man"  on  in ternational economics, 

Olmer has emerged as  the leading architect of A merican 
foreign trade policy, surpassing even U .S .  Trade Repre­
sentative William Brock,  nominally his superior .  

Beginning last fall, Olmer helped engineer a m ajor 
change in the focus of  A merican economic policy 
toward Japan . Previously , Washi ngton ,  along with 
businesses and labor  un ions, focused primarily on the 
effects (real and imagined) o f  Japan's exports, s uch as  
steel, auto and sem iconductors.  Olmer shifted focus to 
Japanese imports and used that  i ssue to demand that 
Japan dismantle-"fundamentally restructure," as he 
puts it in public speeches-its en tire economic system , 
ostensibly beca use it i nherently di scriminates against 
imports . "  Even in those i nstances where the intent i s  not 
principally to impede imports," Olmer told a N ew York 
audience April 1 2 ,  "structural biases in  the Japanese 
economy produce that effect . "  

At the heart of  Japan's successful economic structure 
is close cooperation among banking,  industry, and 
government, including what  Olmer attacked as "the 
Japanese practice of targeting future growth 
industries." Using admin istrative guidance, the M i nis­
try of International Trade and Industry ( M IT!) helped 
propel Japan not j ust to h igher growth, but to s ucces­
sively higher technological levels . Japan quickly moved 
from textiles and toys to steel and chemicals, to autos 
and machi nery, and is n ow movi ng to computers and 
industrial robots. 

Japan's big business is organ ized along keiretsu 
lines. I n  h uge business groups such as Mitsu i ,  Mi tsubi­

sh i ,  and S umitomo, industries from almost every sector  

are grouped together around a bank and trading com­

pany.  I n  cooperation with the keiretsu system,  the 

govern mental Bank of Japan fu nct ions much li ke the 

U .S .  Nat ional  Bank set up by fou nding father Alex­

ander Ha milton, which did so m uch to lay the basis of  

American economic success .  In  fact, t he  fou nders of  
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m odern Japan in the 1 868 M eij i Revolut ion learned 
their economics by studying the writings o f  Hamilton  
and by working with Hamiltonian economists' associ­
ated with A braham Li ncoln . 

The scrap-and-build system 
The result can be seen i n  the di fference between 

Japanese and American investment programs in steel .  
I n  steel, as elsewhere, the Japanese apply the "scrap­
and-build" system . Even if a plant  is  o nly lO-to- 1 5  years 
old , and even i f  the full debt is not paid off, i f  i t  is 
technologically obsolete, J apanese managers can get 
loans and tax incentives to scrap the old plant and b uild 
a new, m odern one .  

As a J apanese business consultant told EIR, " We 
know that the n ew plant will not only have h igher 
operati ng profits ,  but will produce enough profits to 
pay for amortizing the old scrapped plant ."  The result 
is that Japanese s teel firms can make steel at half the 
cost o f  U .S .  plants,  using almost 30 percent less iron ore 
and coking coal per ton of  steel and 30 percent less 
labor time .  

EIR asked a banker from M organ  G uaranty i f  he 
would make  a loan to a U .S .  steel maker for a s imilar 
scrap-and-build progra m .  "No ,"  he quickly answered . 

One reason why J apanese industry can afford to 
thin k  about profits i n  the long term , rather than quarter 
to quarter, is  th at in the J apanese keiretsu system,  
stockholders do not h old shares for q uick p rofits  or  
d ivi dends,  or  buy and sell q uickly . There are  relatively 
few major  shareholders, ma inly among other keiretsu 
members , who hold the shares indefin itely for long-term 
capital gai n .  Foreigners h ave difficulty tak ing over such 
firms ,  because the m ajor  shareholders do not wish to 
sell out ;  foreign minority shareholding, however, is  
becoming increasingly common .  

Olmer's A pril 12 speech was  a call to dismantle th is 
system .  A mong other things, Olmer demanded "�n­
couragement o f  foreign acquis it ion o f  Japanese compa­
n ies" and "anti-trust restraint o f  the keiretsu i ndustrial 
and trade system ."  Without these measures, he warned, 
"a deepen ing cycle of U . S .-Japan trade frict ions will be 
d ifficult to avoid . "  

The  "frict ion" threat is being implemented through 
the  congress ional-admin istration commitment to legis­
lation  enforcing  "reciproci ty"  i n  trade . Some con gres­
sional sources expect a bill to be on  the President's desk 
by summer. 

The impetus for the "trade reciprocity" bills began 
following Olmer's Dec. I testimony to the Senate Fi­
nance Committee, i n  w hich he claimed that the reason 
for 1 98 1  ' s  record $ 1 8  b illion  trade deficit with Japan 
"was not  lack o f  competitiveness . . .  not the strong 
U .S .  d ollar  or  high U . S . in terest rates . . . .  The funda-
mental reason for J apan's surplus is a profound inequal-
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ity in our access to the J apanese economy." This he 
blamed on  Japan's  business structure .  

The reciprocity effort 
During the early spring, Sen . John Danforth ( R­

M o.)  introduced S .2094, the most prominent of a n um­
ber of " reciprocity bi l l s '  with wide support i n  Congress .  
Among other measures the b i l l  wou ld add absence o f  
"Substantial ly Equivalent Competitive Opportunities" 
as a criterion for retal iatory action by the President 
under Section 30 1 of the 1 974 Trade Act .  This section 
a l lows the President to restrict i mports o f  goods, or 
place extra tari ffs on  them, or impose fees or  restrict ions 
on services from other countries, i f  the U n ited States 
determines that t he foreign country acted in an  "unrea­
sonable" or  "discriminatory" manner. Retaliation need 
not be confi ned to the offending sect-or. U n der the 
Danfo rth b i l l, which the administrat ion is jointly revis­
ing with the Senate, i f  i t  i s  determined, for example, that 
Japan does not o ffer the U nited States the same m arket 
access for cigarettes that we offer for Japanese goods, 
then the President can restrict Japanese goods ranging 
from autos to computers. 

The Danforth legislation would also add services 
and investment to 30 1 coverage, and Olmer told EIR 
that in pract ice the reciprocity legis lat ion would tend to 
affect services more than goods trade. " Services are not 
covered by the GATT [General Agreement on  Trade 
and Tariffs] I nternational  Agreements.  A l so, we feel we 
have a wide-open m arket in the services sector .  I ncreas­
ingly, the volume of trade reflects the growing impor­
tance of that sector ."  

Olmer denied that the admin istration would invoke 
retaliatory i mport restrict ions .  The real effect of the 
reciprocity legis lat ion, he said, would be to give the 
administration leverage with other countries .  "We are 
working b i lateral ly with a great deal of  vigor to con­
vince them that they should remove these impediments 
to our imports . "  I n  real ity, with world trade fal l ing, the 
potential  for I 930s-style trade war is dangerously high .  

At M ay 6 Senate hearings, many  of  the  constituency 
groups one would expect to support the b i l l, if it were 
truly aimed at protecting American industry, opposed 
this reciprocity provision, including the American As­
sociation of  Exporters and I mporters, the A merican 
Chamber of  Commerce i n  Japan, the Computer and 
Business Equipment M an ufacturers Association, and 
the Legis lative Representative of  the A F L-C IO.  Earlier, 
the American Farm Bureau announced opposition .  

The following is excerpted from an  interview with Lionel 
Olmer conducted by Richard Katz May 7. 

Katz: I n  your N ov. 3 test imony to Congress, you argued 
that technologica l and economic leadership trans lates 

IO Economics 

into political and strategic leadership . Is the root of U . S . ­
Japan friction not  so m uch the issue of  fair access, but a 
po l it ical i ssue of  relat ive economic power i f  Japan does 
s urpass the U .S . ?  
Olmer: I don ' t  thin k  it  is  yet, b ut I th ink it could become 
that . It i s  a perception I have which, quite fran kly, I 'm 
tryi ng to share wi th  others and gain agreement.  

World leadership has traditional ly been thought of  in 
strategic terms, i .e .  m i li tary, diplomatic, and political; 
m uch less so  economic .  In the last IO years there has been 
an awakening to the importance o f  i nternational  eco­
nomics, the effects of world trade, of  capital flows, of 
investment flows, and so forth on the abil ity of  n ations to 
conduct their affairs .  

That realization has n ot yet taken hold in Japan . I t  
has on ly been a couple of  years that  J apan has  become an 
industrial giant .  It  has yet to overtake the U . S . in  term s  
of  per capital G N P, i f  in  fact i t  wi l l . Some s ay i t  may by 
the year 2000 . 

Yet, the Japanese st i l l  view themselves as vulnerable, 
an island nation beset by hosti le forces, natural and 
otherwise.  That is land mentality m akes them resistant to 
change, and  to foreign encroachment i n  markets, own­
ership o f  property, and also prevents them from further 
assumption of larger responsibi lities as a world leader. 

Katz: The U .S .  has pol itical leadership now primari ly 
because of  its economic supremacy, b ut people talk of 
Japan surpassing us economical ly 20 to 30 years from 
now in absolute G N P. Do you th ink  the U nited States 
should design policies to prevent Japan from surpass­
ing us? 
Olmer: I thi n k  th at wil l  not  happen for a variety of 
reasons, p redominantly market forces. The U .S .  market, 
which is sti ll the largest, m ost open i n  the world, will of 
i tself not let that happen . I thin k we are going to witness 
a resurgence of A merican industrial power that wi l l  
prevent an accession to dominance that some predict for 
Japan . 

The U .S .  i s  l oo ked to throughout the world for a 
variety o f  respons ib i li t ies, not j ust the n uclear umbrella .  
Look at the Falk land I sl an ds, the Middle East .  W hether 
any indiv idual  effort on our part actual ly works or not is 
irrelevant to this point .  The point  is that other nations 
look to us as basical ly the fai rest, the m ost l ikely to 
achieve success over d ifficult  q uestions .  

The Japanese are not ready for that .  I asked a Japa­
nese d ip lomat i f  t hey were ready for the po litical and 
security leadership they would have to  exert on assump­
tion of  technological leadership  that I th ink  would flow 
from present trends .  He  said no.  

Katz: In what specific way are Washington' s economic 
policies toward Japan designed to prevent o ur loss of 
pol itical leadership due to loss of  economic supremacy? 
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Olmer: I wish I could say they are designed with that in  
mind .  However,  as they actual ly come out ,  I don' t  th ink  
they are . I am urging that we thin k a long those k inds of  
li nes. I think we are doing that, intuit ively, in our quest 
for equivalent access to each other's markets and tech­
nology. M aybe I don't  g ive sufficient credit .  M aybe it's 
more than intuitive. M aybe others have recognized it and 
haven't articulated it in qui te the same way .  

I've started to l ist the  bi lateral technology exchange 
agreemen ts between American and Japanese corpora­
tions .  I t's astonishing.  I t 's  done purely as a com mercial 
matter. I think in sign ificant measure they are m ade by 
American companies with shorter- term objectives than 
the Japanese, who have longer-range objectives in  mind .  

I doubt we wi l l  need to  come to  the  po in t  where we 
view that free flow of tech nology as  potential ly damaging 
to either our national  security or our position and re­
sponsi bil ity as the major Western industrial  power .  B ut 
I th ink one thing our government can say i s: look,  i f  you 
want free access to U . S .  techno logy, as you have had,  
then you have to give free access to American cOll}pan ies. 

Katz: At the reciprocity heari ngs, the emphasis was not 
on trade in goods, but on services and investment .  I th ink  
the stress on services i s  because people th ink  we are 
becoming a services economy.  I nvestment is something 
altogether di fferent .  Do you th ink the stress on invest­
ment reflects the worry of Japan overtaking us and the 
polit ical ram ifications? 
OImer: No question . I t's what I had in mind .  You're 
right, investment is di fferent from services, entirely d if­
ferent .  N ow, the Japanese equate investment with "take-

. over."  I try to te ll them , we're not trying to implant in 
Tokyo what you see here: takeovers, mergers, proxy 
fights. I am saying there o ught to be an easier way for 
foreign compan ies to go about acquiring an equity inter­
est in Japanese com panies, or in establ ishing new manu­
facturing faci l i t ies of  their own .  What's happened so far 
is tokenism, but they're not going to be able to hold it 
back . I th ink they wi l l  find the experiences worthwhile 
and not as pa inful as they think . I want U .S .  companies 
to have access to the Japanese workforce , Japanese capi­
tal, and ultimately to the Japanese marketplace .  

Katz: You have repeatedly sa id  Japan's govern ment 
should encourage foreign aquisition of  Japanese com­
panies .  Yet, Sumitomo does not sell itself to M i  tsubishi; 
why should they sell themselves to a foreigner? M ergers 
and acquisitions are not common in Japan . 
Olmer: Firstly, there are cases of Japanese firm s buying 
other Japanese firms .  Secondly,  what the Japanese gov­
ernment must make clear is that i f  an American company 
wants to buy an exist ing Japanese company, and the 
latter agrees, that the government wi l l  faci l itate this ,  and 
not put impediments in the way. Japan should open up 
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i ts business structure to Americans, who either want  to  
invest in exist ing companies or  bu i ld  their own faci l it ies .  

Katz: Americans setting up their own faci l i t ies is di ffer­
ent than buying ex isting Japanese companies.  
OImer: Sure it's d i fferent ,  b ut it 's contro l led by the 
same agency of government which has tradit ional ly kept 
foreigners out, foreign capital out, an d  Japanese yen i n .  
I t' s  part of  the  structure that ha s  to be changed . I 'm  not 
saying that we send in some upwardly mobi le capital ist 
freebooter with a fistful of money to b uy up every 
company in sight .  I 'm  not suggest ing th is be the common 
pattern, but j ust that  it be m ade possible .  

Katz: There are two issues here . One i s  the relative 
strengths of  the U . S .  and Japan as economic powers . The 
other is  the growing tendency here toward multinational 
companies-that are not real ly A merican in  any sense. I s  
one of  your objectives that  th i s  m ult inational phenome­
non would become part of  the Japanese business and 
pol itical structure? 
Olmer: That's not an objective of mine .  I don't  th ink i n  
those terms,  but I see it a s  an ult imate consequence o f  
them opening u p .  

Katz: You have said repeated ly that t h e  cause of  the 
U . S .  trade deficit with Japan is not high interest rates 
here, nor currency rates , nor lack of competiveness or 
productivity,  but the greatest cause is Japan's closed 
market.  I ' ve tried to get some figures from the Commerce 
Department back ing that up; I've had a rough t ime.  On 
what basis do you say that? 
Olmer: I say it because the evidence demonstrates that 
large trade deficits existed when all o f  those condit ions 
were absent: whim the yen was 360 to the dol lar; when 
o ur in terest rates were less than theirs; when there was a 
strong in ternational  economy-we sti l l  ran a deficit .  

Katz: But n ot of $ 1 8  b i l l ion . 
Olmer: No,  no .  I was going to go on .  I cannot deny that 
I sa id the greatest cause of the deficit was lack of  access . 
I would probably want to q ual i fy it by saying: sure, those 
other factors are ca uses . C learly, perhaps the m ost im­
mediate means of  e l imi nating the deficit-and that  i s  not 
o ur objective, we are not seeki ng bi lateral balances-but 
the greatest thing a ffecting the deficit  would be a weak­
en ing o f  the  do l lar and a strengthening o f  the  yen . 

Katz: Are you now saying the currency rate is more 
important than market access? 
Olmer: No,  on ly in im mediate terms . B ut to do some­
thing i n  the long run there has to be a perception and a 
rea lity that the Japanese m arketplace is open .  

Katz: Prior to the Khomeini  o i l  shock and  o ur high 
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i nterest rates, Japan's surplus with us was at most $7-$8 
b i l li on .  N ow, i t  has more than doubled . Just to be c lear, 
do you believe their market became twice as closed in  
those three years? Or in  the  deficit growth from 1 980's 
$ 1 2  b i l l ion, to $ 1 8  bi l l ion i n  1 98 1 , it became that much 
more closed in o ne year? 
Olmer: N o .  You can't  make those one-for-one trade­
offs . N othing I said should imply a correlation between 
any single year's deficit and c losed-market changes. M y  
guess i s  that between 1 97 8  a n d  1 98 1 ,  a t  least a n  equiva­
lent amount is due to macroeconomic factors as well as 
m icroeconomic factors that relate to market barriers. 

Katz: If Japan were to open up its market completely, 
and answer a l l  of our complaints, do you h ave a rough 
estimate o f  the effect on our exports? 
Olmer: The answer is that over a period of four  to five 
years, we think it could amount to $ 1 0-$ 1 2  b i l l ion annual  
d ifference i n  our exports . 

Katz: Do you have a breakdown of that? 
Olmer: My staff can get you the numbers.  [As of press 
time a week later, Olmer's  staff said they "had no num­
bers to  provide" that  would back up Olmer's  c la im of  a 
$ 1 0  b i l lion increase, equ ivalent to 50 percent of 1 98 1  ' s  
U .S .  exports to Japan . Rather, they sa id  the i ncrease 
would be "substantia l ."-R. K . ]  

Katz: Based on your thesis that Japan ' s  closed markets 
are the problem, you have said fundamental parts of 
Japan's b usiness structure have to be changed, such as 
the keiretsu system, and the role o f  M IT l .  Why do you 
say this, and what m ust be changed? , 
Olmer: I would l ike to see an  e l imination or  reduction of 
the cartel arrangement for depressed industry . I would 
l ike to see a lesseni ng of the keiretsu brother system, in 
which one b uys from the family rather than o utside so 
that, i f, for example, a U . S . exporter has a better product 
at competitive prices, he doesn ' t  get told by a prospective 
customer, "I can't buy from you, for example, stain less 
steel, or I ' l l  find that N ippon Steel or N ippon Kokkan 
won't  buy my e lectric m otors ."  

Katz: I f  you look at Japan's higher capital investment 
rates, up to 20 percent of  G N P, the "scrap-and-bui ld" 
system, productivity ratios, i mprovements i n  l iv ing 
standard and real  wages, and overal l  growth-it could 
be argued that the Japanese system of close business­
government  cooperation, M ITi  g ui dance, keiretsu 
groups, i .e .  the things that you want d ismantled, are 
responsible for Japan's achievement.  
Olmer: I th ink in sign ificant measure it is  a cause of 
Japanese economic success . I j ust don't  want to see it at 
the expense of  comparable American industries. There 
was a time when healthy American industries faced 
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targeted competition  from abroad. The socia l  costs to 
the U nited States have been staggering.  Does the con­
sumer benefit m ore from a somewhat cheaper product 
if he has to pay taxes for the effects of  disruption of a 
sector? Japan has had free access to our market in  
making the i r  achievement .  Of 85  arti-dumpillg cases, 
the Japanese have more than 30. 

Katz: But i f  I look at the auto industry, our production 
fel l  about 3 mi l lion si nce the peak year of  1 978, and in 
that period Japanese imports rose 300,000.  Three 
hundred thousand imports did not cause the fal l  of 3 
mi l l ion domestic units .  Sim ilarly in steel; Japanese ton­
nage exported here has not increased si nce the 1 977  
trigger-price system . l'agree the  social costs are huge. I 
don' t  th ink Japan is the cause .  
Olmer : Yes, but you've chosen certain years .  

Katz: I ' ve compared t h e  peak years t o  this year. The 
q uest ion i s  whether Japan is responsible .  
Olmer: I th ink the answer i s  yes, in part . 

Katz: This admin i st ration has changed the focus from 
Japanese exports here to our access to Japan 's  market, 
and you're saying they have to change their business 
structure. I f  Japan's  structure i s  responsible for their 
success, wouldn't  changing their structure lower their 
economic performance? Why instead can't the U .S .  
adopt  some of the  Japanese methods? 
Olmer: Japanese productivity growth, but not absolute 
productiv ity, has been higher. Japan started from such a 
low base. I nevitably their productivity wi l l  s low. I th ink 
you wi l l  see other  countries in Southeast Asia replace 
Japan as producti vi ty leaders . Y ou see evidence of that 
in Japanese t rade pol icy toward Korea recen tly, shutting 
off technology in steel and electronics .  

Katz: The Japanese of  course bu il t  the steel plant in  
Korea. 
Olmer: Yes, I know that, and now they are beginn ing to 
see some of  that come back to them . 

Katz: I would argue that the fantastic success of the U . S .  
is due to our use i n  the past  of exactly the k ind of pol icies 
Japan now uses, which countries l ike Korea or Mexico 
are fo l lowing.  N ow, the U . S .  wants to l imit the abil ity of 
developing countries to develop infant industry through 
this k ind of po licy before they become new Japans. 
Olmer: But the U .S .  development occurred as a result of 
a growing America, not as a product of  exporting to 
o ther countries .  Japanese or  Korean development is 
del ightful to behold .  I j ust don't want it  to happen at the 
expense of U .S .  industry . If a n ation wants to subsidize 
its domestic industry, let it, but don't  export 90 percent 
of the product to the U .S .  
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Katz: A Japanese reporter said of the current frict ions,  
"These always happen when one co untry is going up and 
another going down . B ut I don't  understand why the 
U .S .  doesn't  have an industrial policy . "  
OImer: We don't  have an  industria l  pol icy because it ' s  
not i n  our nature to applaud government central p lan­
ning .  There are th ings government d i rect ly does or  
doesn' t do that ought to faci l i tate industrial p lanning on 
i t s  own . We made a conscious decis ion to  support space. 
That had tremendous spinoffs for commercial  aviation ,  
for consumer electronics, at which the Japanese have 
done so well at our expense. We don't  believe i n  going 
about it the way they have done . 

Katz: One aspect of the system is providing low-interest 
credit to productivity-enhancing new industries or indus­
trial techniques. 
OImer: We don't favor that. 

Katz: We might be able to promote a general increase in 
industrial technology and prod uctivity by the Japanese 
structure of business-government cooperation that yo u 
want to dismantle .  
Olmer: I don't  know.  I th ink  there are a lot of  d i fferent 
answers to that question .  

Katz: In  1 98 1 ,  world trade fel l  by an estimated 3 percent 
and wil l  l i kely fa l l  again  in 1 982,  the first back-to-back 
fal l  s ince the depression . This wil l lead to greater trade 
frictions  as nations fight over a shrink ing pie.  Do you 
think  it is admi nistration responsibi l ity not s imply to 
fight for a fair  share of trade for American fi rms ,  but also 
to take positive action to i ncrease world trade? I f  so, 
what? 
OImer: That's a good question .  The quick response 
would be the relationship between a strong domestic 
economy and an increase in  world trade. As the U . S .  
comes ou t  o f  the recession,  then others wi l l .  I don ' t  see 
world trade picking up independent of strong domestic 
econom ies in  at least the sign ificant industrial economies .  

Katz: Will  the U.S .  br ing any proposal on expanding 
wor ld trade to the Versail les summit  in June? 
OImer: No,  not that I know of. 

Katz: What about restoring Export- Import Bank cuts to 
help our own exporters? 
Olmer: I don't  have a happy answer. The answer is that 
we don't believe i n  subsidies . We have been working with 
our OECD partners to elevate the interest rates toward 
market rates . I support the act ions to l imit  the Export­
Import Bank budget, though I sympathize with the 
problems of American corporations competing with 
business from other countries that are given government­
backed credi t .  
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Domestic Credit by Richard Freeman 

'Recovery' without capital spending 

Volcker's tight credit makes capital spending-the only basis 
o/real recovery-impossible in the United States. 

The U .S .  economic "recovery" 
wi l l  start before or on Ju ly I. On 
that date, $48 b i l l ion ,  on an annual  
rate, wi l l  be pumped into incomes 
through both the second round of 
the three-year personal tax cut and 
Social  Security increases .  This wil l 
provide the economy with extra 
b uying power-or so the story 
goes .  

The  May  10  issue o f  Business · 

Week ran a cover story titled " H ere 
Comes The Recovery . "  That is now 
the conventional  wisdo m .  After a l l ,  
d idn ' t  consumers increase thei r 
borrowing in M arch by $990 mi l­
l ion ,  the largest m onthly increase 
since last October? Didn't  retai l  
sales i ncrease by 1 .4 percent in 
Apri l? Weren't  business inventories 
run off at the hefty rate of  $40 
bi l l ion per annum in the first q uart­
er of  1 982? 

H undreds of economists across 
the U . S .  are now citing these signs .  
Business Week states in  i t s  "recov­
ery" feature, "The U . S .  economy is 
entering the early stages of  a recov­
ery . The signs of  economic upturn 
are undeniable ."  

B ut ,  as the  Busi ness Counci l ,  
the organization representing 
200 chief executive officers of 
Ameri ca's largest corporations ,  
noted at their  conference this 
month i n  H ot Springs,  V i rgin ia ,  
most of  the executives there predict 
a recovery, but n ot an increase in 
capita l spending . As the chief econ­
omist for U .S . Trust  in  N ew York ,  
James O' Leary, expla ined M ay I I , 
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"what this means is that unused 
capacity wi l l  be brought into play ."  
For  example,  the  auto industry, 
which is operating at 46 percent of 
capacity , may increase capacity 
usage. N othing new will be bui l t .  
O' Leary an d other economists say 
open ly that there may not be in­
creases in  capital  spending for 
years. U .S .  capital-equipment pro­
duct ion fel l  by 10 percent between 
J uly 1 98 1  and March of this year 
and hasn't  stopped fal l ing yet. 

A recovery without capital 
spending i s  a fake  recovery, because 
even were pro duction in  some in­
dustries to reach the levels  of capac­
ity uti l ization in August 1 979,  be­
fore Paul Volcker became Fed 
Chairman ,  they would not be pro­
ducing the same output, because 
capacity has contracted .  

The on ly sector that is showing 
improvement is the defense sector .  
I n  the fi rst quarter, incoming de­
fense orders were 50 percent higher 
than they were a year earlier. The 
fu l l  weight of new orders has not 
been translated into production ;  
th us defense o utput can  be expected 
to increase. B ut as EIR has shown, a 
defense-spending-Ied recovery may 
look good in  the short term , but  in 
the longer term i t  grinds up the 
industrial base with out producing 
real wealth ,  un less capital is put 
into modernizing and m aintaining 
that base .  

This br ings us to the second 
point .  $48  b i l l ion in  tax  cuts  and 
Socia l  Security payments may seem 

l ike  a large amount .  Yet under the 
Volcker regime,  a good part of this 
$48 bi l l ion wi l l  be gobb led up by 
increasing interest payments.  Con­
sumers wi l l  spen d some of  the mon­
ey , b ut m uch o f  it wi l l  go toward 
payi ng off bi l ls ,  and corporations in 
turn will a l locate m uch of their in­
take toward debt repayment .  

Corporate earn ings, without 
adj ustment for i n flation ,  fel l  by 22 
percent i n  the fi rst quarter to $ 1 65 
b i l l ion ,  according to M an ufactur­
ers Hanover-the sharpest quarter 
to q uarter earn ings decl ine in the 
post-war period . Corporati ons with 
decl in ing profits are not going to 
increase their capital  spending .  

Further, as G ary Winglowski , 
chief economist for Goldman,  
Sachs  i nvestment bank ,  reported 
M ay 3, " I n  1 947 corporate profits 
were 10 percent of  national  i ncome, 
whi le total interest payments were 
only I percent .  By the fo urth quart­
er of 1 98 1 ,  corporate profits were 
7 . 5  percent o f  nat ional  i ncome, and 
interes t pay ments were 9 .5  per­
cen t . "  The tren d got worse in the 
fi rst quarter of 1 982 . 

Robert Sinche, economist for 
Bear ,  Stearns investment bank ,  
stated M ay 14 ,  " I  foresee that  as  
part  o f  the recovery in  the 1 980s , 
there wi l l  be a l iquidation of indus­
trial capacity .  This is what the 
Bran iff ban kruptcy represents ." 

Volcker and other Fed gover­
nors told Congress M ay I I  that 
they intend no basic sh ift from their 
t ight-mo ney pol icy .  Vo lcker is not 
gu ided by in  flat ion rates, nor by 
sizes o f  budget deficits; he is guided 
by his  often-expressed desire to 
sh rink  the U . s .  economy .  Under 
Volcker, at best , the U . S .  economy 
wi l l  recover some industrial  capaci­
ty usage before it p lu nges into ful l  
depressi on . 
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InternationalCredit by Kathy Burdman 

Britain's squeeze comes to Asia 

The International Monetary Fund cracks down o n  the last of 
the healthy "newly industrialized" economies. 

The I nterim Comm ittee of the I n­
ternational Monetary Fund, meet­
ing in Helsink i, Finland May 1 2- 1 4, 
has resolved upon a fresh round of 
austeri ty programs for the coun­
tries of  the developing sector .  The 
I M F  Secretariat in Washington has 
leaked to the press the names of  the 
next two nations whose industrial 
development programs the I M F  
wants cut: the Republics o f  South 
Korea and the Phi l ippi nes . 

The I M F, founded by Brita in 's  
Lord Keynes, i s  the major instru­
ment of British economic pol icy 
abroad . In recent years, the I M F  
has concentrated on  forcing auster­
ity on the poorest countries . Now 
Britain is  moving to re-impose its 
1 8th-century colonial  pol icy in 
which no country i s  a l lowed to i n­
dustrial ize . 

Earlier this month, Britain, us­
ing the Malvinas Is lands crisis as a 
pretext, created a panic in bankers' 
confidence which res ulted in a drop 
in lend ing to prime Latin borrowers 
such as Brazi l and Mexico . A simi­
lar scare aro un d possibi l ities Po­
land may default has dried up East 
bloc lending .  The last prime cred it 
risks for bankers in  the world were 
the robustly industrializing econ­
omies of  South Korea, the Phi l ip­
pines, and Malaysia, which have 
contin ued to borrow this  year at a 
fast cl ip .  The I M F has now reversed 
this .  

At Helsin ki, U .S .  Treasury Sec­
retary Donald Regan announced 
the United States is backing Britain 
in demanding a crackdown on I M F  
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and World Ban k lending.  Regan, 
who chaired a M ay 1 2  meeting o f  
t h e  Group o f  1 0  ind ustrial nations 
at the I M F  conference, told the 
press that the Group of 1 0  had de­
cided that they would not expand 
their government's fund ing of  the 
I M F  and World Ban k .  

Rather, Regan said the G- I O  
had decided t o  "keep a t ight rein o n  
lending" by' the 1 M  F a n d  the Bank, 
and to demand further that I M F  
member nations reduce their budg­
et defici ts and "continue with tight 
monetary pol icy . "  

Regan acted in  spite o f  the G -
24's M ay 1 2  com m un ique's de­
mands that the West lower its inter­
est rates, which are causing "con­
tin ued weakness of economic activ­
ity, high inflation, and large imbal­
ances on external current account . "  

M eanwhi le, a secret I M F  report 
on South Korea leaked to a Wash­
ington D .C .  human rights group 
was publ ished M ay 1 0, cal l ing for 
an immediate 1 0  percent devalua­
tion of  the Korean won . The I M F  
sent a m ission t o  Seo ul to meet with 
Deputy Prime M in ister Kim Joon 
S ung in February, who was to ld 
that  the won is "overvalued . "  

T h e  devaluation 's  intent i s  t o  d o  
t o  the Korean economy what has 
j ust been done to M exico-slash 
imports of  industria l  goods by a 
correspo nding 1 0  percent .  This  wi l l  
cause a decli ne in investment by 
cutting o ff capita l-goods im ports.  

The l ast  t ime the I M F  demand­
ed a devaluation o f  the won in  1 980, 
by 30 percent, domestic industrial 

production collapsed, which caused 
m ass unrest and provided a cover 
for the assass ination o f  President 
Pak Ch ung Hee.  

The I M F  a lso leaked a secret 
report on the Phi l ippines to another 
Washington human rights group 
M ay 3 ,  which revealed I M F  de­
mands for an actua l  cut in the Phil­
ippines rate of  eco nomic growth in 
1 982 ,  as pol icy, from the govern­
ment's projection of  5 . 1 percent real 
G N P  growth, to below 4 percent 
rea l  growth. 

The I M F  report demands the 
Phi l ippine government m ake a 
"sharp cut i n  publ ic  spending 
growth," and specifica l ly stated 
that subs idi es to industry, reel ing 
from h igh world i nterest rates, m ust 
be cut .  Phi l ippine o fficia l s  de­
nounced the I M F  demand as a 
"double standard," noting that 
Western nations a re spending h uge 
amounts to keep industry afloat . 

The I M F  i s  a lso demanding a 
cut in the Phi l ippines m oney sup­
ply, and an  i ncrease i n  taxes .  

Both countries are already un­
der I M F  "surveil lance" programs .  
1 M  F officia ls  a re a lready stat ioned 
in Seou l  and M ani la  economic min­
i stries, d irecting economic pol icy .  
K orea and the Phi lippines owe the 
I M F  $ 1 .3 bi l l ion and $9 1 8  mi l l ion, 
respectively, and are also attempt­
ing now to'receive approval for new 
I M F  loans o f $652 m i l l ion and $356 
m i l li on .  

Wors� , sho uld the I M F  merely 
frown on these appl icat ions, private 
commercia l  bankers a round the 
world wi l l  move to cut off addit ion­
al b i l l ions in bank  loans  which the 
two nations need this year. The 
I M F's A si an moves reduce the 
overa l l  prospects of bank lending to 
the Third World to l i ttle more than 
zero growth this year . 
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Energy Insider by William Engdahl 

The Law of the Sea 

Kissinger resource-control scheme faced u. s. opposition which 
didn 't  get to the bottom of the matter. 

By an apparent ly staggering ma­
jority of 1 30 to 4, the member na­
t ions of the U n ited N ations ended 
an eight-year negotiat ion process 
on Apri l  30, approving a fina l  draft 
of the Law o f  the Sea Treaty .  

The scheme, under decept ive 
rhetoric about the "common heri­
tage of mankind ,"  i s  in tended by its 
Club of Rome architects to p ut de­
velopment of  vast untapped seabed 
minerals under such complex U . N .  
controls b y  a supranationa l  author­
i ty as to prevent any development .  
Further, it  sets a precedent to re­
place legal agreements among sov­
ereign n ation-states with a supra­
nat ional  government, a goal of 
Club of Rome planners s ince the 
creation of the U n ited Nat ions .  

U n der the treaty, each nat ion 
recognizes a l 2-mi le water bounda­
ry.  Every coastal nation,  such as 
A rgent ina, Peru ,  or Japan has ex­
clusive right over fish ing within a 
200-m i le limit .  The most  sweeping 
economic provis ion gives exclusi ve 
rights over o i l ,  gas, and other re­
sources to coastal nat ions out to the 
continental s he lf, a range anywhere 
from 200 up to (in the case of Can a­
da) 700 mi les o ffshore. 

Now for the sticking point .  The 
treaty specifies that areas outside 
such defined sovereign regions 
would come under an ent irely 
" new" concept of  internat ional 
law . This  i s  the crux of the deep-s�a 
m in ing issue around which the 
Reagan admin i st ration decided to 
vote "no ." Reagan reversed the 
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Tri l ateral Commiss ion pol icy o f  
Carter's Law of the Sea negotiato r 
El l iot Richardson . Venezuela and 
Turkey were the on ly  o nes to jo in  in  
the  "no" vote .  I n addit ion,  1 7  na­
t ions ,  among them West Germany,  
Britai n ,  and the U .S . S . R . ,  ab­
stained from voting o n  the treaty .  

There are enormously valuable 
mi neral resources i n  these waters, 
known to be com mercia l ly mi nable .  
Pr ivate companies and oceanogra­
phers have con firmed that d i screte 
nodu les on the ocean floor contain 
enormous reso urces of  manganese, 
copper, cobalt, and n icke l .  M an­
ganese is essent ia l  to  the  manufac­
ture of steel and thus to the indus­
trial capacity of the ent ire world .  
The U nited States i s  ent irely depen­
dent today on im po rts from Brazi l ,  
South Africa, Zaire ,  and elsewhere . 

A l ittle background  i s  n ecessary 
at th is  po int .  In 1 970, the U .N . .  
Genera l  Assembly endorsed a revo­
lut ionary concept i ntroduced by 
Arv id  Pardo, Ma lta's U . N .  dele­
gate, work ing closely with a co­
fo under of the Aspen I n stitute, 
El isabeth Mann  Borghese .  They 
defined seabed mi nerals beyond na­
t ion -state j urisdict ion as "the com­
mon heritage o f  mank ind ,"  above 
any nat ion-state contro l .  Pardo and 
Borghese i ntended to use th is  in­
nocuous concept to create a su­
pranat ional  apparatus with the po­
tential to contro l  and suppress 
world resource development . Pardo 
and Borghese, who along with El­
l iot Richardson are fierce support-

ers o f the Club of  Rome and " l imits 
to growth ,"  boasted of bui ld ing "a 
whole new theo ry of  economics . . .  
o n  this d ist inction between owner­
sh ip ,  which is rejected , and the right 
to uti l ize or  manage ."  

In  1 976, then Secretary o f  State 
Henry Kissinger broke the stale­
mate between industrial counties, 
whose private developers have the 
im mediate capacity to exploit  sea 
resources , and the less-developed 
co untries .  Kiss inger's "compro­
mise" careful ly preserved the su­
pranational  concept, whi le appear­
ing to make concessions to private 
i nterests . He proposed creat ion of a 
paral lel  system for 20 years where 
pr ivate development consortia such 
as have a l ready been formed by 
various  U .S . ,  J apanese, German 
and Canadian corporations would 
d ivide any prospect ive venture 50-
50 with a new U .  N . -contro l led enti­
ty , "The Enterprise ."  The Enter­
pri se ,  to be i nit ia l ly supported 25 
percent by a U .S .  contribution, 
would develop its own taxing pow­
ers and mandate that any private 
firms in seabed min ing give it their 
technology and confidential infor­
mation .  

A lthough refusing to g o  along 
with this gross abdication of sover­
eignty, M r .  Reagan ski rted the bas­
ic issue of  The Enterprise . Canada 
and the Group of 77  underdevel­
oped nations a re threaten ing to rat­
i fy the treaty this fal l  without the 
U nited States, which i s  meanwhi le 
working on reciprocal bi lateral 
agreements with Germany and 
others. 

The resu l t  o f  the back door re­
fusal  by the U n ited States is further 
"N orth-South" animosity with no 
rea l development pol icy, or as one 
participant for private companies 
termed it ,  a "state of  confusion ."  
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Trade Review by Mark Sonnenblick 

Cost 

NEW DEA LS 

$26 mn . 

$202 m n .  

$ 1 59 m n .  

$3 m n .  

$ 1 67 m n .  

$ 3 0  m n .  

$ 5 6  mn . 

$33 m n .  

UPDATE 

$250 m n .  

$2 .5  bn . 

Principals 

Colombia from 
U . S . A .  

Canada from 
U . S . A .  

Thailand from 
Belgi um 

U .S . A .  from 
West Germany 

N icaragua 
from U .S . S . R .  

I ran/Nicara­
gua 

Iran/G reece 

Tun isia from 
France 

Spain from 
U . S .A .  

Saudi A rabia 
from South 
Korea 

Abu Dhabi 
fro m  Thailand 

M exico from 
Japan 

Colombia from 
various 
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Project/Nature of Deal 

Exi m ba n k  is fi nancing polyvinyl chloride plant at Car­
tagena .  Plant wi l l  produce 30 ,000 tpy, expandable to 
55 ,000 tpy for Petroquimica Colombiana.  

Exim has approved $83  mn.  credit for Pacific Western 
A irli nes to buy four Boeing 767s .  I nterest will be 9 .25-
12  percent ,  depen ding on disbursal date. 

Belgian metals company Vielle- M on tagne is  bui lding 
74,800 tpy zinc refinery i n  Thailan d .  

T h e  fi rst floating steel-scrap gui l lot ine h a s  been deliv­
ered by Thyssen - H enschel to Schiavone-Chase of  Port 
Newark . M ounted on a barge that wi l l  travel the East 
Coast, the I ,  I 00 ton shear cuts on site to save shipping 
costs on scrap to be exported . 

Nicaragua signed 5 -yr .  aid package with Soviets, in­
cluding credi ts fo r S oviet-bui l t  p rojects. 

Barter agreement signed to trade Iranian oil and petro­
chemicals and dried fruits for N icaraguan s ugar, meat, 
cigarettes, and coffee. 

Teheran radio reports I ra n  signed barter deal with 
Greece to trade crude oi l  fo r petrochemicals and ships .  

Pech inery Ugine K uhlmann wi l l  s upply equipment for 
plant to separate and purify 1 20 tpy yellowcake from 
phosphoric acid in the southern Tunisia phosphate 
fields . 

Foster Wheeler su pplying fifth anthracite-fired steam 
generator fo r Compost i l la  II electrical statio n .  I ncludes 
ball coal pulverizer. 

Cont ract to bui ld  housing for 4,000 workers and fore­
men at J u bai l  city awarded to ICC of Seo ul . 

National H o using Authority of Thai land wil l  bui ld  500 
low-rent apartments in Abu Dhabi for M a syra I n terna­
tional  Corp. 

M exico's state steel co . Sicartsa has signed with Nippon 
Kikan for fo ur 200-ton electric furnaces for Las Truchas 
steel com plex . Complete turn key basis,  i ncluding per­
son nel train ing .  

Colombian govt .  has approved plan for 2 1  km.  Bogota 
s ub way system . Bogota's m ayor says Swiss banks h ave 
offered to loan $ 1  bn. of  the $ 1 .5 bn . in  foreign 
resources needed for project . Other funds could come 
from higher taxes on lUXury i mports.  

Comment 

Badger Pan A merica of 
Cambridge, M ass.  is  to 
h andle engineering and 
procurement .  

Private banks providing 
additional $88 m n .  

M achinery t o  come from 
Belgium . 

A sharp way to cut ca­
pacity. 

Also asking U .S . A .  for 
resumption of s uspended 
aid .  

Both countries short of  
cas h .  

Tunisia,  however, has 
postponed i ts fi rst n ucle­
ar power plant unti l  
2000 . 

Components wi l l  be 
m ade in A ppalachian 
Ne� York and Pennsyl­
vania . 

J ubai l  wi l l  be entirely 
new city o f  3 50,000 by 
end of century . 

First Thai contract in  
M ideast . 

Japanese Exim Bank fi­
nancing for this  an­
nounced at the end of 
Apri l .  

Colombia is  world-fa­
mous for its "under­
ground economy." 
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Business Briefs 

Economic Warfare 

British asset seizure 
reported set 

The West German Finance M in is try re­
ported on M ay 7 and confirmed on M ay 
10 that Argentina was prepared to seize 
Brit ish assets in that country .  Argentini­
an press accounts c laimed that the gov­
ernment had established a commission to 
draw up a seizure l ist .  . 

M eanwhile in Paris, V enezuelan Fi­
nance M in ister Luis  Ugueto confirmed 
that his  country had moved $3 bill ion in 
state reserves from London banks to Par­
is ban ks.  He termed the switch "a normal 
commercial precaution . "  

A FP, t h e  French news agency, re­
ported in  early M ay that Petroven,  the 
Venezuelan state o i l  company, had with­
drawn $2 bil l ion from London banks .  

British creditors are  strongly pressur­
ing American ban ks to demand that the 
escrow account established by the Ar­
gentinian ban king authorities to pay 
B rit ish creditors be moved from Argen­
tina to Switzerland.  

Banking 

Congress fiddles while 
savings & loans burn 

A series o f  m u lt i-bi l l ion dollar bills were 
passed by the H o use Banking Committee 
M ay 1 1 - 1 2  to  assist the nation's  bankrupt 
savings and loan and homebuilding in­
d ustries. Not  o nly wi l l  the Democratic­
sponsored bills fail to keep either industry 
from going un der-but both are l ikely to  
be held up by the Repu blican-controlled 
Senate and possible Presidential veto .  

H o use Banking Comm ittee Chair­
man Fernand St .  Germ ain's  N et Worth 
Guarantee Act, which was passed by the 
Committee to the full  H o use M ay I I , 
would provide for the U . S .  Treasury to 
spend up to $ 8 . 5  b i l l ion during the 1 983-
84 fiscal years to rescue bankrupt thrift 
institutions .  S& Ls whose net worth (cap-
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ital) fel l  below 2 percent of  assets would 
receive U.S. Treasury certificates to keep 
net worth u p .  O nly in cases w here the 
S&L then subsequently fai led would the 
T reasury be forced to pay o ut actual 
funds .  

This  means that the  bi l l  wi l l  add pre­
cisely no credit to the S& Ls, w hich des­
perately need more credit  to m a ke new 
loans to the housing indus try . 

The H ouse Banking Committee also 
voted up for H o use approval $4 bi l l ion 
in  U . S .  Treasury subsidies for the home­
bui lding industry, which is supposed to 
also help S& Ls by providing subsidized 
mortgages . The H ouse voted to spend $ 1  
b i l l ion d uring fiscal 1 982,  and a n  addi­
t ional $ 3  bil l ion d u ring fiscal 1 98 3 ,  on 
federal m ortgage subsidies .  The bulk of  
the money wi l l  go to subsi dize interest 
rates on mortgages, such that i f, for ex­
ample, a savings and loan is  ob liged to 
charge a home-b uyer 15 percent on his 
mortgage, the consumer m ay receive up 
to a 6 percent interest-rate subsidy from 
the federal Department of H o using and 
Urban Development.  

H owever, as  long as Federal R eserve 
Chairman Pau l  VoJcker keeps rates high,  
S& Ls wi l l  lose m oney, since they have to 
pay twice as m uc h  to depositors as they 
can earn on their  old mortgages. U ntil  
V olcker's policy is  changed, S& Ls will  
conti n ue to be bankrupted, and home­
bui lding will continue at h i storic lows .  

International Credit 

Hot-money influx 
erodes U.S. banking 

Since the M alvinas crisis began April  2 ,  
m ore than $ 1 8  bi l l ion has flowed into 
I n tern atio nal Banking Facilities in major 
U . S .  cit ies ,  the Federal Reserve reported 
M ay 7. This makes a total of  almost $ 1 09 
b i l l ion that has come in since the faci l it ies 
were legalized at  the beginning o f  1 982.  

I nternational  Banking Faci l it ies 
( I  BFs) are a device created by Federal 
Reserve C hairman Paul VoJcker to allow 
off-shore unregulated banking to take 
place i n  major U . S .  ci ties.  U nder the 

Fed' s new I B F  provisions,  any U .S .  bank 
can set up an "offshore" o ffice, physical­
ly on-shore in their U . S .  headquarters, 
and begin to take in foreign hot money 
and make foreign loans.  These I B F  units 
are completely u nregulated, have no re­
serves set aside in case loans go bad, and 
pay n o  taxes. 

The M alvinas crisis "has helped I BFs 
tremendously," Bank of  N ew York 
C h airman J .  Carter B acot told The New 
York Times M ay 7, because when Britain 
froze Argentina's assets i n  London April  
2 ,  i t  ru ined London's business reputation 
as a no-politics financial center par excel­
lence. 

N o  one should th ink  this is  a victory 
for the U nited States, although it  is  a loss 
for London . Only V enetian fondi stand 
to win,  as  hot  money u ndermines the 
entire economy.  This i s  because the I B F  
boom helps t o  shift the entire U . S .  bank­
i ng system and economy away from 
American System loans for industry , ag­
riculture, and other productive purposes, 
and toward speculation .  Regional banks 
from all  over the country wi l l  b e  p utting 
deposits into I BFs, instead of  m,'lking 
productive loans .  

Trade 

Commerce Secretary to 
penalize imported steel 

Com merce Secretary M alcolm Baldrige, 
in a letter to  the H ouse Com merce sub­
committee, said that h is  department is 
ready to impose penalty dut ies against 
some of the foreign manufacturers ac­
cused by U . S .  steelmakers of  unfair com­
petiti on .  

U n der the "critical circumstances" 
provision o f  the 1 979 Trade Adj ustment 
Act, the Commerce Department may 
co l lect penalties up to 90 days prior to a 
prel iminary determination of "dump­
ing" or other trade improprieties. Bald­
rige announced that "the retroactive tar­
iffs will apply to imports that were rushed 
into the U . S .  market i n  an effort to beat 
the department's prel imin ary determina­
tions ."  
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The Commerce Depa rtment act ion is  
based on complaints by seven A m erican 
steel com panies aga in st nine European 
coun tries and Brazi l and South  A frica.  

The effect of these suits  h as fo rced 
steel imports down 1 5  percent in M arch 
from the previous m onth . 

Gold 

British banks endorse 
BIS gold scheme 

Represen tati ves o f  Brita in 's  N . M .  Roth­
schild and Sons,  along with Swiss and 
other i nternati onal ban kers, ro undly en­
dorsed a rapid ret urn to an austerity gold 
standard such as proposed by the Swiss­
based Bank for I nternational Settlements 
the fi rst week in M ay .  Addressing the 
London Financial Times ' ann ual confer- . 
ence on "Gold and the I nternational 
M onetary System,"  the m ajority of 
speakers ca l l  for a new gold standard to 
be in i tiated and contro l led by the central 
ban ks ,  such as proposed by outgoing B I S  
Chairman Jelle Zij l stra late last year. 

The so-cal led "Zij lstra plan" cal ls  for 
the central banks who make up the mem­
bership of the BIS to act, independently 
of national governmen ts,  to set a cen tra l 
ban k gold price am ongst themselves. I m ­
balances in  world trade w o u l d  t h e n  b e  
settled b y  t h e  central b a n k s  who wo uld 
pay each other in  gold .  

H owever, the B I S  a lso proposes se­
vere cred it tighten ing in every co untry,  
which would mean deep economic 
depression . I n  order to maintain a stable 
central bankers' gold price against the 
U . S .  dol lar, Zij l stra proposed measures 
to drain do l lars from the m onetary sys­
tem,  such as central bank cred it tighten­
ing, national budget c uts,  and wage/ 
price controls .  

M r. Ro bert G uy, gold-trading di rec­
tor of  N . M .  Rothsch i lds in Londo n ,  told 
the con ference that cen tral ban ks are al­
ready "adopting a m ore active approach 
to management of  their  gold reserves ."  
Central banks may decide soon to " trade 
gold as actively as foreign exchange," he 
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said.  G uy was seconded by U . S .  econo­
m ist A rthur  Laffer, a leading "supply 
s ide" gold advocate close to the B I S .  

D r .  H a n s  M ast,  Execut ive Vice Pres­
ident of C redit S uisse, added th at central 
banks wi l l  soon be upgrading their  gold 
to the status o f  mo netary reserves, and 
use them for i ntervent ion in  the foreign 
cu rrency m arkets , j ust l i k e  a currency . 

Friedmanism 

"Free enterprise" zone 
troubled in California 

A recent ly launched " free enterprise 
zone," located southwest of Los A ngeles 
in the township of  Dribbles,  appears to 
be in  deep trouble .  What began as an 
i so lated i ncident i n  a smal l ,  s lave-labor 
hand- laundry has exploded i nto a violent 
general  strike,  presen tly engulfing the 
ent ire township .  

The zone had been viewed as the  star 
proj ect of M rs .  To m Fondle's  Confeder­
at ion for Econ omic  Degeneracy (CEO).  
C E O  spokesmen have featured Dribbles 
as the "co m m unity of tomorrow,"  as 
proo f th at people could be " happy and 
prosperous without using a s ingle watt  of 
l ight ,  heat or electric power ."  M rs .  Tom 
Fondle itsel f j ust recently completed a 
statewide speak ing-tour,  prom ising that 
the day of a tru ly non-oppressi ve form o f  
l i fe-style h ad. arrived . 

The trouble began at a smal l  estab­
l ishment named W hang Gong's Brit ish 
Tradit ional  Hand Laun dry, an establ ish­
ment employing 1 8  h appy female m eth­
adone-maintenance cases. Once the i ron 
is heated,  over quaint l i t t le fi res o f  aged 
rabbit-d ung,  the ch eerfu l  laundress takes 
a mouthfu l  o f  water, which she spits on 
the laundry as she presses . All  was peace­
fu l unti l  Whang G ong caught one of his  
laun dresses swal lowi ng her water  o n  
company t i m e ,  a n d  fi red h e r  on t h e  spot . 

For reasons yet to be explained, the 
1 7  other happy empl oyees o f  the Whang 
Gong's Brit ish Tradit ional  Hand Laun­
dry walked out.  M ysteriously,  that im­
promptu labor-dispute spread through 
the labor-force of  Dribble .  

Briefly 
• ARGENTINA'S central bank 
loosened credi t  to the bank i ng sys­
tem M ay 1 3 , by lowering min i ­
mum reserve requirements from 16 
percent to 1 5  percent-the bank's  
th ird decrease s ince the M a l vi nas 
Is lands crisis began Apri l  2 .  The 
m o ve wi l l  make m ore than 2 bi l l ion 
pesos ($ 1 .4 m i l lion)  avai lable  to 
the banking system . 

• THE INTERNATIONAL 
M onetary Fund wil l  get no requests 
for financial  help from A rgentina,  
Argent ine fin ance m i n ister Rob­
erto A lemann told the press M ay 
1 2 .  A lemann was spea k i ng from 
Helsi n k i ,  F in land,  d u ring the In­
ter im Committee meet ing of  the 
I M F ,  w here he attended as the Ar­
gent ine delegate . A rgent ina  is 
quite able to pay i ts  foreign debts, 
A lemann stated , in spite o f  British 
a l legat ions ,  a nd has n o  n eed to 
submit i ts  economy to I M F  condi­
t ional i t ies .  

• BRITISH EXPORTERS to Ni­
geria are being badly h urt by the 
Nigerian im port freeze which Brit­
a in i tself has forced upon the A fri­
can nat ion,  London firms com­
plained the fi rst week i n  M a y .  B rit­
ish exporters, who so ld  over $3 
b i l li o n  in industria l  goods to Ni­
ger ia  l ast  year ,  h ave been h ardest 
hit by N igeria's reduction in im­
ports  th is  yea r o f  over  33  percent .  
I n  M arch Brit ish Petro leum col­
lapsed N igerian oil  revenues by 
d u m p i ng l ight oil  comparable to 
Nigeria's on the o pen m arkets, 
cost ing N igeria up to 50 percent of 
i ts  p rojected reven u es so far this 
year.  

• THE WEST GERMAN gov­
ern ment expects Germ a n  banks to 
increase financing from 90 to 100 
percent of their  share of the Sibe­
rian pi pe l ine  scheduled for com­
pletion in  1 98 7 .  German banks,  
which had held back on further 
credits to the Soviet U ni o n  under 
U . S .  press ure fol l owing the Pol ish 
crisis last Decem ber, are now re­
ported prepared to increase their 
fi nancing from $ 1 . 1 2  b i l l ion to 
$ 1 .25 b i l l ion .  
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How the Mitterrand 
regime has begun 
to destroy France 
by Philip Golub, Wiesbaden Bureau Chief 

D u ri ng a v is i t  to London soon after h i s  election a s  Pres ident o f  France,  
F ran�ois  M itterr a n d  chose to characterize the central  feature of  his  foreign 
p o l icy as the reestabl i s h m e n t  o f  a n  "entente cordiale" between Brita i n  a n d  
France.  H ardly acci dental ,  M i tterrand' s reference to t h e  1 904 treaty w h i ch 
served as prelude to W o r l d  W a r  I revealed h i s  th i n k i ng a n d  i mp l ied the 
q ua l itat ive shift French p o l icy was about to u n dergo : 1 )  the pr iv i leged 
Franco-Germ a n  re lat io n s h i p ,  cornersto ne  of French foreign p o l icy u n der de 
G a u l le,  P o m p i d o u ,  and G iscard d ' Esta ing ,  wa s  to be rep laced by a pr iv i leged 
A nglo- French p o l icy,  an d 2)  a g lobal  redefin it ion of  French T h i rd World  
p o l icy was a b o ut to occu r  a n d  a m o re c o l o n i a l  pol icy sty led o n  the Fo urth 
Rep u b l i c  w o u l d  repl ace the nat ion-state orien tati o n  o f  the first  three Presi­
dents o f  the F ifth Repu b l i c .  

Socia l i s t  Fran ce h a s  apparently fo u n d  i n  the M alv inas  war t h e  ideal  
co ndit ions to u n ite these two p o l i cies .  France has  recent ly  given spectacular  
d ip lom atic support to Brita i n ,  was  u nequivocal  when others  i n  Europe were 
equ ivocal  a n d  sought  vai n ly to restrain  the spread o f  c o n fl ict .  

N on et heless the key to the M itterrand Regime's  fo reign po l icy l ies  not  in  
i ts A ng l o p h i l ia-w h i ch is  a n  i n evitable ,  a l m ost hered itary,  feature o f  Fourth 
R ep u b l i c  po l i t ic ians-but in the reflect i o n  o f  its  own c o l o n i a l  des i res  i t  sees 
in  G reat B ri ta i n ' s  p o l i cies .  H o w  else c an one u n d erstan d  the reference to 1 904 
entente w h i ch had a crucia l  a n d  last ing i n fluence in T h i rd Wor ld  h i story? 
U nder the enten te,  strateg i c  a reas of i n fluence were defi n ed fo r both colo n i a l  
powers:  M o rocco was "given" to France w h i l e  England "too k "  Egypt .  
U lti m ate ly t h i s  fra mework o f  accords led to the  secret wart ime Sykes-Picot 
accord w h i ch carved up the e n t i re M i deast between France and England .  
T h i s  second expans ion ist  effort p ut Syria a n d  w h at i s  n o w  Leb a n o n  un der 
French rule whereas Palestine and what was then M esopota m i a  were m ade 
part o f t h e  B rit ish E m p i re w h ich then contro l led  both the western a n d  eastern 
access to the S uez C a n a l . 

Mi tterrand ,  u n li ke m a ny o f  the yo unger Soci a l i st tech n ocrats who i n habit  
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The scene on Paris 's Rue Marboeufafter the April 23 fire-bombing in front of the Lebanese weekly A I-Watan AI-A rab i .  Terrorism has 
joined unemployment and inflation on the list of France 's domestic problems under the Socialists. 

Paris m i n i stries today,  i s  a p ure product of t h e  F o u rth 
Rep u b l i c .  He  was I I  t i m es m i n ister in vary i n g  fu nct i o n s  
over t h e  s a m e  n u m ber o f  years,  a n d  part ic ipated at  t i mes 
i n  a very di rect way,  in the v io lent  co l o n i a l  cr i s i s  of the  
Fourth R ep u b l i c: I ndochi na ,  M ad agascar,  a n d  A lger ia  
pr imari ly .  His  then-fa m o us wa r  cry o ver A lger i a ,  "the 
o n l y  negot iat ion i s  war ,"  characterized h is  p o l i cy o ut­
look at the t ime.  

The Socialists and the Third World 
Thus,  the fi rst and s i n ce-then reco n fi rmed react i o n  

o f  France to the M al v i n as affa i r  was to s e e  i n  A rgen­
tina's act ion a t h reat to i ts  own va r ious  propert i e s ,  
possess ions ,  and protectorates throughout  the w o r l d . 
The nostalgia fo r l ost  c o l o n i a l  power , coupled w i t h  the 
con descens ion toward developi ng-sector  p o p u l a t i o n s  
o f  t h e  co lon ia l  c l a s s ,  has  beco me an  e v i d e n t ,  centra l  
feat ure o f  French Soci al i st p o l i cy .  Pi erre M e n des­
France, M itterra n d ' s  mentor ,  exp ressed t h i s  in a back­
gro u n d  di scuss ion a s  the mot ivat i n g  feature o f  F rance ' s  
Third World pol icy .  A l t h o ugh m oderate by F o u rt h  
Rep u b l i c  stand ards,  M e ndes-France bel i eves today that  
the developing sector  i s  largely i ncapable o f  autono­
mous i n d ustr ia l izat ion effo rts even when g i ven the 
opportu n i ties to do s o .  The em ergence o f  n ew n a t i o ns 
as i n depen de nt  powers has ,  in h i s  v iew,  l ed  to i n ca l c u l ­
abi l i ty i n  i n ternat i o n a l  affa i r s .  France's  respo nse  t o  t h i s  
i nsta b i l i ty of  deve lop ing sector  areas m ust.  i n  h i s  v iew , 
be flex i ble b ut capable of m i l i tary act i o n  when req u i re d .  

I f  anyth i ng,  M endes- France i s  m o r e  ca refu l ,  m o re of  

EIR M ay 2 5 ,  1 98 2 

a rea l i s t ,  than the Soci a l i s t  regi me w h ich he d i d  so m uch 
to foster .  French fo reign m i n i stry and devel opment 
o ffi c i a l s  h a ve u n a m b i g u o u s ly opted for an end to the 
t r a n s fer o f  any tech n o l ogy o f  va lue  to A frica,  the 
bast ion o f  Franch i n fl uence i n  the developing sector ,  
w h i l e  choos i n g  at the same t i m e  to m a i n ta i n ,  i f  not  
ree n force, France ' s  m i l i ta ry apparatus  o n  the  co n t i nent .  
A certa in  fo rm o f  tr i age i s  a l ready in  operat i o n :  cred its 
are bei ng cut  down, approp r iate tech n o l ogies alone a re 
u nder d iscuss io n .  A frica i s ,  i n creas ing ly ,  a mere zone o f  
raw-materi a l s  extract i o n  a n d  p r o x y  c o n fl icts .  Socia l i s t  
p o l i cy toward Centra l  A merica has  been b ased o n  
s i m i la r  o u t l o o k s  where t h e  m i l i ta ry he lp  a n d  fu n d i n g  
provided to the g ue ri l la movements  there has been part 
o f  an effort to weak en American power i n  the  a rea i n  
favor of  a r u r a l  eth i c  w h i c h  w o u l d  leave Central  A mer­
ica in con ti n u i n g  i m m is erat i o n . 

W hen the U . S .  govern ment ,  i n  a b u rst  o f  H aig ian 
act iv i ty ,  decided to reopen i n te l l i gence exchanges 
stran gely i n te rrupted s i n ce the \ 960s , and began to see 
in F rance a new b at teri ng ram aga i n s t  R u s s i a ,  it had 
fu ndamenta l ly  m i seva l u a ted the n at u re o f  the n ew re­
g i m e, wh ose pol icy  was a n d  is s i m u ltaneous ly  ant i ­
A m er i can a n d  ant i -Soviet .  M i tterra n d  a n d  h i s  Foreign 
M i n i s ter  Cla ude Cheysson have reiterated t ime a n d  t i m e  
agai n ,  in  p u b l i c  a n d  i n  pr ivate, that the cent ra l  s t rategic 
preoccupat ion of the Socia l ist  reg i m e  i s  to act to avoid 
a " n ew Y a l ta , "  a g lobal  accord w h i c h  would  bypass  
French i n terests i n  the deve l o p i n g  sect o r .  I n  Par is  
m i n istries t hese days one  hears sen i o r  o ffic ia ls  seri o us ly  
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espousing the view that French Socia l ist efforts to heat 
up Central A merica are counterbalanced by equal ly 
destabi l izing anti-Soviet efforts in  Eastern Europe and 
i n  Poland in  particular . 

The contrasts to Gaullism 
M i tterrand's foreign policy thus represents a com­

plete break with the strategic pol icies pursued by France 
over the past 23 years, and a return to those of  the 
Fourth RepUbl ic .  I nterior M i n ister Gaston Defferre 
made a point of  this recently when he declared that the 
Fourth Repub lic  was, in  his wise op in ion ,  far more 
successfu l  than the Fifth.  

The broad l ines o f  de Gaul le 's foreign pol icy o ut­
look,  l argely fol lowed by his  two successors, were 
premised on the not ion of an entente among sovereign 
nations in  the East-'Yest fie ld as well as in N orth-South 
relations .  As his speech to the Academy of  Science of 
Buenos Aires in 1 9 64 demonstrates, h is  central preoc­
cupation was that developing-sector nations,  freed from 
colonial ism in  the  aftermath of Wor ld  War I I ,  wou ld  
accede to the  technological means and scient ific k now­
how required to m aster thei r own destinies .  

European n ations,  emerging from the devastation of 
the war ,  would in  turn have to define  a commonality of 
interest without renouncing their national sovereignt ies 
i f  Europe held any chance to exert i n fluence in  the 
postwar world .  De G aul le understood that the rapid 
industrial modernizat ion of Europe would then be of 
effective va lue for the n ations of  the developing sector .  
Europe' s power itself would radiate out from a cement­
ed Franco-German relationship . 

By the end o f  the 1 960s, as the internat ional  mone­
tary system establ ished at Bretton Woods began to 
unravel, de Gaul le and his adviser, the celebrated econ­
omist  Jacques R ueff, were the  firs t  to demand a new 
internationa l  monetary order. Pope Paul V I ' s  encyclical ,  
Populo rum Progressio, and Gaul l ist France's develop­
men t  perspectives were largely identical in their formu­
lation and outlook . Although never written down in 
one single document, the idea of world development 
characterizes a l l  of de Gaulle's works .  

From h i s  wartime and  postwar experience, de Gaul le  
understood England:  Churchi l l  was as bitter an "al ly" 
as could be found .  

The conflict between London and de  G au l le in the 
immediate postwar period over the Levant region ( Le­
banon and Syria) is  paradigmatic of this fact .  De Gaul le 
i n  his col lected works has noted that he would have 
declared war on England in  1 946 over British M ideast 
pol icy had France been capable of  doing so. During the 
war and in i ts immediate aftermath, Britain had hoped 
to subdue France. Jean Monnet, working against de 
Gaulle, provides insight in to the problem with his 
proposal for a merger of France into the Brit ish empire.  
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Concrete real i ties of  Brit ish strategic policy led de 
Gau l le to keep them out of the European Community.  

The sweeping contrast of Fourth Republ ic pol icies 
and those of de Gaul le  could not have been greater . The 
Suez Canal expedition  of  1 956  demonstrated that 
France had become "a cock-boat in the wake of a 
Bri ti sh man of  war . "  The repeated efforts towards 
supranati,onal  i nstitutions  had made France into a ter­
t iary power, at best, fatal ly diseased by colonial  wars . 

De Gaul le and R ueff left Georges Pompidou an 
economy in  fu l l  expans ion,  a strategic defense capabi l ity 
of real value and a development design .  With minor 
changes, Pompidou p ursued de Gaul le's policies and 
though,  in a moment of  hesitat ion ,  he relented on the 
quest ion of  Brit ish entry into the EC, he was the first to 
recognize at the end of his term (which was shortened 
by an early death) that he had been in  error .  

Valery G iscard d ' Estaing was e lected in 1 974 in a 
world situation characterized by aggravated monetary 
an d strategic cris i s .  The crucial strategic decision taken 
in the early years of his term to launch a massive n uclear 
program protected the otherwise fragile French econo­
my from the vio lent effects of  the successive oi l  crises . 
N ot a traditiona l  Gaul l ist ,  Giscard in 1 976, when faced 
with the incalcuable strategic problems caused by the 
e lection of J immy Carter in the U nited States, made a 
thorough return to tradit ional  Gaul l i st policies in for­
eign affairs .  He and West German Chancellor Helmut 
Schmidt,  both a l l i es o f  the U nited States, saw in Carter 
a m utual danger, which enhanced Franco-German co­
operation .  The vastly aggravated in ternational pay­
ments crisis after 1 974 also l ed to the reintroduction of 
the debate of  a go ld monetary system which itself 
brought about the creat ion of the European M onetary 
System and the idea of  the European M onetary Fund.  

Consequences of Mitterrand's victory 
With the defeat of Giscard d' Estaing France is, once 

again , becoming a teritary power, a destabi l izing rather 
than a stabi l iz ing factor in world affairs .  Liberation 
theology and colonia l  inspi ration have replaced a design 
for development and stabi l i ty .  

Worst of  a l l ,  continental Europe has been profound­
ly weakened by the a ngloph i le penchants of the new 
regi me, whose domestic instabi l i ty matches the incoher­
ence of its foreign pol icy. What policy does France have 
today toward the Soviet U nion? No one rea\1y knows­
perhaps the government itsel f doesn ' t  know.  France no 
longer has a war-avoidance pol icy, but rather a policy 
of  disturb ing the possib i l i ty of a feared new Y alta .  

I ron ical ly,  the M i tterrand government, weakening 
France's world posit ion and hence that of Europe as a 
whole, has made necessary what it fears most: a super­
power understanding if  peace i s  to be maintained in the 
1 980s. 
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Domestic Politics 

The Socialist Party loses 
its mandate to govern 
by Philip Golub 

It is not uncommon in leading Parisian ci rcles these days 
to compare the tense and increasingly violent pol itical 
cl imate in the country to that of the chaotic last years of 
the Fourth Republic,  or  even to the period of sectarian 
violence which fol lowed the liberation in  1 94 5 .  

U ndoubtedly, the left- right pol itical conflict has 
sharpened to a degree that has surprised m ost observers, 
and France is more divided as a nation today than at any 
time since 1 958 ,  when escalating mi l itary crises in A lgeria 
brought on endless domestic crises and a political paral­
ysis which forced Charles de Gaul le out of  political 
retirement and into executive power .  

Terrbrism has evoked im ages of  an " ltalianization" 
of France, repeated purges of the nat ional  pol ice and 
security forces have left persisting bitterness among se­
curity forces and have polarized min isters within the 
government, all of which has led to i ntensifying interne­
cine "police wars"; the French economy is facing its 
worst crisis in years, and the government i s  committing 
very grave errors of  management, which , i f  pursued, may 
very well lead to economic col lapse. 

The most remarkable feature of  the n ational crisis 
afflicti ng Fran ce is that the predicates of the crisis de­
scribed above, al l  result ,  d irectly or  indirectly, from the 
manifest incompetence of the new Socialist regime to 
rule in times of world crisi s .  

Un like 1958 ,  neither mil i tary crisis nor institutional  
paralysis resulti ng from British parl iamentary forms are 
attributab le causes of the rapid deterioration of  po litical 
l ife and executive authority in  France. In retrospect, i t  is 
a simple matter to locate how the combination o f p arlia­
mentary paralysis ,  the col lapse of executive authori ty,  
and various bloody and useless colonial enterprises of  
conquest k i l led the Fourth Republ ic .  Today, the  crisis 
has different institutional dimensions in spite of  the fact 
that the principal actors in the government are al l  prod­
ucts of the anti-Gaull ist Fourth Republ ic . 

Francois M itterrand was elected 1 2  months ago with 
a smal l  though relatively comfortable majority .  The 
presidential  elect ion was fol lowed by the June 1 98 1 ,  
legis lative elections which crushed both the neo-Gaull ist 
Rassemblement pour la Republ ique (RPR) and the Gis­
cardian coalition,  U nion Democratique Fran�aise 
(UDF) ,  giving the Socialist Party an absolute majority in 

EIR May 25 ,  1 98 2  

the newly voted N ational  Assembly.  
The image of absolute power was i ntoxicating, par­

ticularly to a class of  i deologues who sti l l  view M arat, 
Danton , Roberspierre, Saint J ust, and other "radical" 
Jacobin leaders of  the French Revolut ion as their spirit­
ual forefathers . The intoxication lasted unti l  this past 
M arch , which brought a stinging defeat of the govern­
ment coalition in local elections .  Throughout l ast  sum­
m er, the leading representatives o f  the Socialist Party 
were, quite l iterally, cal li ng for "heads to fal l . "  The new 
president of the N ational A ssembly and close friend of  
Mi tterrand,  Lou i s  M ermaz, denied the  rights of  speech 
of the opposition in parl iament, citing Saint Just to 
b uttress his argument .  M i tterrand h imself repeatedly 
warned the country that a "radical ization" of the govern­
ment would occur were the opposition to oppose h im . 

I t  i s  parenthetical ly usefu l  to note that the continuing 
references to the mythology o f  the French Revolution 
served in the eyes o f  the Socialists to legitimize their 
pol icies . Y et the new ru lers of  France truly are heirs to 
the class o f  populi st demagogues and agents of  the 
H ouse of Orleans which led the Club des Jacobins .  

Threats were fol lowed by action :  the police were 
purged without regard to the consequences this would 
have on the security of the nation;  the l arge banks and 
industrial enterprises were national ized so as to concen­
trate economic power in the hands <;>f the Socialist state; 
the heads of  u niversities were deposed, etc . 

Opposition sweeps local elections 
Today,  the real power of  the Social ist s  is m uch less 

than their lega l  power, for although they control the 
state, they do not have u nreserved popular support­
q uite the contrary. The l ocal elections  of  M a rch 1 982 
gave the new opposition more than 5 1  percent of  the 
vote, and they were preceded by four legis lative by­
elections last January which were swept by the UDF 
and RPR.  

A carefu l  analysis of  the  presidential and l egislative 
e lections of M ay-June 1 98 1  shows that the l ocal elec­
tions results describe social and polit ical trends more 
faithfu l ly than the usual  voting patterns o f  1 98 1 :  

I) Al l  leading pol itical observers, including the So­
cial ists ,  now concur that the presidential victory o f  
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Mitterrand was solely attributable to a m assive and 
voluntary switch of RPR votes to M i tterrand.  At the 
time of the elections,  leading government officials in­
formed EIR that over I mil l ion RPR or RPR-linked 
right-wing votes were "given" to M i tterrand by the 
Gaul lists i n  an effort to defeat the incumbent President 
Giscard at al l  costs . 

The Socialist Party's vote totals on the fi rst round of  
the  presidential  e lections on M ay 1 0  indicated a very 
s light progress ion of the party , b ut nothing more. The 
addition of Socialist, Communist ,  left-radical, and ex­
treme-left-wing votes of the fi rst  round did not give 
Mitterrand the result he achieved on the second round .  

2) The RPR, which calculated that  whi le defeating 
Giscard it  would be able to maintain a major  presence 
in parliament, then coI lapsed. However, the demorali­
zation of the traditional electorate of the ex-majority led 
to extraordinari ly high rates of abstention of  both U OF 
and RPR voters during the June legislative elections .  
H ence the overwhelming Socia l ist victory ( the elections 
are not proportional  votes where representation i s  pro­
portionate to vote totals, but rather give a marked 
legislative surp lus  to the leading party . Thus the Social­
ists have over 50 percent of  al l  seats i n  Parliament with 
only 30 percent of  the vote) . 

The recent cantonal elect ions made obvious that 
those who had switched their vote on  M ay 10 and then 
in June, �witched back to the former Giscardian-major­
ity in spite o f  the opposit ion 's  lack of cohesion and 
political program . The government, wh ich has shown 
itse lf  i ncapable o f  deal ing s imultaneously with labor,  
industry, pol ice, and peasants, found i tself national ly 
discredited . Since March,  the government's rea l power 
has no relation to its legal  power. 

Mitterrand's incompetence to rule 
One of the elder statesmen of the opposition and the 

founder with de G auI le of the constitution of the Fifth 
Republic ,  M ichel Oebre, noted as m uch in an article in 
the Paris daily Le Figaro . Oebre pointed out the d i st inc­
tion between " legality" and "historical legit in1acy ,"  the 
latter being a reference to de GauI le's notion of the state 
as representing a nation-state rather than a col lect ion of 
different i nterests .  Declari ng the Social ist govern ment 
i l I egitimate, Oebre characterized its incompetence to 
rule .  

Since M arch the government has in its own way 
proven Oebre's thesi s: ministers have fought each other 
in the publ ic arena over secur ity pol icy ,  and whi le  the 
Justice Min ister, for example, frees arrested terrorists, 
the ' Interior M in ister cal l s  on  pol ice to "shoot to k i l l . " 
M ass demonstrations of d isgruntled citizens have been 
occurring:  two months ago, the peasan ts' associat ion 
demonstrated with over 80,000 people in Paris;  two 
weeks ago 1 80,000 gathered in the Paris region a lone to 
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protest government projects to close down private 
schools .  A mass demo nstration w i l l  occur M ay 1 5  of 
the French right-to- l i fe organ ization aga inst the gov­
ern ment's fami ly po l icy . 

Pri me Min i ster M auroy has  seen i n  th is  ebul l i t ion of  
opposit ion act ivity a threat of  great s ignificance and 
two weeks ago warned of  a "general effort to  destabi l ize 
the government ."  This co unterattack does not d imin ish 
the sense that a cris is  i s  looming .  The vio lence of 
Socia l i st language and threats over the sum mer opened 
the way for equal ly  v iolent reta l i atory efforts .  I f the 
Social ist-Comm un ist coa l i t ion loses the mun icipal elec­
t ions upcoming in 1 982 ,  the door wi l l  be open for a 
general questioning of the " legi t imacy" of the govern­
ment. Even the eminence grise of the French left and 
mento r  of  M itterrand,  Pierre M endes- France, has indi­
cated h i s  preoccupation over the incompetence of 
France's present leadersh ip .  U n der such circumstances 
early general legis la tive elect ions would probably be­
come necessary. 

C i rcles i n  Paris are, however, speCU lat ing about 
another possib i l i ty ,  th at of early presidentia l  elect ions  
caused by an ear ly  demise or resignation of  the Presi­
dent. Rumors abound about the president ' s  state of 
hea l th ,  s ince M itterra nd has shown s igns of  wea kness 
recent ly .  Wh atever the truth of these ins in  uations ,  l arge 
parts of the opposit ion are calculat ing th i s  as a factor .  

Some hard l i ners in the RPR have spoken of a 
" looming c iv i l  war" (Charles Pasqua, chief of the 
R PR's senate group), others of  civi l  confl ict .  Within the 
Socia l i st Party itself there i s  such con fus ion and fact ion­
al  stri fe ,  i nc luding among min isters, th at one gets the 
sense of  a scramble  for power. 

Prospects for economic instability 
U lt imately the Soc ia l i sts w i l l  be con fronted with the 

harsh effects o f  the intern at ional  economic cris is wh ich 
they so long denied for partisan reasons when Gi scard 
was in power. France' s economy i s  ext remely fragile 
and a m ajor shock would th row i t  on i ts  knees faster 
than that of G ermany or other Western nat ions .  To 
fu lfi l l  h i s  promises M itterrand has more than tr ipled the 
in debtedness of  the state, and doubled external lending 
with in a near-zero-growth  context .  The French econo­
my's expans ion is  below 0.2 percent th is year ! Either a 
vast austerity wi l l  fo l low with inevitable soci a l  repercus­
sions  or France w i l l experience a hyperin flat ion wh ich 
w i l l  destroy the franc.  

One year has  largely sufficed to ta ke away virtual  
power fro m the hands of  those who h ave al l  power. 
Thei r mastery of  rea l i ty  and events in the world i s 
a lmost n i l .  What wi l l  then emerge? 

On ly one th ing is certa in :  the d ifficul t ies now affl ict­
ing t he M i tterrand regime are on ly the fi rst act of a 
broaden ing domest ic  struggle fo r power. 
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The Economy 

France,once again becomes 
the 'sick man of Europe' 
by Laurent Murawiec ,  European. Economics Editor 

France in the years of the Fo urth Republ ic ,  1 945-58 ,  was 
k nown as the "S ick M an of Europe," on grounds of  the 
instabi l i ty of  its pol it ical system as weI l as of  i ts chroni­
caIly weak currency . Now that a Fourth Republ ic  pol i t i ­
cian has assumed the powers vested u nto presidents of 
the Fifth Republ ic  by i t s  fou nder, Charles de GauI le,  the 
France of Monsieur M i tterrand i s  making great str ides 
toward a recovery of i ts  former n ickname.  

The Banq ue de France is spending over IO  b i I l ion 
francs a month in market in tervention to support the 
currency, and the foreign exchange reserves have 
dropped by nearly 20 percent in the I I  months s ince the 
Social ist sweep i nto power. Reserve l osses reached nearly 
12 b i l l ion francs-abo ut $2 bi I l ion-last M arch, and the 
hemorrhage i s  aggravated by the i rrepress ib ly growing 
trade defici t .  

The cover rate of foreign trade (exports d ivided by 
imports) has fa l len to a permanent 80-85 percent ,  and the 
trade deficit reached 1 7  to 2 1  b i l l ion  francs in the first 
quarter (according to d i fferent criteria ) .  This ,  i n  a highly 
favorable envi ronment  where the price of  oi l and a l l  
other raw materia l s  dropped substantia lly, a n d  where 
French oil purchases dropped in  vo lume by near ly 25 
percen t !  France has i n  fact im ported consumer goods 
with the monies l i bera l ly distr ibuted by the M itterrand 
government-an a ltru istic, but  hard ly efficient hand l ing 
of a national recession .  

Exports went up 7 . 6  percent i n  the fi rst  ha l f  of  1 98 1 ,  
and went down by 2 . 9  percent i n  the second ha lf. I mports 
were respectively down 0.8 percent and then up 5 percent .  
The gap widened throughout 1 98 1  and i s  conti nu ing .  
Exports stagnated . For the fi rst q uarter of  1 982 ,  the 
volume of large indust ria l  export contracts dropped by 
I O percent, a harbinger of lower output figures for the 
next few months.  The current depressed state of  exports 
is ch iefly due to the growing deterioration of  the abi l i ty 
of French products to compete because of their inflated 
prices . 

The M itterrand regime, admi ttedly ,  never counted 
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on  export markets to be a locomotive .  Domestic con­
sumpt ion,  and the state admin i strat ion's  consumption of  
services , were entrusted wi th  that  task. Real disposable 
i nco me of  households d ropped 0.7 percent in the third 
q uarter of  1 98 1 ,  and gained 0.7 percent in  the final 
q uarter-at a t ime when the Socialist government was 
supposedly m assively i ncreasing purchasing power of  the 
populat ion to pr ime the economic pump ! 

I nflation h as already canceled what nominal gains 
were g ranted . The lowest wage earners' purchasing pow­
er grew by 5 percent last year, but white-collar workers 
and professionals have s uffered a sizable erosion of their 
income, which has now nipped off any chance, if there 
ever h ad been any , o f  a consumer-led recovery . Con­
sumption is now shrinking .  

Nor  is investment likely to provide any relief. Social 
and fisca l costs for the corporate sector underwent a 
crushing 1 5- 1 8  percent increase s ince the Socialist victo­
ry . I nvestment was up an insufficient I percent in the 
second half o f  1 98 1 ,  and down 1 0  percent for the year as 
a whole. The national Statistical Institute (INSEE) reck­
ons with a further 7 percent drop in 1 982 . Recent pro­
i nvestment m easures announced by a panicked Prime 
Minister ( including cheap credi t  for the corporate sector, 
a pause in the overburdeni ng of corporations with new 
costs, backing off from legis lat ion to bring down the 
work-week to 3 5  hours)  w i l l  amel iorate, but by no means 
so l ve the p roblem . Profit m argins and sales oppo rtunities 
h ave been so eroded, future conditions are so uncertain, 
that i nvestment remains essential ly paralyzed. The state, 
which now contro l s  40 percent of potential investment 
through the wave of nationalizations, wi l l  push the new­
ly-national ized corporations  to compensate for the lag in  
pr ivate sector investment-either at  the cost of public 
finances, or th�o ugh massive price r i ses .  In either case , 
the strategy i s  counter-productive. 

'Post-industrial' growth 
Only  one category of expenditure is  growing, that of 
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the government bureaucracy . One hundred thousand 
unprod uctive jobs have a lready been created, and the 
admin istrat ion i s  consuming vast amounts o f  u nproduc­
t ive serv ices . 

G D P was up a fair ly  r id iculous 0 .2  percent for 1 98 1  
as a whole, fo r a l l  the loud-trumpeted recovery fin anc­
ing done by the redistrib ut ionist  doctri na i res i n  govern­
ment. The I NS E E  i ndex of industr ial  output shows 
how, after a short bl ip due to the massive pumpi ng of 
cash into sectors of  the economy, the i nane Socia l i s t  
pol icy has sent economic act ivity p lummeting :  

February 1 98 1  . . . . . .  ; . . . . . . . . . . . . . . 1 30 
November 1 98 1  . . . . . . . . . . . . . . . . . . . .  1 3 1  
December 1 98 1  . . . . . . . . . . . . . . . . . . . .  1 33 
January 1 982 . . . . . . . . . . . . . . . . . . . . . .  1 28 
February 1 98 2  . . . . . . . . . . . . . . . . . . . . .  1 27 

( 1 970 = 1 00) 

The l ack of  a sustained recovery, or even of  a status 
quo ante stagnation ,  has resu l ted i n  an increase of  
300,000 i n  unemployment s ince M ay 1 98 1 .  Over 1 0  
percent o f  the wage-earn ing labor force i s  now unem­
p loyed . Of the 600,000 school-graduates who w i l l  h i t  
the  l abor markets starting  next J une, not m ore than ha l f  
w i l l  find  a job .  By October, unemployment w i l l  reach 
2 . 3  to 2.4 m i l l ion-a socia l ly  explos ive level . W orse for 
the Socia l i sts ,  the year-to-year increase in unem ploy­
ment obst inately refuses to drop m uch below 20 percent . 

No balanced budget 
The state of pub l ic finances is one of the most 

worrisome aspects of the s ituation .  The l ast G iscard­
Barre budget cal led for a t iny 3 1  b i l l ion  franc deficit . 
Est imates for 1 982 are that i t  wi l l  hit  1 40 bi l l i on .  The 
estimates fo r the 1 983  budget, which wil l  have to be 
presented by the govern ment by September, cal l for a 
200 b i l l ion  franc  deficit-a fu l l  6 percent o f  gross 
domestic product-and unofficia l  forecasts c irculated i n  
Paris suggest that the fina l  figure might b e  nearer 250 
b i l l ion  francs, or  about 7 .5 percent of  G D P. The l arge 
"off-budget" deficit of the Nat ional  H ealth Service, 1 3  
b i l l ion francs, and o f  the Nat ional  U nemployment 
I nsurance Fund,  est imated at 37  b i l l ion for 1 982 and 
1 98 3  together, foretel l  more troub le .  

I n  the fi rst two months of the year ,  wh i le budget 
expenditures grew by 27 .6  percent ,  total state income 
on ly  wen t u p  by 1 1  percent:  monetary creat ion-com­
mon ly known as pr in t ing  confetti money-has provided 
the remainder .  More recent ly ,  when M o n sieur M itter­
rand started to be briefed by those of h is advi sers whose 
understanding of figures , i f  not o f  economics,  is in some 
way related to rea l i t ies,  he stamped h i s  foot  on the 
ground ,  and issued orders for the deficit to remain  
under  3 percent of  G D P-a Gal l ic  im itat ion of  King 
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Canute, one assumes .  I n exorably,  the M itterrand re­
g ime is being led to a crossroads :  either an explosion of 
costs ,  i n flation ,  and currency deva luat io n ,  or a v io lent 
swing to bruta l budget and wage austerity . I n  both 
cases, the French economy stands to lose. This is 
nonetheless the debate which opposes the "realist" wing 
of the Socia l i sts (who m i l itate for gradual  de-i ndustrial­
izat ion and a shift to a "technetronic ," "telematique" 
society) ,  and the l unat ic  wing o f  sans-culotte revo lution­
ary levelers . 

The overa l l  resu l t  i s  of course i nflation , d ue to the 
weak ness of  the franc (most c urrencies are hitting their 
h i stor ical  h ighs against  the French currency) ,  to the level 
of nominal wage i ncreases- I 5 percent a n n ua l ly ,  to the 
money-pri nt ing methods of b udget-financing,  to the 
new cost factors im posed on  ind ustria l  pr ices, and to 
the a bsurd level of in terest rates (admittedly none of  the 
Soci al ists ' fau l t  s ince the base rate in  the pyramid of 
i nterest rates has  stubborn ly refused to m ove u nder 1 5  
percen t  at any t ime  i n  the l ast year) . The rate of inflation 
had moderated in the last few months ,  down to II 
percent, but  the latest figures for M arch indicate an  end 
to  this eas ing :  the ann ual ized rate of  i n flat ion i s  now 
1 5 .4 percent . 

Mortgaging France 
The trade deficit ,  the budget deficit ,  the inflation 

d i fferent ia l  with m ajor  trade partners,  the l arge-scale 
withdrawals of  funds by in ternat ional  investors ( France 
now loses 20 b i l l ion  francs of  reserves a month on  trade 
account  and market intervent ion) ,  and the increasing re­
course to large-sca le foreign i ndebtedness (whi le the 
med ium- to long-term purchasing power o f  the franc i s  
dropping)  wi l l  mortgage la rger and larger parts of  the 
nationa l  wea l th .  The cen tral bank i s  l os ing reserves 
accumu lated in the l ast  two decades of productive 
expans ion ,  and wil l  probably soon start to mortgage the 
gold com ponent of its reserves . Swiss banks have been 
attract ing m uch of the fl ight capital so dearly paid by 
the nat ional  acco unts in the form of currency deprecia­
t io n-and they wi l l ,  i ron ical ly ,  be able, at a later phase 
of  the c ri si s ,  to buy the productive assets of  the French 
economy at a greatly deval ued price.  

In 1 789 an d the few years of chaos that ensued as a 
year- l ong process o f  fin ancia l  destab i l ization of France 
reached its c l imax ,  the Swiss-control led G i rondins ,  the 
shock troops of  M arat and Danton ,  fa i led to push 
through the internationa l ,  imperia l  dreams of  their 
Geneva paymasters. The Brit ish financiers decided that 
France had to be dest royed, and the sans-culottes i n  
thei r pay did the job  qu i te  effect ively .  France in the 
1 980s is  faced with the same predicament under its 
present Soci al ist  government .  A mere few months' t ime 
now stands between the French economy and the out­
break of  an  explosive cri s i s .  
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Organized Crime 

Interior Minister Defferre 
leads Mafia family warfare 
by Christine Juarez.  Paris Bureau 

Francois M itterrand's  decis ion to nominate Gaston Def­
ferre as France' s I n terior and Decent ra l ization M in i ster 
sent chi l ls down the spines of  a majori ty of  Frenchmen,  
inc luding a good n u m ber of  those who voted for the 
Socia l i st Party in the M ay 1 98 1  elections .  Most French­
men are persuaded that G aston Defferre i s  one of  the 
"untouchable" bosses of  the " French Connect ion" drug 
ring uncovered by A merican ant i-drug a uthorit ies in the 
early 1 970s. 

Defferre has done everyth ing possible to l i ve up to 
this publ ic  image, and through massive purges in  the 
pol ice, and a virtual  shooting war against  his M afia 
opponents, Defferre has succeeded , at l east temporari ly ,  
i n  insta l l ing his  own mob i n  power.  

In July,  1 98 1 ,  Defferre declared war against  al l  com­
petent pol ice officers-those who had fought the French 
Connect ion drug run ners and who had effectively se­
cured France from the p lague of  internationa l  terrori s m .  
I n  a series of in terviews, Defferre accused t h e  po l ice of  
being i nfi ltrated by right-wing fascist elements,  and an­
nounced that a l l  such e lements would be purged . In the 
city of  M arse i l les a lone,  2 ,6 1 8  pol ice officia l s  were trans­
ferred and red istributed throughout France .  B ut the 
height of the witchhunt  was reached when Defferre 
decided to shut up M a rcel LeClerc, t he head of  the 
nationa l  crim ina l  brigade. by "k ick ing him upstairs . "  
LeClerc is perhaps France's mos t  respected pol ice offi­
cia l ,  and the man respons ib le  for the successfu l  fight 
against such top mobsters as Jacques M esr ine,  the Zem­
mour  gang, and the G uerin i s ,  o ld friends of  none other 
than Gaston  Defferre .  

The si lencing of  LeClerc led  to a near  revolt  i n  many 
pol ice headquarters . Francois Lemoeu l ,  the  head of  
France' s j udiciary police and a fighter against the  French 
Connection ,  res igned in  sol idarity with LeClerc . In spite 
of  th is  back lash ,  Defferre fo l lowed his act ion against 
LeClerc by taking steps against  the Paris head of the 
crim inal  brigade, Lucien Aime B lanc,  another respected 
pol icem an who also fought the drug mob .  

Defferre against the SAC Mafia 
At the same time he worked to di smant le F rance's 

law enforcement apparatus ,  Defferre launched a major  
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fight for control  o f  the M afia networks  hegemonic 
under the former reg ime, networks  general ly associated 
with the M afia elements in the n eo-Gau l l ist  RPR party 
and cl ustered around , the Service d' Act ion Civique 
(SAC) .  M ajor  cas inos control led by mobsters or person­
a l it ies c lose to the former admin istration saw their 
operat ing permi ts suddenly canceled , and their man­
agers thrown i nto pr ison for fraud .  But i t  was not until 
early January of  this year, when Defferre moved to 
cancel  the operati ng permi t  of the la rge Paris casino 
known as the Cercle H aussman that he  posed a serious 
chal lenge to the for mer M afia leadership .  

M a rcel Francisci , t he  owner of  the Cercle Hauss­
man ,  was closely associated with R P R  and SAC net­
works ,  and was cons idered to be o ne of  the top ten most 
important casi no  " k ings" in the world, and the "cappo 
di tutt i  cappi" i n  France. O n  Jan . 1 5 , 1 982 ,  F rancisci's 
body was found in the garage of  h i s  Paris residence. He 
had been m urdered i n  classic Mafia  sty le .  

The M afia war burst i n to pub l i c  v iew during the 
recent cantonal  e lect ions  i n  France,  when,  at a public 
e lectoral  meet ing in  M arsei l les, Defferre accused 
Charl es Pasqua,  Bernard Pons ,  and J acques Chirac­
tespectively the Treasurer, Secretary General ,  and Pres­
ident of the R P R  party-of having protected Francisci 
and his dirty m oney operations .  Defferre went so far as 
to accuse the RPR officia l s  o f  havi ng profited from 
thei r a l leged M a fia connect ions . Charles Pasqua re­
sponded by remark i ng that it was a " very strange" 
coincidence that Franci sci was found m urdered so soon 
after I nterior  M in ister Defferre had c losed down his 
casi n o .  

War within the family 
U nderneath al l  the pub l ic  accusations ,  one thing is 

c lear :  the French gang war i s  a fight within the family.  
Up unti l M itterrand's  e lect io n ,  a l l  part ies to the conflict 
were on the friend l i est o f  terms .  Defferre i s  merely 
attempt ing now to control  a m achine in which he was 
formerly o n ly a partner .  

J ust days after the m u rder of  Francisci ,  EIR learned 
from re l iable sources that Frandsci 's  main business 
partner in  rea l  estate dea l i ngs i n  Cors ica was none other 
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than Jean Pozzo di Borgo, a lso known as the Socia l ist  
Party's man on the is land .  The same source reported 
that Gaston Defferre's c losest associate i n  Corsica,  one 
Bastien Lecia ,  is often seen with Pozzo d i  Borgo . 

But  these strange connections date back even far­
ther. The key l i n ks between the SAC mafia and Defferre 
are through the top mobster fam i ly of  Jean and Domi­
n ique Ventur i . According to pub l ished FB I  reports, and 
to other  sources referred to by A lai n  Jaubert i n  h i s  book 
" D "  comme drogue ("D" A s  In Drugs),  the Ventur i  
brothers have been high ly i m po rtant operat ives i n  the 
internat ional  drug trade for decades. I n  the years fol ­
lowing Wor ld  W ar I I ,  Domin ique Ventur i  col laborated 
with Francisci to organ ize the M editerranean drug 
trade for Joe Renucci ,  a l ieutenant of  Lucky Luciano . 
Ren ucci ' s second-i n-command,  Gabrie l  G razian i ,  i s  
known to have been i n  persona l  co ntact with top 
mobster Carmine Galante,  a c lose col laborator of  Jo­
seph Bonnano and Lucky Luciano . Jean Ventur i  settled 
down in  Canada,  where he  o rganized the receiv ing 
networks for the dope traffic i nto N orth America.  
Venturi  functioned i n  Canada under cover of  h i s  posi­
t ion as offic ia l  representative of  the fi rm Past is  Ricard,  
directly under the supervi s ion of  SAC vice-president 
Char les Pasqua, then head of Past is  R icard's overseas 
operations .  

The Lucet affair 
The Venturi s  were also good friends of G aston 

Defferre. The Vent ur is  became notorious for renderi ng 
services to Defferre when he  was the Socia l ist  M ayor of 
Marsei l les,  and this  co l laboration is ongoing,  as was 
revealed during one of the major  scandals  to yet hit the 
M itterrand adm in istrat ion :  the L ucet affa i r .  

In  M arch 1 982  Raymond Lucet, the head of  the  
state-owned security company Bouches d u  Rhone based 
i n  M arsei l les ,  was found dead in his vi l la,  apparently a 
suic ide .  I nvestigat ions revealed that Lucet had used h i s  
posit ion to  cond uct m ajor financ ia l  warfare aga inst 
certa in Social ist Party factions centered around Nat ion­
a l  Sol idarity M in ister N icole Q uestiaux,  Socia l ist Party 
First Secretary M ichel Pezet, and the left t rade un ions  
CGT and C F DT.  The i s sue  of the fight was whether 
M utuelle des Travai l leurs ,  the socia l  security company 
control led by the factions  above,  or  the RPR control led 
Societe M utuel le des Bouches du Rhone ,  would receive 
a subcontract from Lucet's company .  At stake were a 
few tens of m i l lions  of francs .  Lucet, who was close to 
the RPR, decided to hand them the contract . 

But there is more to the story . The Paris dai ly Le 
Monde revea led that Raymond Lucet had engaged i n  
l ucrative bus iness ventures with a M arsei l les fi rm b y  the 
name of Cooperati ve d' Enterpr ise Gene.ra le du M i di .  
Further investigat ions revealed that th is  company in ­
cl udes among i ts  admin istrators Domin ique Ven t ur i .  
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Mitterrand's policy 
scorecard'reviewed 
by Garance Upham Phau 

O ne year a fter tak ing office, Fran�ois M itterrand has 
been forced to s low,  or  outright cancel ,  the radical 
projects for reorganiz ing the French economy he put 
forth dur ing the presidentia\ campaign . The strong pop­
u la r  pressure that came i nto p lay to restrain tht> govern­
ment is l i kely to intensify :  in January ,  four  by-elections 
were won by the opposit ion ;  in  March,  l ocal cantonal 
e lect ions  produced a landsl ide for the opposition .  On 
M ay 10 po l ls pub l i shed by the Paris newspaper Le 
Monde.  a pro-Socia l ist dai ly , showed M i tterrand com­
mand ing on ly  40 percent of  the electorate, with a paltry 
20 percent st i l l  support ing h i s  economic program . 

Popu lar  d isenchantment with the Social ist regime has 
led to frict ion between the government 's  m in i sters, who 
are forced to l i sten to const ituents ,  and the ideo logues of  
the  Soc ia l i st Party, who want  to  carry out the  origina l  
di srupti ve and actua l ly fascist de- urbanization p lans put  
forward dur ing the campaig n .  Pr ime M i n ister M auroy is 
being attacked by both the party ideologues and the free­
en terprise busi ness circles for being too lenient on labor .  
There is ta l k  of h i s  replacement by either Economics and 
F inance M in ister Jacq ues Delors ,  o r  party Chief Lionel  
J osp in ,  who recent ly toured the U n ited States in  search 
of patronage .  It is doubtfu l ,  however, that even should 
Delors  or  Jospin rep lace M a uroy e i ther one would do 
better,  for it is not good wil l  th at is restrain ing the Prime 
M in i ster from carryi ng out the fu l l  Socia l i st program ,  
b ut an increas ingly angry French pop ulat ion . A confer­
ence of so-cal led French experts , sponsored by the Mai­
son Francaise cl ub at  N ew York C ity's Columbia U ni­
versity on Apti l  28 and 29,  was dominated by grumbl ing 
and g rowl ing  o n  the fa i l ures of  the M itterrand regime to 
de l iver  o n  its e lectoral  promi ses .  M i tterrand's  track re­
cord can be summ arized as fol lows .  

Industrial policy 
Of a l l of M itterrand's  campaign tra i l  promises, he 

has most fu l ly  i m p lemented his p ledge to national ize a l l  
of  France's major  industr ia l  and  ban k i ng concerns .  One  
o f  M itterran d's fi rst actions  i n  office was to nat ional ize, 
w i th  com pensat ion from the tax-payers' pockets, v ir­
tua l ly a l l  o f  France's stee l ,  electron ics, and construction 
sectors ,  al l o f  a l u m i n u m  and chem ical production, ha lf  
of  g lass and  com puter product ion,  and a good portion 
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o f  the pharm aceutical  i n d ustry.  But  u n l i ke the de G a u l l e  
ad m i n i strati o n ,  which nat iona l ized a n u m ber o f  French 
co ncerns fo l lowing World War I I , the M it terran d  ad­
m i nistrat ion has n o  i n d ustrial  po l icy to speak o f. 

The London Financial Times pointed out  M ay 9 that 
M i tterrand's  econ o m i c  pol icy was prem ised o n  the 
general "econom ic recoverl ' in  the Western world 
pred icted by the experts . That recovery, o f  course, has 
fa i led to materi a l ize .  In  the m i dst o f  cont in ued world 
eco n o m i c  downturn,  the i n flat io n a ry budgetary and 
socia l  measures o f  the Soci a l i st ad m i n istrat ion  have left 
France with over 1 0  percent  in fl at ion a n d  2 m i l li o n  
unemployed.  Also a fai l u re w a s  M i tterrand's  campaign 
to shut  down n uclear power p lant  construct ion through­
out F rance (see art icle,  page 30) .  Thi s was,  n o  d o ubt ,  
one of the maj o r  iss ues o n  the m i n d  o f  French expert 
and H a rvard Professo r Stan ley H offm a n ,  as he l o u d ly 
complai ned at the rece nt C o l u m b i a  U n i versity con fer­
ence that M i tterra nd's  cam paign to ret urn F ra nce to a 
"pre- in dustri a l ,  pa storal society" seems to h ave been set 
aside, in  fa vor of "capita l i sm with a few refo rm s . "  

Decentralization 
The Social ist  pro m i se fo r a d m i n i strative decentral i ­

zat ion of  France was the cornerstone o f  M i tterra n d ' s  
electoral  program . Decen tral izat ion w a s  to be a tool  to 
break the strong inst i tut ions  o f  de G a u l le 's  F ifth Re­
public,  and de urba nize France,  by abo l ish ing the tradi­
t ional  prefect system and turning power over to com­
pet ing regi ona l  ent i t ies .  Today, ho wever, the a d m i n i s­
trat ion has co me to doubt the v irt ues o f  decentral iza­
t ion , and some o f  the m ost rad ical  aspects o f  the refo r m ,  
such as proporti ona l  represen tati o n ,  a re being j u n ked . 
By givi ng contro l over maj o r  pol icy decis ions  to l ocal  
and regional  o ffi ci a l s-eve n Socia l ist  o nes-the govern­
ment handed its  opposit ion a very strong means of 
express ion . R eversal o f  Soci a l ist  pol icy on n uclear p l a n t  
construction i s  a p r i m e  exa mple .  

Labor policy 
M i tterrand has i n i t iated the labor-sharing and 

youth-employment schemes he to uted dur ing his  cam­
paign , b ut these a re l i tt le m o re than ban d-aides fo r the 
severe eco no m i c  cris is ,  and a re very s i m i l a r  to those 
appl ied by the former Pr ime M i nister Ray m o n d  Barre.  
U n em ployment co nt in ues to worsen from m on th to 
month,  and "b usi ness co nfidence is  at a ve ry low eb b .  

The admi n i strat ion has yet t o  carry o ut the destruc­
tive ant i - labor pol icies fo r which i t  was put  into power 
by the F rench o l i ga rchical  in terests .  Complete l abor­
sharing would mean wor kers l a boring for 40 hours  to 
earn 35 hours pay,  acco rd ing to a n  o fficia l  in the 
M a u roy cabinet .  That o ffic ia l  a lso men t i o n ed the dis­
mant l ing of the nat ional  health care system , one  of the 
best in  the Western world . Other Socia l ist proposals  
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emphasize t h e  need to i nst i t ute p l a n t-by-pl a n t  bargain­
I llg .  

Foreign policy 
M i tterran d  p ledged to end h is  predecesso r Valery 

G i scard d ' Esta ing 's  a m bit ious  foreign pol icy ,  which 
p l aced France i n  a partnersh ip  with West Germany to 
crea te a "superpower for peace" capable of exert ing a 
stabi l iz ing i n fl uence i n  the T h i rd World ,  i n  East-West 
relat ions ,  and in k ey hot spots such as  the M i dd le East .  

That pledge M itterrand carr ied out .  N owadays, 
French i n terve n t i o n  in wor ld  a ffai rs i s  o f  the Brit ish 
variety , for destabi l izat ion and looting p u rposes o n ly .  
A ng l o p h i l i c  F o reign M i n ister Cl aude Cheysso n ,  o n e  o f  
t h e  authors o f  t h e  Lome Convent ion fo r raw m aterials  
looting o f  developing co un tries,  has give n  complete 
support  to B rit ish i m peria l  aggress i o n s  in the M al v i n as .  
I n si ders s a y  that  i n  exchange B r i t a i n  had p ro m i sed to 
d rop some o f  i ts  o pposit io n to F rench c la ims  i n  negoti­
ations concer n i n g  EC agricu l tura l  pricing and produc­
t i o n  pol ic ies .  A lt h o ugh the Brit ish d id  not  keep this  
pro m i se,  the F ren ch a d m i nistrat ion i s  hobn obbing with 
the Brit ish royal  h o useh o l d  m ore t h a n  ever .  The Q ueen 
M other was in France on M ay 1 0  to vis i t  with M i tter­
ra n d , and as of ear ly  M ay ,  both M i tterrand and M a uroy 
are scheduled to v is i t  the B rit ish I s les .  

In fact , there are no m aj o r  pol icy d isagreements  
between the Brit ish i mperi a l ists a n d  the French e m p i re 
fact ion that  put  M itterran d  i n to power.  Th ere i s  a 
relat ionship that ca n best be described as a d iv isi o n  o f  
labor .  As  the B ri ti sh are b usy i n  the South At lant ic ,  the 
M itterran d  regi me i s  busy deve loping what may i n  the 
fut u re p ro ve useful co n t acts with the East b loc .  Foreign 
M i n i ster Cheyss o n  was j ust i n  B u lgaria ,  and M itterran d ,  
who j ust received C u ba's  n u m ber-two m a n  Carlos Ra­
fae l  Rod riguez, is about to  go to H ungary .  A wel l ­
i n fo rm ed source at the C o unci l on Foreign Relat ions  
recent ly  referred to m o re u n reported con tacts with the  
East  b loc .  

Only  i n  the M i dd le East  has  the M i tterran d  regime 
apparen t ly  p u rs ued a pol icy i n depen dent o f  Brit ish 
o bjectives .  O n  the cam paign trai l ,  M i tterrand pledged 
to restore good relat ions  with I s rael ,  a n d  he t raveled 
there fo l lowing h is  elect io n .  H o wever, both h e  and 
Cheysson have refused t o  endorse the I s rael i extre m i sts' 
p l a n  to  p arti t ion Leban o n ,  and a re apparently con t i n u­
i n g  the p o l i ci es o f  G iscard i a n  a m b assador to Lebanon 
Delamar ,  who was assass i n ated last  fal l  with the com­
pl i city o f  Syr ian terro rists .  This  h as brought  down 
fu rther Syr ian  terrori st reprisals ;  the recen t  Paris  bom b­
i ng th at i nj ured 64 people was ai med at France as well  
as the pro- I raq newspape r .  The French a l so rema i n  the 
only m aj o r  Western suppl ier o f  arms to I raq,  st i l l  locked 
i n  the b loody con fl ict  with  the I s l a m i c  fu ndamen tal ist  
reg i m e  o f  the A yato l lah  K h o m ei n i .  
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Why the Socialists' nuclear shut�own failed 
by Garance Upham Phau 

With the elect ion of Francois M itterrand last M ay,  the 
future looked bleak for the French n uclear program­
the most ambit ious of  a ny Western nation-in i t iated in 
1 974 by the Pompidou administration and continued by 
the G iscard admin i strati on .  I mmediately upon his i nau­
guration ,  M itterrand announced the cancellation  of a 
planned n uclear plant i n  Pogloff, Brittany, and a freeze 
on the construct ion  of n uclear i nstallations  at five s i tes­
Chooz, Cattenom,  Civaux,  Golflech,  and Le Pel lerin­
each of which was targeted by the previous  admin istra­
tion for complet ion d uring 1 982 or 1 98 3 .  

Little remains  of  t h e  Socialists' original  shutdown 
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plans .  Popular pressure has forced M itterrandJo rescind 
all but  the Pogloff cancellation ;  i n  fact, the government 
has given publ ic  assurances to the residents of  Brittany 
that the plants at Le Peller in shall be bu i lt to provide this  
underdeveloped region  with abundant cheap energy . 

I n  m id-October,  the government energy p rogram,  
submitted to  the French N at ional  Assem bly and ratified 
by that assembly,  restored all construction cuts .  The 
revised plan for n uclear plant construction dur ing 1 982  
and  1 98 3-known as the  Plan I 990-does, however, 
sl ightly scale down the role of  n uclear energy in the 
economy as a whole .  I t  p rojects that by 1 990 n uclear 

Reactor type: 
• Graphi te-gas reactor 
o H eavy water·gas reactor 
o Fast breede r  reactor 
o PW R, once through  coo l i n g  

system 
n PW R, c losed coo l i ng system, 
U towers 
X Reproce s s i n g  fac i l i ty 

900MW c l ass u n its  1-
1 , 300 MW class u n its .1 

Status 
• Operating 
� Under construction 
o Projected 
A Closed down units 

The stat u s  of n u c l ear energy 
deve l o p m e n t  in France. 
F i fteen new p l ants were 
con nected i nto the Elect r i c i te 
de France g r i d  i n  1 980-81 . 
D u r i n g  1982, new p lants are 
expected to come on l i ne at 
the rate of one per mont h .  

PWR-pressur ized water reactor 

Source: Com m i ssariat a I ' Energ i e  
Ato m i q u e  J an uary-February 1982 
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energy wi l l  supply 26 to 28 percent of France' s total 
energy needs,  as compared to the 30 percent project ion 
of the Gisca rd govern ment .  Total  capacity has been 
scaled down to 56 gigawatts, from 60 gigawatts in  the 
original  plan . The percentage of electricity that i s  nucle­
ar-suppl ied w i l l  remain the same, largely because the 
Mi tterrand admin istration  abandoned a Giscard-i n i tiat­
ed project to sh ift natio nal  energy use m ore heavi ly into 
electricity by encouraging ind ustry to convert from foss i l  
fuels .  

The October p rogram also supported the construc­
tion of two addit ional  reprocess ing faci l i t ies at La 
H ague, giving the complex a capacity of  1 ,600 tons per 
year by 1 990. The expansion of La H ague was upheld 
against a l l  expectat ions ,  s ince the Socia l i sts had cam­
paigned aga inst the reprocess ing faci l i ty i n  the presiden­
t ia l  dr ive .  

Constituency pressure 
What happened between M itterrand's  J u ly freeze 

an nouncement and the October adopt ion of a nat ional  
energy plan by the N at ional  Assem bly? Essent ia l ly ,  the 
M itterrand admin i stration got caught i n  its own rheto­
ric about giving "power to the peop le ."  Referendums 
on nuclear p lant  construct ion were he ld  i n  each con­
cerned com muni ty ,  and in the majority of  in stances, the 
loca l ities voted in favor of  conti n ued construct ion .  I n  
two instances where the local referendums returned a 
"no" vote, the anti-n uclear decis ion was overturned by 
vote of the regiona l  counci l .  The referendums,  i n  fact ,  
were used to organize l a rge-scale  m obi l izat ions i n  favor 
of  n uclear power, bringing together the Com m u nist 
Party-run CGT trade union and opposit ion party offi ­
cials i n  the effort .  I n  many in stances, even Socia l i st 
mayors and other Social ist Party elected representat ives 
decided to l i sten to their constituents and buck the 
pressure from Paris for a freeze . 

One prod uct of th is  m obi l ization was the formation 
of the Committee to Save Cattenom,  the four-plant 
nuclear complex planned for the Lorraine district near 
the city of Metz. Two of  the Cattenom plants were 
a lready under co nstruction when Mi tterrand ' s  freeze 
was announced , and after weeks of in tense act iv ity by 
the French affi l iates of the Fusion Energy Foundation 
and local  offi ci als ,  the th i rd reactor project has been 
voted up and there are excel lent prospects that the 
fourth wil l  a lso be constructed. Leaders of the Commit­
tee to Save Cattenom cite the recen tly-i n it iated pub l ica­
t ion of the pro-technology French magazine Fusion and 
the formation of the Franco-German Committee for 
N uclear Energy-with the participation of West 
German European Labor Party leader He lga Zepp­
La Rouche and French European Labor Pa rty leader 
Jacques Chemi nade-as key factors in the success of 
their efforts .  
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Jacques Cheminade 

Where has the 
opposition gone? 
France i s  faced with an  i ron ical  and dangerous s i tuat ion:  
The popUlat ion i s  fas t  turning against  the Socia l i s t  gov­
�rnment-as the M a rch  1 4-2 1 cantona l  elect ions which 
gave a lands l ide v ictory to opposit ion candidates 
demonst rated-but there is no l eadership in that oppo­
s i t ion which offers a coherent alternative economic and 
foreign pol icy program . I n stead, the oppos i t ion has  
adopted the tactic o f  tak ing i ssue with every particular 
government decis ion ,  an  attitu de which reached the 
height of  rid iculousness when associates of  former Pres­
ident G i scard d' Estaing  denounced M itterrand for going 
through with a Soviet gas deal that Giscard h imself h ad 
negotiated and s igned.  

But  the most despicable act of opposi t ion leaders 
came at the height of the M alv inas  cris is in l ate Apr i l  
when each o ne accla imed Great  Br i ta in ' s  co lon ia l  war in  
the South At lant ic and brazenly competed with 
M itterrand in  a contest to jeopardize France's longstand­
ing ties of friendship to Lati n America and the rest of the 
developing sector by fawning over M a rgaret Thatcher. 

For the time being ,  Jacques Chi rac, the M ayor of 
Paris and a leader of  the neo-Gau l l ist RPR party, i s  best 
s ituated to take the leadersh ip  of  the opposit ion .  Ch i rac 
is  a man who w i l l  se l l  h i s  sh i rt and h is sou l  to whoever 
can get him i nto the Elysee pa lace. I f

,
that were to be the 
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Russians, this rooster would paint his feathers red with-
out hesitation . 

. 

In the immedi ate weeks ahead, Chirac' s bid for re­
election to the Paris office will be challenged by a relative 
newcomer on the French political scene . This newcomer, 
whose influence far outweights the attention he receives 
from the national press and media, is Jacques Chemi­
nade, secretary-general of the European Labor Party 
(POE) in France.  

An associate o f  the American political leader Lyndon 
H. LaRouche, Jr., Cheminade is positioning himself as 
the new de Gaulle for the period of crisis now facing 
France, the leader who stands above the squabbles of 
petty politicians . The comparison to de Gaulle is readily 
understood in France, where people vividly remember 
the general's  bid to restore France to its world leadership 
role, following the disasters of Vichy and the Fourth 
Republic. 

Cheminade, a former candidate for the French presi­
dency and a veteran of the French diplomatic corps, has 
released two statements strongly condemning French 
opposition leaders for their failure to provide guidance 
to the nation on the issue of the Malvinas crisis. Excerpts 
from both statements follow . 

As the first English bombs drop on the Malvinas, 
there has yet to be one single French leader to condemn 
the colonial expedition of Mrs. Thatcher. Our submis­
sion has encouraged military aggression against Third 
World countries, and furthermore delivers Latin Ameri­
ca to Soviet influences . The Socialist government has re­
established an " Entente cordiale" with the monetarist 
extreme rightist clique of the City of London, and the 
Opposition follows in its footsteps . I am ashamed of its 
blindness and pettiness.  

How shocking it is to see this bidding in favor of 
policies leading the world to war !  How can [the Paris 
daily] Ie Figaro write that "British law is o ur law, what­
ever might happen"? How can a whole class of politicians 
be struck with moral idiocy? 

Without dealing with the obvious case of old imperial 
hands hobnobbing with London,  I have sought a re­
sponse from the politicians worthy of esteem who are my 
allies in the Opposition. All have failed in the decisive 
moment, because they have degraded themselves in per­
mitting the political debate to be reduced to dogmas, to 
tags, and sectoral demands. H aving lost within France 
itself the understanding of the policies necessary for the 
salvation of the Nation-State, how could they possibly 
now understand a more elevated challenge, that of world 
peace? 

Since May 10 the strategy of the Opposition leaders 
has been , effectively, to pour oil on the fire of all sectoral 
demands: those of the white collar workers, truckers, 
doctors, peasants, and sm all- and medium-size business-
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es . . Many of these demands are of course j ustified in the 
face of a Socialist policy which has married indecisiveness 
and incompetence . But to pretend to build an opposition 
by adding them up leads to a Pouj adism which the laws 
of the Republic deeply oppose. [Pouj ade was a famed 
1 9 50s leader o f the petit bourgeoisie, and the term "pou­

jadiste" has come to mean any anarchistic, violent, me­
first, interest group activism-ed. ]  To " Socialism" en­
couraging the self-expression of all the socio-profession­
al categories an d playing one against the other, the 
Opposition only counterposes "liberal" or "neo-liberal" 
projects which would accentuate the economic crisis and 
the disintegration of the institutions, as the experience of 
the Reagan administration demonstrates. The circle 
around [former President] Giscard d' Estaing and [Paris 
Mayor Jacques] Chirac thinks nonetheless that it will be 
electorally rewarding to counterpose these projects to 
Socialism, no doubt without realizing the consequences 
of their actions.  

Over the past several weeks, the prospect of a vacuum 
of power has aggravated everyone's cynical agitation: 
each is trying to position himself for the future, none is 
proposing a viable program . [Interior Minister] Defferre 
and [Justice Minister] Badinter are j umping at each 
others' throat; [N ational Assembly RPR group chief] 
Labbe demands the departure of the President of the 
Rep ublic; [Socialist Party head] Joxe attacked [Prime 
Minister] M auroy.  Through all this, the mind of M .  
M itterrand seems lost i n  some imperial and mystical 
cloud.  

Such pettiness would be simply ridiculous in times of 
peace, but we today live amid an unprecedented econom­
ic crisis , and under threat of terrorism in France and war 
in the world. 

Under these conditions, a Grand Design program of 
government is necessary . The Malvinas affair proves that 
the Opposition, as constituted today, cannot offer it. The 
Oppositio n seeks to exploit outside initiatives, and is 
incapable of acting as catalyst, thus it bows to London . 

What makes the role of my party, the European 
Labor Party, so important for the future? The European 
Labor Party is positioned,  with its program for peace 
through technological growth, to be the pole of reference 
of a new Republican opposition, which can bring togeth­
er, above partisan labels, all of the nation's anti-Malth­
sian forces . . . .  

In the name of this Republican project ,  the POE 
demands immediately the expulsion of Great Britain 
from the EC and NATO . A member of NATO must no 
longer be able to engage others in a colonial adventure 
o utside the sector of intervention of the Atlantic Alli­
ance . . . .  Great Britain no lo nger belongs "in the family" 
of Republican nations.  She has p ut herself on her own 
outside of any Community based on that principle. Law 
must ratify her expulsion.  
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Upon the occasion of the first anniversary of the So­
cialist administration of Franfois Mitterrand, May 10, 
Jacques Cheminade put out a statement calling upon the 
French to recover the former greatness of their nation as 
indispensable to world peace and progress: 

One year after the defeat of former President Va lery 
Giscard d' Estaing the situation in France, in Europe, 
and in  the world has been greatly destabi l ized . With the 
imperial expedit ion of  Great Britain i n  the M a lv inas and 
Israeli strikes against Lebanon,  we are on the br ink of 
World War I I I  and sti l l  no voice is  heard i n  E urope to 
face the danger . Fra nce acts as the faithfu l  a l ly of M ar­
garet Thatcher replaying the Suez scenario . . . .  The 
government is doing what I had warned i t  would do,  b ut 
the Opposition-the former majori ty of a lleged Gaull ists 
and Giscardians-fight over small issues, thus feeding 
the corporativist environment and providing no  sense of 
national design on matters of foreign policy and econom­
ic program . France i s  obsessed with its belly button 
amidst a world going to ashes . . . .  Justice M i nister Bad­
inter and In terior M in ister Defferre have, i f  with d ifferent 
style, left the nation stripped of its weapons aga inst the 
terrorism disease . In the meantime the gold and foreign 
currency reserves of the nation have been p lundered by 
Anglo-American and Swiss financial  interests too happy 
to cash in on their support for M i tterrand . . . .  Unem-

ployment increases , the French franc has lost  20 percent 
o f  its value against the dol lar and the budget deficit has 
grown from a planned 3 1  bi l l ion francs (6 bi l l ion dol lars) 
t0 8 1  bi l l ion francs in 1 98 1 ,  1 ()() in 1 982,  and 200 bi l l ion 
expected i n  1 98 3 .  The i ndex o f  i ndustrial production has 
fal len in  a l l  sectors for two months straight. 

Afraid  of  its own misdeed, the government i s  now 
cal li ng for a drastic austerity policy and decrease in 
wages to be rep laced with "quality o f l i fe" gimmicks . . . .  
Confronted with such a challenge the Gaullists and 
G iscardians opposition l ea ders have learned b ut l itt le .  
Chirac proclaims himself the heir o f  Reaganomics at  a 
t ime when it has been a proven failure in the United 
States, Giscard d'Estaing lets his advisers cal l  for a 'new 
l iberalism' . . . .  Based on  the aggregation of  i ndividual 
wil l s  . . .  Chirac and Giscard have made no declarations 
against the B rit ish threats i n  the Malvi nas and their 
l ieutenants have h ighly praised Britain .  Under those 
circumstances, I am committed to bring back reason­
the policies of reason-to my fel low citizens .  My party 
the POE is the pole o f  reference for a l l  anti-Malth usian 
forces committed to reestabl ish economic growth and 
cultural morality. I am proposing a four-point program, 
s imi lar to that of Lyndon LaRouche's National Demo­
cratic Policy Committee in the United States , and in 
coordination with him wil l  'educate my fel low 
citizens . . . .  " 
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NATO backs the British 
Empire military doctrine 
by Susan Welsh 

Strategic planners in London and their j unior partners in  
Washington are looking ahead to the  next phase of  t he 
broader global operation they have set in motion with 
the M alvinas cris is :  the transformation of N ATO into an 
instrument for a British Empire "reco lon ization" policy 
in the developing sector. 

NATO's N uc lear Plann ing Group of Defense Min is­
ters gave the go-ahead to such a radical reorganization 
in  the com m unique released from its M ay 7 meeting.  
Effectively scrapping the North Atlant ic Treaty that has 
governed mi litary rel ations in the Western industri alized 
world since 1 949 , the min isters agreed for the first t ime 
to work together "to faci l itate out-of-area deployments 
in support o f  the vita l i nterests of a l l ."  N ATO's area of 
operation is l imited by l aw to Europe and the N orth 
Atlantic. Britain and the U nited States have been trying 
for years to get other N ATO al l ies ,  particularly West 
Germany, to accept such an extension of N ATO, either 
formally or i n formal ly .  

"We have been urging th is  for a long t ime.  N ATO 
has now adopted the British Empire m il itary doctrine," 
said Sir Anthony Kirshaw, foreign pol icy adviser to 
Britain 's  Tory Party, in  an interview with EIR. An A mer­
ican strategist l in ked to H enry Kissinger stressed in 
another interview that the British deployment to the 
South Atl antic, combined with the NATO communique, 
have created "the basis for action beyond the N ATO 
area . . . .  We are on the verge of a much broader under­
standing of a l li ance interests and burden sharing . . . . 
The role the U nited States m ust h ave played in the 
communique's drafting means we are looking toward 
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N ATO's role in other areas l ike the Persian Gulf  and the 
I ndian Ocean ."  

Where NATO's treaty defines i t  a s  a defensive organ­
ization l imited to such mi l itary programs as are necessary 
to protect European and the N orth Atlantic from enemy 
attack , the " British Empire" doctrine i s  aimed toward 
offensive "rapid deployment force" capabil i ties world­
wide. By endorsing this concept, the U nited States and 
Western Euro pean N ATO members are underwriting the 
gunboat d ip lomacy which made the British monarchy 
one of the most hated i nstitut ions in  world history . 
N ATO forces are now g iven free rein  to deploy out of  
area to  "face down the  Soviets," to enforce debt collec-

, tion in impoverished "Third World" nations,  and to 
b leed those countries in the "population wars" dreamed 
up by radi ca l  M althusian strategic planners for the 
purpose of creating mass slaughter. 

Winston Churchi l l  I I I ,  in an interview with the West 
German magazine Der Spiegel dated May 1 0, described 
the way the Falk lan d/ M alvinas I slands could become 
the centerpoint for a new geopoli tical geometry . Church­
i l l ,  grandson of the World War II British Prime Min i ster, 
is a defense-po l icy spokesman for the British Conserva­
t ive Party who has advocated bombing air bases on the 
Argent ine main land .  

" Don't  forget the strategic position of the Falkland 
I sl an ds ! "  he told Der Spiegel. "Should the Soviet U nion 
attack the West one day, the Panama and Suez canals 
would certa in ly be b locked off. Then al l  the trade of 
Japan , Western Europe, and the U .S .A .-particularly o i l  
suppl ies from the Middle East-would have to be trans-
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ported around Cape Horn or the Cape of Good Hope, 
near the A ntarctic and near the Fal k land Is lands . I t  is 
conceivable that an English-American base should there­
fore be constructed , to prevent the Soviets from gaining 
an advantage . A South Atlantic Pact i s  also conceivable, 
which would incl ude countries l ike Chile, Argentina,  
Austral ia ,  New Zea land,  and even So uth Africa ."  

A representative of Britain 's  semi-official Foreign 
Affai rs Research Institute told EIR that the main point 
of  the Falk land I s lands adventure and British support 
for the extension of  NATO into the Southern Hemi­
sphere is that " Britain wants to become a great marit ime 
power again ,  as it was in  the heydays of the Empire." 
This wi l l  necessitate stripping down the British Army on 
the Rhi ne (the British troops assigned to continental 
Europe) for redeployment of troops to areas l ike the 
Persian G ulf, he said .  He and his col leagues anticipate 
an early British role in  quel l ing o utbreaks in Yemen and 
in "mediating" NATO efforts to set up a new "security 
arrangement" with the six-nation Gulf' Cooperation 
Council (see article, page 39) .  

An Ita l ian foreign-affairs analyst told EIR that the 
reorganization of NATO is already far advanced, and 
goes beyond anyth ing his country's parl iament has been 
to ld .  Defense o f  Europe against the Soviet U nion is no 
longer NATO 's primary a im,  he reported; rather the 
Eastern Mediterranean , the Arab countries, the Persian 
Gulf  and other parts of the Third World wil l  emerge as 

. the chief areas of activity for N ATO's s<?uthern flank and 
Italy. 

How far will the U.S. go? 
The strategic prize the British are seeking is not the 

recapture of  the Malvinas Is lands b ut the recapture of 
the U n ited States as  effectively the strategic conerstone 
of  British colonia lism . Britain cannot invade the M alvi­
nas without U . S .  assistance, particu larly as the downing 
of the H . M .S .  Sheffield knocked out at least one-third 
o f  British electronic survei l lance and warfare capabil i­
t ies ,  British mi l i tary experts report .  

The Economist of  London stresses in  its current 
issue's editoria l  that "the first of this week 's real diplo­
matic issues is how far the U nited States, after having 
ti lted towards Britain too late to give i tself quite enough 
leverage on either side, wi l l  now go to prevent a N ATO 
ally from suffe ring naval or diplomatic reverse. I t  wi l l  
g ive the fleet assistance in  resupply,  q ui te a help were 
the fleet to be stuck i n  the South A tlantic for months .  
B ut say , for in stance ,  Britain were to lose either o f  i ts  
two aircraft carriers, an essential troop carrier or equip­
ment ship .  The British fleet would then be ineffective. 
Little force would be left to back diplomacy. Would 
America conceivably fi l l  such a naval  gap?" 

U . S .  intel ligence sources claim that the U .S .  armed 
forces a lready have sealed orders that if a British 
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i nvasion is repelled or  the British are otherwise bad ly 
hurt,  the U nited States wi l l  step in mi l i tari ly .  A U .S .  
com mitment of  troops would sti l l  require presidential 
and congressional approval,  however, and is not yet 
assured . 

The two top B ri tish agents of  influence i n  Washing­
ton working to make sure the U nited States does 
intervene are A lexander H aig and Hen ry Kissinger, the 
same "inside team" that worked to " Watergate" Presi­
dent Nixon in order to remove any economic content 
from detente, prepare the M i deast oil hoax, and discre<i­
it the institution of the presidency . H aig ,  in testimony 
before the Senate Foreign Relat ions Committee M ay 
1 0, refused to say whether Great Britain is carrying 
n uclear weapons aboard any of  its vessels i n  the South 
Atlantic. Jesse Helms (R-N .C . ) ,  the on ly Senator who 
voted against U . S .  support for Britain ,  asked H aig 
whether he did not th ink it an  important question ;  Haig 
replied: " I  think  it 's  very important that i t  not  be aired 
publicly," and refused to say more. 

The same day, Ha ig jo ined the British in  pressuring 
Western Europe to extend economic sanctions against 
Argentina past thei r M ay 17 expiration date. "In the 
present del icate situation ,"  Haig said , the Europeans 
should im mediately announce the renewal of  the trade 
ban . 

Former Secretary of  State Henry K issinger, resum­
ing his  role as "shutt le d iplomat," and met with M ar­
garet Thatcher in London the first week in M ay .  I n  a 
major address before the Royal In stitute o f  I nternation­
al Affairs (RI IA)  May 1 0, K i ssinger elaborated his 
u ndying al legiance to a "special relationship" with 
Bri ta in ,  boast ing about the fact that when he was 
Secretary of  State, Britain largely made policy for the 
Un i ted States .  

British miscalculations 
The B rit ish gameplan cannot work, s ince the 

world-even in  Washington-does not operate as Lon­
don strategi sts bel ieve it does. Latin American coun­
tries, far from l in ing up to jo in the kind of  new treaty 
organization Winston Churchi l l  I I I  et a l .  foresee, are 
break ing away from London and Washington en masse. 
A British i nvasion o f  the Malvi nas or bombing o f  the 
main lan d  wi l l  result  in d irect mi l i ta ry involvement on 
the  s ide o f  Argentina fro m  at least a half-dozen Lat in 
American countries. 

The most profound British miscalculation ,  however, 
involves the Soviet Un ion . Church i l l  and others are 
q ui te convinced that the Soviets will do nothing.  B ut 
Moscow wi l l  n ot s it  by and watch N ATO become a 
mechanism for i ntervention around the g lobe; it wi l l  
respond i n  its own time and in  the manner of its own 
choosing. The l ikely outcome, i f  British gains  are not 
reversed,  i s  World War I I I .  

I nternational  3 5  



DOCUMENTATION 

Kissinger reveals his 
'special relationship' 
Henry Kissinger, speaking May / 0  before Britain 's Royal 

Institute of International Affairs ( R IIA ),  set forth the 

scope and the secrecy of the post- World War II A nglo­

A merican "special relationship, " and cited his o wn career 
as exemplary of British con trol over A merican policy 

making. 

E I R will reprint next week the former Secretary of 
State's extraordinary remarks from the text provided by 

Georgetown University 's Center for Strategic and Inter­
national Studies, Kissinger 's current base. The speech to 

the R IIA was made during a t wo- week tour of Europe, 

during which A lexander Haig 's mentor sough t to shape a 

climate of opinion for turning the June summit meetings of 
Western heads of government into forums for consolidation 
of a British-dominated supranational system. 

Excerpts follo w from the R IIA speech , wh ich is titled, 

" R eflections on a Partnership:  British and A merican A tti­

tudes to Postwar Foreign Policy. " Emphasis and subtitle 

are in the original. 

. . .  Fortunately ,  Br i ta in  had a dec is ive  i n fl uence over 
A merica's  rapid  aw a k en i n g  to m at u r i ty in  the years 
fo l l o w i n g  [World W a r  I I ]  . . . .  Br i ta in has rarely pro­
c l a i m ed moral  abso l utes o r  rested her  fa i th  i n  the u l t i m ate 
efficacy o f  tech n o logy , despite her ach ievements  in t h i s  
field . P h i losop h i ca l ly ,  she rem a i n s  H obbesi a n :  She ex­
pects the  worst and i s  rarely d i sa p p o i n te d .  In m o ra l  
matters Br i ta in  h a s  tradi t io n a l ly pract iced a conven ient  
form o f  eth ical  ego i s m , bel i evi ng that  w h at was good fo r 
B ri ta i n  was best for t h e  res t .  . . .  B u t  s he has  a l w ays 
p racticed i t  w i t h  an  i n nate moderat ion a n d  c i v i l i zed 
h u m aneness such t h at her p resu m p t i o n  was freq uent ly  
j u st ified . In  t he 1 9 th  ce n t u ry ,  Br i t i sh  p o l icy was a­
perh a ps the-pri n c i p a l  factor  i n  a E u ropean system t h a t  
k ep t  the peace for 99 years w i t h o u t  a m aj o r  w a r .  
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A merica n foreign p o l icy i s  the prod uct o f  a very 
d i fferen t t ra d i t i o n  . . . .  F ra n k l i n  Rooseve l t ,  o n  his return 
fro m  the  C r i m ea n  C o n ference i n  1 94 5 ,  told the Congress 
of h is hope that the p ostwar era w o u l d  "spel l  the end of 
the system of u n i l ateral  act i o n ,  the exc lus ive a l l i ances, 
the  s p h eres of i n fl uence,  the  b a l a nce o f  power,  and al l  the 
other  expedients  that  have been tr ied fo r centur i es-and 
have  a lways fai led . "  . . .  A merican att i t u des u n t i l  q u ite 
l i tera l l y  the rece n t  decades h ave e m b o d i ed a fa i th  that 
h is tor ica l  experience can be tran scen ded, that problems 
can be  so lved pe rmanent ly  . . . .  I t  was  therefore a ru de 
awaken i ng when in the 1 960s a nd 70s the U n ited States 
becam e  consci o u s  of the l i m i t s  of even its resou rces . . . .  

The Nature of the Special Relationship 
. . .  D u r i n g  the 1 920s the  U . S .  N avy Department 

st i l l  m a i n ta ined a " Red P l a n "  to deal  with the co nt in­
gency o f  co n fl ict w i t h  the B r i t i s h  fleet.  I t  was not  unt i l  
the  w a r  w i t h  H i der that  the gap c l o sed permanent ly  . . . .  
The M ar s h a l l  P lan a n d  N orth A t l a n t i c  Treaty , w h i l e  
for m a l ly A merican i n i t i at ives,  were i nconceivable w i t h ­
o u t  B r i t i s h  advice a n d  B r i t i s h  efforts  . . . .  [ Pr i m e  M i n is­
ter  Ernest] Bevi n s h rewd ly cal c u lated t h at Br i ta i n was 
n ot powe r fu l  e n o ug h  to  i n fl uence A m erican p o l icy by 
c o n ve n t i o n a l  methods of  pressure o r  b a l anc ing of r i s k s .  
B u t  by d iscreet adv ice,  the w isdom o f  experience, and 
the p resupposi t i o n  of  common aims,  she co u l d  m a k e  
herself  i n d i spensable ,  so that  A m erican leaders n o  long­
e r t h o ught  o f  c o n s u l tat ions  w i t h  London as a spec ia l  
favo r b u t  as an  i n here n t  compo nent o f  our  own deci­
s i o n - m a k i ng . . . .  

O u r  post w a r  d i p l o m at ic  h i story i s  l i ttered w i t h  A n­
g lo-American " a rrangements" and " u n dersta n d i ng ,"  
somet imes o n  cruc ia l  i ssues , never p u t  i n to fo r m a l  
documen ts . . . .  

The Br i t i sh  were so  m at ter- o f-factly he lpfu l  that  they 
becam e  a part i c i p a n t  i n  i ntern al  A m erican del i berat ions  
to a degree probably  never  befo re pr act iced between 
sovereign n at i o n s .  In my peri o d  in o ffice, t he Br i t ish 
p l ayed a se m i n a l  part  i n  ce rt a i n  A merican b i l ateral 
n egot iat i o n s  with the Soviet U n io n-indeed ,  they 
hel ped d ra ft the k ey documen t .  In my W h ite H o use 
incarnat ion  then [as N at i o n a l  Secur i ty  A dv i ser] ,  I kept 
the B ri t i s h  Foreign O ffice better i n formed a n d  m o re 
closely en gaged than I d i d  the A merican State Depa rt­
ment-a p ract i ce w h i c h ,  w i th all affect ion  fo r t h i ngs 
Br i t i sh ,  I w o u l d  not  recom m e n d  be made per m a n e n t .  
B u t  i t  was sy m p t o m a t i c  . . . .  I n  m y  negot iat ions  over 
R h odesi a [ in 1 9 76]  I worked fro m a Br i t i sh  draft w i t h  
Br i t i sh  spe l l i n g  e v e n  w h e n  I d i d  not  fu l l y  g r a s p  t h e  
d i st i n ct i o n  between a w o r k i n g  p a p e r  a n d  a Cab inet­
approved docu ment . The practice of co l l aborat ion 
t h r i ves to o u r  day,  wi th  occas io n a l  ups  and downs b u t  
e v e n  i n  the recent  Fa l k l a n d  cr i s i s ,  a n  i nevi table  return 
to  the main thelJ1 e  o f  the rel at i o n s h i p  . . . . 
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Brazil 

Haig loses the U.S. 
a traditional ally 
by Mark Sonnen blick 

The Reagan admin istration 's  overt support for Britai n ' s  
econ omic and  mi l i tary warfare against A rgent ina  has 
cost the U n ited States the loss of one of  i ts  s tronger a l l ies 
i n  South A merica: B razi l .  

That message was conveyed to Presiden t Rona ld 
Reagan by v i s i t ing Braz i l i an President Joao Figueiredo 
during thei r two-hour meet ing in Washington on M ay 
1 2 ,  accordi ng to Rio de Janeiro's  0 Clobo. General 
Figuei redo's vis it  had been arranged to patch up the 
smoldering resentments between the two countries ign it­
ed by J immy Carter's 1 977 crusade against  Brazi l ' s  n ucle­
ar energy program and so-cal led human rights pol icies . 
" I f  the Carter admin i stration began the deteriorat ion of 
U .S . - Braz l ian m i l itary relat ions ,  the Reagan admin i stra­
t ion has accelerated i t ,"  concluded the R io  dai ly Jornal 
do Brasil. M ay 9 .  

This belies t h e  State Department 's  assurances that 
Brazi l ' s  lack of enth usiasm for A rgent ina' s  seizu re of  the 
Ma lvinas meant Washington cou ld  support the Brit ish 
without harming our  relations  with Brazi l .  

F o r  most of  t h e  past 8 0  years, Brazi l h a s  been "auto­
matical ly a l igned" with the U n ited States-for better or 
for worse .  I n  1 902 , the M o rgan ban ki ng fami ly  and other 
Brit ish holders o f  Braz i l ' s  debt arranged for the "specia l  
relat ionship" Brazi l had had with London to be trans­
ferred to Teddy Roosevelt 's  Washington .  President Fi­
gueiredo fought with the heroic Brazi l ian Exped it ionary 
Force which took M onte Cass ino in I taly during  World 
War I I ,  whi le the Brazi l ian and U .S .  navies jo int ly se­
cured the South Atlant ic trade routes . " We Brazi l ians  
pul led President Lyndon Johnson 's  chestn uts o ut of  the 
fire," a Brazi l ian comm ander of  the I nter-American 
Peace Force ,  which took the brunt of the i l l -advised 1 965  
Santo Domingo i nvasion ,  confided i n  a recent interview .  

I f  the Brazi l i ans  were annoyed b y  Carter' s ant ics i n  
1 977 ,  they n o w  feel betrayed b y  what Secretary o f State 
Alexander H aig has done in  the service of England .  "The 
Un i ted States m ust no  l onger be seen as our  tradit iona l  
al ly ," Jornal quotes an army officer, "s ince i nstead of  
tak ing  a neutral posit ion in th is  speci fic case [the M alvi­
nas crisi s] ,  the Un ited States showed the Latin A merican 
countries that its a l l i ance with N ATO is stronger and 
more important to it than th at of  T 1 A R , "  the I n ter-
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A m erican Recip roca l Assistance Treaty , or  R io  Treaty , 
which p ledges a l l  A merican repub l ics to defend the 
A m ericas from o utside aggress io n .  

No more automatic alignment 
N o one has expressed B razi l ' s  a nger over the U . S .  

"treaso n" toward hem ispheric defense ob l igat ions  m ore 
stark ly than the ch ief of the air force, B rigadier Del io 
Jardim de M attos .  In h i s  "Orders of  the Day" to the 
troops on the M ay 8 ann iversary of  the a l l ied victory 
over N azism in Europe, Jardim de M attos a l l uded to 
H aig 's  shred ing of T I A R ,  other t reaty commitments ,  
and the pr incip les of  the M o nroe Doctr ine .  He  de­
nounced " 'automatic a l ignments , '  which are as i n secure 
and deceiv ing as the t imes have shown us;  . . .  h i s tory 
teaches us that the express ion ' tradit ional  a l l ies' i s  a 
mere rhetorica l figure . "  (See page 3 8 . )  

W h a t  makes t h e  a i r  force chiefs analys is  part icular ly 
stri k ing  is  that he  is  a l eader of the pro-American 
tendency with i n  the Brazi l ian  m i l itary which has h i stor­
ica l ly a rg ued that B raz i l ' s  m i l i tary, economic, and po li t­
ical in terests could best be served through close harmo­
ny with the U nited States .  Pres ident Figueiredo shares 
that pro-American orientat io n .  

Jard im drew the logical concl us ion from H aig's  acts, 
wh ich i s  that staunchly pro-Western B razi l could no 
longer  count on its "tradi t ional  a l ly" to defend i t  from 
host i le  powers among  the deve loped Western countries .  
Therefo re ,  he to ld  Jornal do Brasil M ay 9 ,  Braz i l  was 
reform u lat ing i ts en ti re nat iona l  defense strategy , to 
prepare to defend itself without U . S .  support . The navy 
is demanding $ 1 5  b i l l ion  over 1 0  years fo r  long-delayed 
modern izat ion . Th is  new ly-credib le  requ i rement wreaks 
havoc with Brazi l ' s  a l ready austere spending p lans .  

The State Department crassly t r ied to  take advan­
tage of the problem i t  had created by sending Deputy 
Defense Secretary Fran k Car l ucci down to Brazi l Apr i l  
26 on what one A merican expert cal led "a foo l ' s  er­
rand . "  Carl ucci {)ffered Brazi l the $300 m i l l i on  fi nanc­
ing  needed to bu i ld  a n aval  a i r  station on Trin idade 
Is land to guard Brazi l ' s  m ajor  trade routes .  In return ,  
Car l ucci begged B razi l to take  over the  surrogate role 
in Cen tral  A merican counterinsurgency the A rgent ines 
had p layed for an  ungratefu l  Washington .  A p rominent 
member o f  the Brazi l i an  m i li tary e l i te i n formed EIR: 
" N ot for $300 m i l l ion ,  n or fo r any pr ice wi l l  we get 
involved in Centra l  America . Carl ucci was to ld so . "  The 
Brazi l- U .S .  m i l i tary aid agreement Brazi l abrogated i n  
1 977 wi l l  n o t  b e  res to red .  

A leadi ng member of  the Brazi l i an  Army H igh 
Command l amented to EIR Latin A m erica Editor Den­
n is Sma l l  duri ng a late A pr i l  meeti ng i n  Brasi l i a ,  "We 
have been try ing to get the m essage through ' to the 
Un ited States th at we want to be your a l l ies ,  but  you act 
l i ke  you do n' t  care .  No one is l i st en ing ."  
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A Brazilian comment on 
the Malvinas crisis 

In an April 27 repartee with the press, Brazil 's A ir Force 
Minister, Brigadier Delio Jardim de Mattos answered a 
question on if the South A tlantic situation required Brazil 
to reinforce its military power by retorting, " A  country can 
only be militarily rich when it is economically strong. We 
have always thought we should be powerful, but we are 
sacrificing ourselves to have the maximum of development 
with the minimum of security. " 

In the following " Orders of the Day " on the anniversary 
of V-E Day, Jardim de Mattos responded to General 
Haig 's abandonment of hemispheric defense commitments. 
It was read to 'all the troops and printed in Folha de Sao 
Paulo May 8: 

Comte de Chambrun rejects 
Anglo-American arguments 

The following letter was sent May 6 by Comte Charles de 
Chambrun to a prominent A merican political figure. 
Comte de Chambrun is a descendent of the Marquis de 
Lafayette and a former minister of Charles de Gaulle. The 
letter was made available for publication in E I R .  

Dear Sir :  
Looking from France, and as a man who k nows 

Latin America very weI l ,  as you do yours� I f, I would say 
that th is Falk land business is  a dramatic one for the 
American continents . 

I th ink  we shou ld  go back to Pres ident M onroe's 
invitation to my ancestor Lafayette to tour the U nited 
States .  The obvious reason at that time was to help John 
Quincy Adams's  election to the presidency . The real 
reason was M on roe's desire to have a president after him 
who was capable o f  enforcing the real ities of  the Monroe 
Doctrine against British imperia l ism . 

This ,  by the way, helped the wars o f  l iberation of 
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M ore i mportant than the seriousness of  the text of  a 
treaty is the seriousness of  the men who sign it ;  true 
a l l iances are forged in  reciprocity of  interests ,  common 
threats, shared risks , and sim i l ar concrete problems.  
H istory teaches us that the express ion "traditional a l l ies" 
i s  a mere rhetorical figure, capable of  enchanting confer­
ence tables, but l acking any practical sign ificance, espe­
cia l ly when in reference to nations from different worlds . 

Except i n  very specia l  cases, a l l iances require equi l ib­
r ium of  economic or pol i tical power between the parties, 
s ince otherwise they would be nothing more than "auto­
matic al ignments," insecure and deceptive as the times 
have told us .  

Today we commemorate with the pr ide of a partici­
pant, the day of A l li ed victory over Nazi fascism . 

Though not wanting to deny the importance of  that 
victory, the mark of  a worldwide struggle against oppres­
sion an d tyranny,  I find mysel f frustrated in seeing how 
distant  we are from the peace we fought to win ,  and not 
merely to l ive .  What has changed i s  merely the combat 
fronts,  the forms of  pressure,  the commitments and the 
motivations;  but egoism,  i nsensitiv ity, l ack of trust, trea­
son, and fear are sti l l  the sad realities of th is end of the 
century . . . .  That good sense wi l l  prevai l is our hope. 

General Bol i var, who was Lafayette' s friend ,  and is 
written h i story to all Spanish-speaking countries of  the 
South A merican continent .  This is why, even though 
there has obvious ly been economic over-exploitat ion in 
the past o f  South America by N orth American interests, 
the sentiment prevai led of A merican so l idarity and 
fratern ity , in a way as a rival to European and especial ly 
British imperia l i sm.  

We al l  know that  imperial ism never d ies .  Look at  
R ussia,  look at  the recent head l ines i n  the English news­
papers, look at French reverence for Napoleon .  I th ink it 
is  fo I ly ,  whatever strategic or other reasons may exist, for 
America to take s ides in the name of Anglo-Saxon 
sol idarity . This i s  an English concept, but in  n o  way 
should be A merican .  

Russia is going to exploit  t h i s  b lunder to  the h i l t .  
Maybe today wi l l  mark the real start of  the th ird world 
war, fought in a d ifferent way probably ,  but very destruc­
tive to our way of  l i fe .  

Spain wi l l  n o t  get in to N ATO now; a t  this stage the 
Russian aim in encouraging [Argentine President] Gal­
t ieri 's  move is crowned with success . For the t ime being 
they are sti l l  taken aback by the opportun ities handed to 
them , which they had obvio usly not forseen .  

I d o  not know h o w  Wash ington can reestabl ish its 
posit ion in  the Spanish-speaking countries, but it should 
try to q uickly mend fences . 

My  best, 
C harles, Ie Comte de Chambrun 
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Middle East 

Persian Gulf a prime target 
for a restructured NATO 
by Judith Wyer 

The M ay 7 N ATO com m u n i q ue ,  i n  i ts  cal l  fo r o ut-of­
area dep layments by members o f  the  a l l i a n ce ,  design ated 
South west Asia ( the Pers ian  G ul f- I n d i a n  Ocean reg i o n )  
as N ATO's n u m ber-o ne target .  S i nce 1 9 7 8 ,  B r i ta i n ,  the 
mastermind of t he p l a n ,  and the  Carter ad m i n istrat i o n  
began t o  l a y  the ground fo r t h i s  p o l i cy w i t h  the  creat i o n  
of  the R apid Dep l oyment  F o rce. 

Today Secretary o f  S tate A l exander  H aig  is t he po i n t  
m an in side the R eagan a d m i n i strat ion fo r the  s a m e  
pol icy ,  which  he  promoted i n  h is fo rmer capacity as 
S u p reme A l l i ed C o m m a n der- E u rope of  N ATO . The in­
sta l lat ion o f  Ayato l l a h  K h o m e i n i  d u ri n g  t h e  ea r ly  
months  of  1 979 was i n tegra l to creat ing  the  p retext for 
the N ATO m o ve i n to the reg i o n .  

N ow ,  L o n d o n  a n d  i t s  a l l ies w i t h i n  t h e  State Depart­
ment and t he Pentagon a re prov id ing support-i n c l ud­
ing u n l i m ited arm s-to I ra n ,  to ensure w h at they ca l l  a 
"perceived victory by Ayato l l ah K h omei n i  over I raq" i n  
the 20-month-o ld  G u l f  w a r .  A ccording to the A nglo­
A m erican ca lcu lat i o n ,  a n  I raq i  defeat wi l l  pave the  way 
for upheavals  in  the G u l f  reg i o n ,  upheava ls  w h i c h  w i l l 
j u st ify N ATO i n tervent ion  a n d  pe rmanent  m i l i ta ry bases 
under the pretext of protect ing o i l  flows .  

Beh i n d  the cr is is  s l ated fo r Southwes� A s i a  is  L o n ­
don's  d r i v e  to reco l o n ize the so-ca l led E a s t  o f  S uez 
region , using the U . S .  m i l i ta ry as i ts  colo n i a l  ge ndarme,  
j ust as  Br ita i n a ims to do in  the  Fal k la n d  I s la n d s .  An 

EI R M ay 2 5 ,  1 98 2  

Egyp t i a n  m i l i tary attache i n  Europe told EIR b luntly 
that Britain "wants not on ly to recolonize the Falk lands, 
but also the M ideast . . .  they want to go back into the 
Persian Gu l f  and send their armies and navies there as 
th ey did in the days of the British Empire." The source 
concluded that Brita in 's  design " is  based on the worst 
poss i b le hypocrisy,  since they cry about self-determina­
t ion  for the F a l k l a nders but reject it for the Palestin ians ." 

The stakes in the Gulf war 
I ra q ,  the on ly  A ra b  Gulf  state with a strong mi l i tary ,  

has  been  at war  w i t h  K h om e i n i ' s  dictatorship to defend 
not  o n l y  i ts  borders from Khomeini 's  drive to export 
t he revo l ut i o n ,  but the sovereignty of I raq's defenseless 
G u l f  ne ighbors .  

Accord ing  to State Department and Pentagon esti­
m ates, to achieve a "perceived" defeat of  Saddam 
H ussein by I ran , a n  I ranian invasion of Iraq may not be 
n ecessary .  Forcing I raq to accept terms of a peace 
agree m e n t  b ased on the "principles of  I s lam" for which 
the fascist  K homei n i  reg i m e  stands would be sufficient. 
L o n d o n  sou rces say that the new medi ator in the war, 
Ta leb I br ah i m i ,  who replaced the A lgerian Foreign 
M i n i ster M o ha m med ben Yahia who died when his 
p l a n e  was sh ot d o w n  en route to I ran to negotiate a 
truce at the  beg in n i ng o f  M ay, is thought to be closer to 
K h o m e i n i ' s  o u t l oo k .  Ibrahimi is a mem ber of the 

Patrol boats from Oman 's navy police the 
Strait of Hormuz. 
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N ATO-created C lub  of Rome, wh ich has been active 
through European- I s lamic front groups l ike  I s lam and 
the West  i n  promot ing an I s lamic  fundamental ist b loc 
to replace the nationa l  sovereignty of  the states of  the 
M usl im world .  

London and its al l i es in  the U ni ted States est i mate 
that o nce the fiercely nationa l i st ic regime of I raqi 
President Saddam H ussein is el im inated , the war w i l l  be 
clear for a new level of manufactured crises, i nc luding a 
new eruption of a confl i ct invo lv ing North and South 
Yemen and Oman,  along with Is lamic upris ings i n  the 
t iny Gulf  emirates of Bahrain and K uwait .  Once such 
crises jeopardize oi l  flows,  the Anglo-American Rapid 
Deployment Force ( R DF) ,  wi l l  move i n to pre-designat­
ed bases as an arm of N ATO and take control  of v i ta l  
sea lanes through the Red Sea and the Gu l f, the choke 
points for world o i l  fl ows .  

Br i tai n ,  the  Un i ted States, and I srael have  main­
tained secret supp ly  l ines of  sophist icated arms and 
spare parts  to I ran  s ince the beginn ing of the war .  

S ince I ran began a new offensive against  I raq  on 
Apr i l  30, i t  has employed u ltra-sophist icated equipment 
for the first t ime, inc lud i ng Cobra hel icopter gunships 
which had been groun ded due to lack of  spare parts .  
Us ing arms which had been suppl ied by the U ni ted 
States to the Shah's regime,  K homei n i  i s  now o n  the 
verge of defeating Iraq and sett ing the entire Gu l f  on 
fi re with NATO's bless ings .  

Secret Camp David clause 
Secret c lauses i n  the 1 97 8  Camp David agreement 

not o n ly provide for future N ATO presence i n  the Gu l f, 
but  also anticipate the consol idat ion of  a regionwide 
m i l itary pact, known as the M ideast Treaty Organ iza-

40 I nternationa l  

After an Iranian bombing attack on Bagh­
dad. 

t ion ( M ETa),  as an adjunct of  N ATO. The G ulf  
Cooperat ion Counci l (GCC) i s  i n  turn to be the seed 
crystal for M ETa. Accord ing to one State Department 
officia l ,  Is lam wil l  provide the ideological basi s for such 
a region wi de a l l iance i n  order to supersede the sover­
eignty of  the member states . 

The most aggressive advocate of l i nk ing the two­
year-o ld GCC, a l oose mi l i tary a l l i ance of  Saudi Arabia,  
K uwait ,  t he U ni ted Arab Emirates, Qatar,  Bahrai n ,  and 
Oman to N ATO, i s  the back ward Sultanate of  Oman­
whose meager m i l itary i s  u nder the command of crack 
B rit ish Specia l  Air Services (SAS)  commandos .  Oman is  
thought to be a key party to ongoing secret ta lks 
between N ATO and the GCe. 

Since the days o f  J ohn Foster Du l les, the fi rst to 
attempt N ATO control  over Southwest Asia were Henry 
Kiss inger and h i s  utopian cohort ,  James Schlesi nger, 
who in iti ated the bu i ld-up of the m i l itary arsenal  and 
Rapid Dep loyment Force depot on Diego Garcia, an 
i s land located 1 ,000 mi l es south of Ind ia  in the I ndian 
Ocean short ly after the 1 973 war between I srael and the 
Arabs .  

The archi tects of  the scheme are to be found in 
London a fter Brita i n ' s  defeat in the 1 956  S uez cr is is . 
The quondam Bri t i sh Defense Min i ster, Du ncan Sand­
ys ,  developed a doctr ine later tested by the Brit ish Royal 
M a ri nes in the 1 960s in K uwait and the Yemens:  a 
mobi le  str ike force to preserve a neo-colonia l  order i n  
the  developing sector .  With l im i ted forces of her own, 
Britain ass igned the U nited States to become the back­
bone of  such a force. 

The British mode 
Short ly  after Defense Secretary Caspar Weinberger 
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took office, he dec lared that the Rapid Deployment 
Force would be modeled on  the Brit ish Specia l  A i r  
Service .  A consu l tant to  Wein berger's Defense Depart­
ment says that the R D F  would not be able to move in to 
the G ul f  effectively without the guidance of  the Brit ish 
SAS, "who rea l ly know the lay of  the land from 
Brita in ' s  o ld  colon ia l  days . "  

Si nce the R D F  came i n t o  being under Carter's 
Defense Secretary H a rold Brown , Washington and 
London have conducted annual  st rategy sessions  on 
mi l i tary posture toward Southwest Asia .  Both the future 
R D F  bases and the coun tries designated to p lay a role 
in M ETO are contiguous to vital choke points for sea 
lanes.  

S ince 1 978 the U . S .  gover.nment has qu ietly spen t 
b i l l ions  bui lding up i n frastructure to support the mobi le  
force. One of the fi rst m oves taken jo int ly  by the Un i ted 
States and B ri ta in was to lengthen the runways of  Diego 
Garcia (the U n ited K i ngdom holds sovereignty over the 
i s land and leased base rights to the U nited States there 
after the 1 973  war) . 

N ow the is land can support loaded B-52s ,  the bomb­
er best su i ted for carrying tactical n uclear warheads .  
Today Diego Garcia supports a fleet of  ai r-conditioned 
cru isers loaded with tanks  and other heavy equipment 
for the R D F .  

I n  1 982 the U .S .  a l located for nearly $400 m i l l ion 

for development o f  i n frastructu re for faci l i t ies i n  Egypt,  
Oman ,  Somalia ,  and Kenya , not  inc ludi ng Diego Gar­
c ia .  None of these countries except Oman has yet agreed 
to permanent base r ights;  but the crises on the drawing 
boards are expected to force them in to providing base 
faci l i t ies in the futu re .  

The Soviet question mark 
With I srae l i ' s  return to Egypt of  the last th i rd of the 

Sinai on  Apri l  25, a U .S . - lead m u lt inationa l  force 
deployed i nto the S ina i  I srae l i -evacuated bases as a 
peacekeeping force un der the Camp David accords.  The 
U .S . S . R .  has responsed sharply, ca l l i ng that deployment 
the first step in  the bui ldup in the reg ion .  Moscow is  
p utt ing pressure on  Turkey to stay away from the R D F, 
s ince Turkey ,  a N ATO member, is a key l i nk  to the 
M i ddle East .  And on  M ay 6, the day of  the N ATO 
com munique, Pravda i ssued an attack on Pak istani 
dictator Zia u l - H aq for his fl i rtat ions with N ATO in  
open ing up to the RDF the G udar base near  the  mouth 
of  the G ul f. 

M oreover, the Soviets have reported ly bl asted U . S . ­
Ch i nese cooperat ion i n  a scheme to  bu i l d  up  Oman  as a 
s t ronghold of  an ant i -Soviet N ATO bloc on  i ts southern 
fl an k .  Duri ng the projected October Brezhnev-Reagan 
meeting,  there is  expected to be some tough bargain ing 
on the M i deast .  
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India 

Mrs. Gandhi opens 
new ties with Saudis 
by Ramtanu Maitra 

Indian Prime Minister I ndira Gandhi 's  four-day trip to 
Saudi Arabia in  l ate Apri l ,  the first visit ever by an I ndian 
leader to that Arab state, was watched with a great deal 
of interest throughout the region .  U nt i l  recently , Saudi 
Arabia's tradit ional t ies to the South Asian subcontinent 
have been to the Muslim states of  Pakistan and Bangla­
desh, and include Saudi funding for the large-scale arms 
purchases by Pakistan from the U nited States, an arms 
deal which has created heightened tension between I n di a  
a n d  Pakistan .  

Mrs.  Gandhi's visit was generally seen as a successfu l  
effort to establish new bridges between this leader of the 
Arab world and Hindu Indi a, a n ation which h as the 
third largest (numbering some 80 mil l ion) M usl im pop­
ulation in  the world. Mrs .  Gandhi clearly conveyed 
Indian concerns over the U . S. -Pakistan arms deals, and 
the bases for deployment of the U .S .  Rapid Deployment 
Force w hich are rumored to be establ ished in  Pakistan .  
While Saudi leaders avoided any criticism of Pakistan, 
the final  communique contained an expression of agree­
ment that the security of the I ndian subco ntinent and the 
Gulf region are "closely i nterl inked," a formulation 
interpreted by m any observers as evidence of  a shift in 
Saudi views resulting fro m  M rs .  Gandhi 's  visit . 

Mrs .  G andhi ' s  government has m ade concerted ef­
forts to develop closer ties to the Arab world,  i ncluding 
visits l as t  year to various other Gulf  states. While this is  
pa�ily motivated by a desire to o utflank Arab support 
for the Pakistani mi litary junta, it is also a reflection of 
the extensive economic and cultural t ies that have devel­
oped between India  and the Gulf region .  More than a 
quarter mil lion Indian workers are employed i n  the 
Gulf- lOO,OOO in Saudi Arabia alone-and Indi an com­
panies are major contractors and traders in that area . 
Indian petroleum supplies come mainly from that region ,  
and India h as been enco uraging, wi th  some resu lts, 
greater Arab investment and flow of  funds into I ndian 
economic development.  

Exchange of strategic views 
The I ndian view conveyed by M rs .  Gandhi is that 

t he entire region fro m  the Gulf to the I n dian Ocean 
must be neutral ized as an arena for superpower con­
fl icts . I t  i s  th is  view which underlies I ndian concerns 
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about Pakistan , which is edging into a ful l -scale m ilitary 
axis with the Un ited States and with Khomeini ' s I ran .  
This has also motivated the I ndian position that the 
Afghanistan issue h as been exploited on all s ides and 
m ust be defused through polit ical negotiat ions .  

There i s  evidence that the I n di an views were under­
stood by the Saudis ,  who share concerns about instabil­
ity in the region ,  particularly from Iran, and agree that 
the s uperpowers should be kept out of  conflicts . Mrs .  
Gandhi  urged t h e  revival of  the eight-point Saudi peace 
p lan ,  the so-called Fahd Plan for the Middle East, 
which acknowledges for the first time the right of  a l l  
nations i n  the area, inc lud ing I srael, to  l ive in  peace . 

The joint comm unique,  which fol lowed meetings by 
Mrs .  Gandhi  with all the Saudi leaders i ncluding King 
Khal id ,  contained in  turn a Saudi acknowledgement for 
the first t ime o f  I ndia 's  role in the region as a factor for 
peace . I n  effect, the Saudis have disassociated them­
selves from possible Pakistani mi l itary aggression 
against Ind ia .  

A m ore obscure but not ins ignificant factor in  these 
Saudi openings to I nd ia  js the l arge M usl im popUlation 
i nside I nd ia .  Certain Saudi elements h ave been proved 
to be involved in  funding extreme Is lamic fundamental­
ist groups within I n dia, groups which have pushed 
com m u nal  tensions and riots against Hindus .  The pic­
tures of  M rs. Gandhi being greeted by the Saudi 
leadership printed in I n di an papers are a valuable 
counterweight against such destabi l ization operations .  

The economic agreement 
The last ,  and not least, importance of the visit is in 

the area of economic cooperation between the two 
countries . A joint economic commission was formed. 
The commiss ion wil l  hold its in it ial  meeting i n  October, 
and the I ndians have already set up a task force of top 
government officials from the Finance, Commerce, and 
External  Affai rs min istries . 

According to reports from Ind ian government offi­
cials ,  Lndia wi l l  among other things help Saudi agrono­
mists. The Saudis are especial ly i nterested in collaborat­
ing with the I n dian Arid Zone Research I n stitute to 
develop dry agricultural methods suitable for the Saudi 
Arabian cl imate. I ndia,  according to official sources, 
wi l l  set up a modern ferti l izer complex in Saudi Arabia 
and then buy back substantial quantities of  ferti l izer 
fro m  the proposed complex. 

The I n dians  wil l  also bu i ld a large cement p lant, 
financep by Saudi Arabia, whose o utput wi l l  help 
overcome Saudi Arabia's scarcity of  cement. 

The joint com m un iq ue cal l s  for I n dian firms to 
provide consultation on various technical services, min­
ing and manufacturing,  uti l ities, and construction .  
Prospects a lso exist for cooperation  i n  the fields of  
trade, transport, fin ance, and other services . 
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Poland 

Behind the failure 
to reach an accord 

by Rachel Douglas , Eastern Europe Editor 

In mid-Apri l , the Po l ish Cathol ic  chu rch and the mart ia l  
govenment had res umed ta l k s  about "nat iona l  accord ," 
a dialogue that  co uld beg in  the resto ration  of  c iv i l  ru le  in  
Poland .  At the start of M ay ,  a series o f  dem onstrat ions 
under the banner of the suspended Sol idarn osc move­
ment cast the church-s tate effort to stabi l ize Poland into 
question . 

A lthough scant i nformation is avai lab le on who 
organ ized the demonstrations ,  they bore the s ignature 
of Brit ish i ntel l igence agencies that have cult ivated a 
capabi l ity to detonate unrest in Eastern Europe, as was 
done in  1 980. Their t imi ng, not only i n  the m idst of 
Ch urch diplom acy but  at  a moment when Brit ish finan­
c ia l  powers are observed in the attempt to squeeze 
Poland into default  on its hard currency debt,  po ints to 
the same conclus ion . 

Speak ing to the Po l i sh par l iament on M ay 4, I nte­
rior M i ni ster Gen .  Czes l aw Kiszczak blamed Western 
inte l l igence services for the eruptions in n ine  cit ies,  
suggesting that " Perhaps this  act ion i s  undertaken out 
of  a sense of shame over the Ma lvi nas s i tuation . "  

Authorit ies reimposed a curfew a n d  c u t  telephone 
com m unications throughout the country the same day.  
On ly a week ear l ier  Gen . Wojciech Jaruzelsk i ' s  govern- ' 
me,nt and the Po l ish Cathol ic Church's  effo rts  toward 
"nat ional  accord and social compact" had secured the 
release of 800 i nternees and the l i ft ing of  curfew. 

The Church moves for compromise 
The process of negotiations  began on  Apr i l  1 3 , when 

Cathol ic Primate of Poland,  A rchbishop Jozef Glemp,  
released a report from his  B ishops '  Soc ia l  Counci l .  I t  
was  a dra ft of terms under which  the  government might 
even tual ly come to terms  with Sol idarnosc, for whose 
interred leaders it recommended amnesty. The conces­
s ions of 1 980, or independent trade un ions  above a l l ,  
should be  preserved , sa id  the Prim ate' s advi sers , b ut so 
should "h istorica l rea l it ies" be recogn ized, mean ing 
Po land's  a l l iance with the Soviet  Un ion .  They also held 
that Sol idarnosc had to accept some o f  the b lame for 
the cris is i n  Poland,  and they warned aga inst terror ism 
and unrest from "opposit i on-o riented" youth . 

Church-state negotiatio ns fo l lowed. On A pri l  23 and 
24 Jaruzelsk i  presided over  a Com m unist Party Central 
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Comm ittee p lenum that  resolved to  make  some reforms 
"st i l l  i n  the period o f  m artial  l aw ."  On Apr i l  25  he  
conferred wi th  G lemp .  The d i spatch on the i r  ta lk  said,  
"a un i fied effort on  the part of the auth orit ies and the 
comm un ity is  requ ired "  to so lve Po land's  problems .  

Then G lemp fl e w  t o  R o m e  for a day of  ta lks  with 
Pope John Paul  I I .  From that conference emerged a 
pledge fro m  G lemp that the Pope' s tr ip to h i s  nat ive 
Pol and would not take p lace unt i l  "the right co ndi­
t ions" were created, a signa l  that John Paul  I I  was not  
go ing to a l ight i n  Poland and enflame popu lar enthus i ­
asms that cou ld  upset the order imposed by mart ia l  law.  

On Apr i l  29 ,  the government released 1 ,000 pol it ical 
i n ternees ,  800 of them permanently .  G lemp greeted this 
as "a  step toward creat ing co ndit ions" under wh ich the 
Pope could come ce lebrate the 600th ann iversary of  the 
icon of the Black M adonna of  Czestochowa, the Pol ish 
Cathol ic  shr ine .  

H owever ,  30,000 people under the banner of the 
Sol idarnosc movemen t  jo ined an unauthorized M a rch 
through the Old Town sect ion of Warsaw on  M ay I .  
The mi l i ta ry and the po l ice,  a lerted to the oem onstra­
tion by advance leaflets,  stood aside .  When a smal ler 
crowd took to the streets aga in  M ay 3-4, against  state 
radio warn ings not to ,  the pol ice broke up the demon­
stration  with fi re hoses ,  tea r gas ,  and night sticks .  The 
demonstrat ions were sharply condemned by the Catho- ' 
l i c  Ch urch . 

At h is  Warsaw residence ,  A rchbishop G lemp told 
the Washington Post,  "We are aware that ext remists are 
beh ind th is  act iv i ty .  This  doesn ' t  help at a l l  s ince it 
delays the l i ft i ng of martial l aw .  We k now that someone 
wants to prolong i t-the extremists  from both the r ight 
and the left .  On this  point they agree . "  

. 

Officia l ly ,  the Pol ish Episcopate issued a com m u­
n ique that held the r iot ing respons ib le  for "delayi ng 
socia l  accord ,  ha l t ing steps toward normal ization , and 
m isgu id ing the youth ."  

G l emp ,  after h i s  v i s i t  with the  Pope, he ld  a long 
sess ion with Premier Jaruzel sk i .  H e  a rg ued the protests 
were organized without  the consent of So l idari nosc 
leaders . Lech Walesa,  he  said, h ad "noth ing to do" with 
the rioting .  

The  Po l i sh  government understands that  i t  i s  the 
ta rget of  economic  as  wel l as street-level provocation .  
At  a Central Committee p lenum i n  ear ly  M ay Jaruzelski  
accused the West o f  p utti ng an " i ron curtain" aro und 
the Pol ish econ omy, dec lar ing that i f  capital i sts want 
Po land to pay its debts they should cance l  economic 
sanct ions aga inst the country .  A lthough the Poles have 
m ade i t  clear that they w i l l  need debt resched ul ing in 
1 982 ,  ed itoria l s  in the Economist and the London Times 
on M ay 3 led the London pack that i s  h owl i ng aga inst 
any form o f  debt rel ief fo r Poland without big pol i t ical  
concessions from Jaruzelsk i ' s  government .  
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Interview: Per Engdahl 

Fascist leader discusses his 
links to Swedish socialists 

The fol lowing i n terview was con­
d ucted with Per Engdah l ,  leader of  
the Swedish fascist party, the New 
Swedish M o vement ,  i n  Stockho lm 
M ay I by EIR correspondent Wi l ­
l i am Jones .  Engdah l l ed  the pro-H i t­
ler party throughout World War I I ,  
and was an  honored guest i n  both 
Nazi Germany and M usso l in i ' s  Italy 
during the war. H e  was an int imate 
a ssociate of M usso l in i ' s  foreign m i n­
ister  Ciano,  and o f  N azi ideologue 
A l fred Rosenbe rg .  Engdahl ma in ­
ta ined h is t i e s  w i th  the  fasci sts after 
the war through M usso l in i ' s  widow, 
and i n  the early 1 950s h osted the 
post-war in ternat ional  fascist net­
works at M almo ,  Sweden (see EIR, 
Apri l  20) . 

Engdah l ' s  remarks  about Social ­
ist I nternat ional  leader Olof  Palme 
are  extraordinari ly candid .  Li ke 
M ussol i n i ,  Oswald Mosley , and 
others, Palme has a pattern of left­
right a ffin ity . Palme's  association 
with Engdah l i s  a lso in teresti ng in 
l ight of  Pa lme's  unprecedented ap­
pearance on a nat ionwide televi s ion 
program in  Sweden Apri l  14 to de­
nounce Kerst in  Tegi n-Gaddy, who is 
Chairman of the European Labor 
Party (EAP) in  Sweden ,  as leader o f  
a "t iny fasci st- l i ke  sect . "  The E A P  
was founded b y  co-th inkers of  EIR 
Contr ibut ing Editor Lyndon La­
Rouche .  Tegin-G addy i m m ediately 
cha l lenged Pa lme to a pub l i c  debate 
on the issue of whose po l ici es a re 
fascist-the EAP's  or Palme's (see 
EIR, M ay 4). Palme has yet to re­
spond to the chal lenge .  

Jones : You have on va r ious occa­
s ions  expressed a great admi rat ion 
for the Swedi sh Social  Dem ocracy in  
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your  writ i ngs and speeches . I sn ' t  i t  
somewhat i ron ic  that  you ,  the leader 
of a fascist o rgan ization [Nysvend­
ska  Rorelsen-the New Swedish 
M o vement]  wou ld  fin d  yourself in  
agreement wi th  Socia l  Democratic 
po l icy on so many points? 
Engdahl : Not at a l l .  We've always 
had a m uch easier t ime getting  along 
with the socia l i s ts than with the con­
servat ives. We've got a lot  m ore in 
[common ]  with them . The stab i n  the 
back for us  has a lways come from the 
r ight :  Stauffenburg i n  N azi Ger­
many ;  Badogl io in  I ta ly ;  Rega de­
stroyed Peron ism i n  A �gent ina .  Our  
m ajor  fights have  a lways been wi th  
the  conservatives .  They have a lways 
betrayed us . The Swedish socia l ­
dem ocratic workers  m ovement ,  on 
the other hand,  i s  a trustworthy a l ly .  
Jones : How do  you  account  for this  
affin i ty between your ideology and 
that of  the soci a l  democrats? 
Engdahl : There has a lways been a 
strong corporatist strain with the so­
cial democracy . Befo re the Second 
World War, when I was in  Uppsala ,  
I participated i n  a debate where A l f  
Ah lberg, the social -dem ocratic h i s­
tori an ,  was also present .  A fter the 
debate,  I received a postcard from 
A h l berg w here he  expressed the hope 
that a socia l  democracy . . .  m ight ,  
together with our  movement ,  be ab le 
to accompl i sh  a thorough reform of 
Swedish society . 

D u ri ng the war, I wrote a series 
of  articles under the t i t le " H it ler as 
M ode l , "  where I compared the so­
c ia l -democrat ic economic  program 
with H it ler 's program from the 
1 930s . T he s im i lari t ies between the 
two [programs ]  were overwhelm ing .  
Ern st Wigforss, the  social -dem ocrat-
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ic Min ister of Finance, was impressed . I later had discus­
sions with Wigforss on economic policy. He was aware 
of  the danger of  the development of a state bureaucracy 
as involvement in industrial activity i ncreased . He pro­
posed worki ng out a model,  where a corporat ist society 
could be established at the same time that we wou ld keep 
the state o ut of the picture.  

The managing director of  each firm would be the 
boss, and the firm would be owned by the employees . 
Sometimes Wigforss wondered which one of  us was most 
radical-he or I .  

Jones: I s  your movement sti l l  involved i n  international  
pol it ics? 
Engdahl: Our major international  contacts are with the 
MSI [a neofascist party] i n  I taly. We h ad contacts with 
the Ordine N uovo group, but now they have been banned 
in Italy. Through the MSI we h ave contacts with the 
Lebanese Falangists. I n  1 978 ,  I was i n  I taly speaking at 
an MSI rally. At one meeting in  Catania, the pol ice 
estimated that there were 20,000 people present .  Almi­
rante [head of  the M S I ]  was there as well as BIas Pinar 
from Spai n .  

Jones: You were also very instrumental in  sett ing u p  
what is  known a s  the M almo I nternational . 
Engdahl: We had a meeting i n  M almo in 1 952 ,  where we 
establ ished a commission ,  of  which I was the head . . . .  
In  those days, Malmo was one of the few places where we 
could see old SS generals m ingling with fascists from the 
French Resistance movement .  There were, h owever, 
some difficu lties getti ng visas for some of the people. I 
spoke with the Swedish Prime Minister, Tage Erlander 
[who groomed Olof Palme to succeed him as Prime 
M in ister i n  t he 1 960s . Ragnar Edenman,  head of the 
New Swedish Movement, arranged Palme's appointment 
to the post of Education Min i ster-W.J . ] .  Erlander told 
me to submit t he names of  the delegates and he would try 
to fix these visas.  H e  advised me, however, not to invite 
Oswald M osley . . . .  

Jones: What do you th ink of the present leader of the 

social  democracy, Olof Palme? 
Engdahl: H igh ly intel ligent .  This poor country has a 
d ifficult ti me in appreciating a person l ike Palme.  Palme 
has  come up wi th  a lo t  of  good proposal s ,  but he ' s  not  
especia l ly creative. H i s  proposals are for the  most part 
based on already wel l -k nown ideas . 

Jones: Have yo u been in touch with Palme personal ly? 
Engdahl: I ndeed I have. The fi rst t ime, I discussed edu­
cation with h im ,  when he was M in ister of Education in 
the l ate 1 960s . I was sitt ing in the waiting room , w hen he 
to my surprise rushed out and greeted me warm ly . This  
was quite un usual behavior, for a mem ber of the govern-
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ment to act this way toward someone l ike me. Palme 
expressed interest in  many of the ideas of  the New 
Swed ish  M ovement .  . . .  I explained to h im how the 
difference between a dem ocracy and a fascist society was 
merely a di fference i n  q uantity, rather than quality.  
When our discuss ion was over, and as I was about to 
leave, Palme shocked me by taking my coat from h is 
assistant and helping me on  with it h imse l f. 

Some days later, I received a ca l l  from one of our 
people in Lund,  who had attended a meeting where 
Palme spoke to some stlidents. He asked me if I had 
spoken to Palme recently,  as many of  the things Palme 
said seemed to come di rectly from the arguments I used. 
Si nce that time, h owever, Pal me has been somewhat 
stand-offi sh when I met him at a press conferences and 
the l ike .  

J ones: Do you think that  wage-earners' funds [ to be 
used to buy up maj ority shares in  industrial corporations] 
would be a step toward your corporatist ideal? 
Engdahl: It could be, depending on how i t  is  developed. 
We were actual ly the fi rst to introduce the idea of funds 
in Sweden in the early 1 9 50s.  At that t ime the LO, the 
trade-union o rganizat ion ,  would not accept the idea. 
Now they are for funds .  

Then there is the questi on of how a l l  of this wi l l  be 
financed . We don't  l i ke the idea of  s imply printing up 
more money and pumping it into the system.  That would 
create i nflatio n .  W hat they ought to do is to create a 
form of  what I ca l l  investment checks,  b i l l s  o f  credit to be 
issued for i nvestment purposes on ly .  

J ones: Something l ike  Hja lmar Schacht [Hi tler' s Fi­
nance Min i ster-ed . ]  M efo b i l ls? 
Engdahl: Yes,  precisely, Mefo b i l l s .  This  would put a 
l imit on monetary inflation .  After del ivery of the capital 
goods, the supplier co uld then turn the bi l ls in for cash .  
But I th ink that  Pa l  me would be  wise to  go  easy wi th  the 
fund proposals before the elect ions .  I t  could undermine 
h i s  chances o f  getting back into power.  

J ones: What do you think of  the social-democratic crisis 
program? 
Engdahl: It's the best thing they have come o ut with yet . 
Relief work,  road-bui lding,  bridge-bu i lding :  that kind of 
th ing .  Why, for C hrist's sake, it 's Hi tler's program-and 
they don't even

' 
know i t .  This i s  the stu ff to get industry 

on their side, and that is what they need . 

J ones: What about th e green ies? 
Engdahl: We can't j ust b l ind ly b urn up our resources in 
the way we are doing now. N uclear energy is no answer 
either, a lthough I am not entirely against it. I am in 
complete sympathy with the environmental ist move­
ment .  
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Inside Canada by Pierre Beaudry 

Education under attack in Quebec 

Trudeau 's new constitutionfeeds linguistic strife as students 
rampage over new pedagogical regime. 

A few weeks after the Queen of 
England gave the Canadian consti­
tution to the Queen of Canada, Ot­
tawa's plan to take over the legiti­
mate French language rights in 
Quebec is already being activated 
as English-language residents of  
the  province are organized against 
Quebec's Charter of French Lan­
guage, Bil l  1 0 1 . S imultaneously, 
"outside individ uals" have been re­
ported organizing violent student 
protests against the Quebec Educa­
tion Department's new pedagogi­
cal regime, which is aimed at up­
grading the educational system for 
the whole province .  

Systematic actions are being 
planned by the M ontreal-based 
Positive Action Committee, a Tru­
deau front, to use chi ldren as poli ti­
cal bait in the fight to chal lenge 
Quebec's Charter of the French 
Language, Bi l l  to I ,  using the newly 
proclaimed federal constitution . 
The chairman of the PAC, A lex 
Paterson ,  blatantly to ld the M on­
treal Gazette on M ay 8 that  "the 
children are pawns in a pol itical 
free-for-al l . " 

The first legal  challenge comes 
on June 1 4  in the Quebec Superior 
Court, when lawyers wi l l  fi le  a mo­
tion against the Quebec M inister of  
Education, Cami lle Laurin ,  the ar­
chitect of Bi l l  1 0 1 ,  and the Quebec 
Attorney Genera l .  The case in­
volves five fami lies who claim that, 
under the new constitut ion, their 
chi ldren have a right to an English 
education in Quebec. These are ex­
ceptions to the Quebec law wh ich 
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restricts access to English- language 
schools for chi ldren whose parents 
have n ot been ed ucated i n  English 
in Quebec. 

On the other hand,  the federal 
Charter, proclaimed without the 
consent of  Quebec, extends that 
right to children whose parents 
were educated in  the English lan­
guage anywhere . 

A ltho ugh Bi l l  1 0 1  a llows for 
"any reciprocity agreement" with 
another province in  extending the 
scope of this right, the real issue 
here is the republ ican right to pro­
tect French language an d culture 
for 6 mil l ion fran cophones of  Que­
bec . 

As EIR has documented, it is 
the principle of  nation-bui lding 
which Trudeau wants to destroy in 
Quebec by attack ing its critical 
nerve: education .  That is why Tru­
deau has a lready promised ful l  fed­
eral financia l  support for a l l  such 
court chal lenges against the Que­
bec governmen t .  

On M ay 5 ,  Quebec J ustice 
Minister M arc-Andre Bedard in­
troduced a b i l l  in the Quebec As­
sembly,  invok ing a constitut ional 
provis ion that a l lows the Quebec 
legis lature to retain its powers to 
dverride certain sections  of the fed­
eral charter. Yet, unfortunately, the 
Parti Quebecois leadership has 
fai led th us far to identify Trudeau's 
operation for what i t  is ,  and has 
chosen to fight a trench war instead 
of counterp unching . 

This strategy o f  attrition has 
been outl ined by Education M inis-

ter Laurin :  "I expect that certain 
groups wil l  try to use the courts to 
get their chi ldren into English 
schools ," he said .  " It would o n ly 
prove that the Canada Bi l l  consti­
tuted an important b lock to the 
flowering of our identity . The more 
s uch cases, the bigger Quebeckers 
wi l l  consider the b lock ."  

Whi le M inister Laurin is defen­
sively upholding French education 
rights on  the legal front ,  his new 
pedagogical regime for secondary 
schools  has been used as the pretext 
for violent student protest . On May 
4 and 5 more than 30 h igh schools 
were closed in the M ontrea l area, 
leaving more than 20,000 students 
out of class . According to the chair­
man of  the Montreal Catholic 
School Commiss ion,  Luc Larivee, 
the situation was "much m ore dra­
matic" than reported by the media. 
The protests , he stated, had been 
spurred by "outside i ndividuals ," 
who paved the way for further trou­
ble by leaving behind them "long 
chains,  h un ting k ni ves, and j ack­
knives . "  

The reportedly "mi li tary- l ike" 
deployments were a imed at the Ed­
ucation Department's proposal to 
ra ise the passing grade from 50 to 
60 per cent starting next September.  
M inister Laurin told students on 
M ay 1 0  that the  60 per  cent passing 
grade wi l l  be introduced into the 
school system o ver a period of �ev­
eral years. 

But even i f  the Parti Quebecois 
government i s  using all available 
legal measures possible to "retain" 
whatever sovereignty i t  has,  and is  
attempting to patch up an  a lready 
half-destroyed education system it 
in herited fro m  previous  Liberal 
governments, its present "defen­
sive" attitude will not be enough to 
stop Trudeau. 
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DatelineMexico by Josefina Menendez 

The FBI scandal : Part I 

The FBJ's illegal role in Mexico-up until this month-was 
one of the Western hemisphere 's most closely-guarded secrets. 

When we poked into the smal l  
but high-powered Social  Demo­
cratic Party (PSD) in  M arch, read­
ers of these columns wi l l  remember, 
we di scovered a nasty combination 
of  V .S .  State Department capabi l i ­
t ies deployed under a b usiness con­
sult ing cover ("Sintemex") and the 
above-ground side of a left-envi­
ronmentalist-terrorist operation .  
I t s  usefu lness for wrecking every­
thing from republ ican institutions 
to economic development plans 
was apparent-but on ly with recent 
events have we learned what a big 
fish has been caugh t  with this can of 
worms .  

The exposure of the PSD by the 
Mexican Labor Party (PLM)-[the 
group which bases its fight for eco­
nomic development and republ ican 
principles on the ideas of the Amer­
ican phi losopher-polit ician Lyndon 
LaRouche]-has unearthed the 
name o f  the V .S .  Federal Bureau of 
Investigat ion .  The story i s  now 
coming out of  40 years of  i l legal 
FBI  i nfi ltration into Mexico . 

I n  l ate Apri l ,  the dossier that the 
PLM had compi led on  the PSD 
went to M exican I nterior M inistry 
with a request that the PSD's regis­
tration as a legal  party be revoked 
because it was foreign-control led.  
The PSD's response was to spread 
the charge that the PLM is  a front 
for the CIA. In this campaign i t  was 
joined by the Popular Socia l i st Par­
ty and the Socialist Workers Party. 

On M ay 9, with the left howling, 
the Mexico City dai ly El Peri6dico 
revealed that the charges against 
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the PLM were "furnished by the 
FBI. " 

The presence o f  the FB I  i n  M ex­
ico is not new, nor is its use of left­
wing groups unusual .  I n  a dea l  
struck between British Specia l  Op­
erations Executive and the A meri­
can inte l l igence com m unity in 
1 938 ,  the FBI was given primary 

jurisdiction for i ntel l igence gather­
ing and operations throughout 
Latin America .  I n  the case of M exi­
co,  that jurisdict ion has remained. 

Today there are twice the num­
ber of FBI  agents i n  M exico as 
there are CIA agents. 

Both Mexican and American 
patriots, of course, have now be­
come very in terested in the PSD 
scandal, and why the FBI is  defend­
ing the PSD.  

I n  the early 1 970s, i t  i s  docu­
mented , the PSD leadersh ip 
worked with the immediate con­
trollers of  Mexico's m ost feared ur­
ban terrorist gang, the 23rd of  Sep­
tember League. 

In  1 98 1 ,  the PSD took com­
mand of  M exico's fledging envi­
ronmentalist movement and direct­
ed it against nuclear energy plant 
construction ,  the. basis of  M exico's 
goal of becoming a ful ly industrial­
ized nation by the year 2000 . The 
man in charge of greenie side of the 
PSD is Adip Sabag ,  who, in 1 976 
ran "opinion pol l ing" on behalf of 
the Mexican Communist Party . 

Sabag is also known to confer 
regularly with the bishop of the 
A ntiochian Church in Mexico, 
Chedrawi , who is said to be the key 

figure in Arab terrorist capabi l it ies 
in Mexico and Central America. 

The PSD-FBI  connect ion i s  not 
the on ly p lace that the grimy finger­
prints of the G-men have appeared 
in M exico . Perhaps more impor­
tant-and threatening-is the fact 
that the FBI  has also p layed a major 
ro le in an attack on Mexico's high­
est-level security and intell igence 
capabi l i ty ,  the Direccion Federal de 
Seguridad (D FS).  

The FBI released charges at the 
end o f  March against the former 
head of the DFS, M iguel N assar 
Haro , on  accusation of compl icity 
in a car theft ring in San Diego . It 
soon became apparent that i t  was 
not Nassar H aro that the FBI was 
in terested in:  i t  was crippl ing the 
indepen dent inte l ligence capabil i ty 
o f  the DFS as a whole,  at a moment 
when M exico faces l ive threats of 
" I ran izat ion . " 

On March 23 the FBI ,  working 
through San Diego U .S .  attorney 
Thomas Kennedy, claimed that the 
FBI investigation had been ham­
pered because N assar H aro was the 
C IA ' s  chief Mexico contact and the 
C I A  did not want h is position com­
promised . 

The sharing of  certain classes o f  
information between V .S .  and 
Mexican intel l igence services is a 
customary and long-standing ar­
rangement.  But the Justice Depart­
ment/ FBI  "revelation" set off an 
anti-C I A  witchhunt  in  the left ist 
press . On  Apri l  I S , the M exican 
Congress was obl iged to name a 
special i nvestigating commission. 

The FBI ' s  name never even en­
tered the debate . N ow,  three weeks 
later, its role is  beginn ing to come 
under close scrutiny . 

Next week: the 45-year history of 
illegal FBI activity in Mexico. 
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MiddleEastReport by Nancy Coker 

Israel, Argentina, and Great Britain 

A riel Sharon-and Britain-seem to be on the outs these days 
in Israel; is it only pragmatism? 

It is  not by chance that the current 
decline of Defense M inister Ariel 
Sharon's fortunes in  I srael coin­
cides with a healthy rise o f  anti­
Brit ish sentiment.  As Sharon's  ad­
venturism is  being cal led into ques­
tion by top government o fficia ls  in  
Israel, so too i s  Bri ta in 's  provoca­
tive behavior in  the South A tlantic 
theatre .  

Soon after the  start of  Argen­
tine-British hosti l ities, a r ift arose 
between I srael and Britai n .  The lat­
ter complained about I sraeli arms 
shipments to A rgentina,  including 
a recent del ivery of Is rael i -made 
Dagger jet fighters to Buenos 
Aires.  Argentina has a lso bought at 
least four patrol  boats from I srael 
and a significant number of sh ip-to­
ship and air-to-air  missi les .  I n te l l i ­
gence sources say th at Israel 's  sup­
port  for Argentina goes far beyond 
what has been publicly reported . 

In response to Britain ' s  com­
plaints I s raeli Foreign M inister 
Yitzhak Shamir declared that de­
spite British pressure, I srael would 
honor al l  previous contracts with 
Argentina and contin ue to deliver 
arms on schledu le, although no  new 
deals would be made. 

London was enraged . 
Those who have dismissed I s­

rael 's  dispute with Britain over Ar­
gentina as "tactical d ifferences" are 
badly mistaken . The tiff signals a 
much more fundamental di sagree­
ment .  

Despi te the fact that  I s rael has 
long been wi l l ing to serve as a pawn 
o f  British imperial  pol itics-the 
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Balfour Declaration , which found­
ed the Zionist c la im to I srael , was a 
Brit ish strategem-there is a poten­
t ial ly healthy basis for an I s raeli 
con fl ict with London;  the fact that 
Brit i sh finance capital and pol itical 
in tel l igence s upported the rise of 
H itler's N azis .  Many I s rael i s, in­
cl uding intel ligence officers , h ave 
recen tly told EIR that Israel  sti l l  
b lames England for H itler' s Holo­
caust,  i n  which 6 mi l l ion Jews died . 

The latent antipathy to and sus­
picion of the Brit ish reported ly go 
beyond the old Irgun die-hards and 
inc l ude wel l -placed government o f­
ficials from a broad pol it ical spec­
trum . 

On M ay 7, U ruguayan Foreign 
Min ister Estanis lao Otero Valdes 
arri ved i n  I srael for an unprece­
den ted five-day visit in which arms 
were reported ly discussed . U ru­
guay, located j ust to the north of  
A rgent ina,  i s  an  important nerve 
center of  banking and pol i tical in­
tel l igence networks l ink ing I srael i ,  
Swiss ,  and Ital ian in terests ,  and 
Lat in  American power centers .  

I t  is wi thin this low-keyed but 
pa lpably ant i -B rit ish context that 
Arie l S haron n o  longer finds h im­
sel f the  fair-h ai red boy of Israel 's  
ru l ing coal i t ion .  

I n  recent weeks,  Sharon has 
fa llen further out of  favor with 
Prime M in ister Menachem Begin ,  
w h o  h a s  been blocking Sharon ' s  
efforts to ign ite a ful l- scale war over 
Lebanon,  knowing that his  Defense 
M i n i ster intends to use a mi l itary 
conflagration in Lebanon to cata-

pult himself into power. Begin ,  as 
EIR has reported , is said to be the 
eminence grise behind a " Stop 
Sharon" clique i n  the Israel i cabinet 
including David Levy, Y itzhak 
Shamir, and Yoram Aridor .  

At  the root of  the Begin-Sharon 
fight i s  i nternecine i ntel l igence war­
fare . Earlier this m onth ,  after 
months of infighting and despite 
Sharon 's  opposi tion , Begin ap­
pointed Yekutiel Adam to head the 
M ossad , Israel's i ntel l igence agen­
cy-a move seen by analysts as an­
other effort to block Sharo n .  

Sharon's  o w n  appoi ntments to 
key posit ions  are still drawing fire .  
At the beginn ing of May ,  Sharon 
appointed as h i s  press advi ser U ri 
Dan , the official biographer and 
ardent admirer of  organ ized crime 
k ingpin Meyer Lansky . Former 
chief of staff M ordechai Gur  
fo ught the  appointment on 
grounds that Dan, who was 
stripped of  his j ournal ist ic creden­
tials for reveal ing sensit ive mi l i tary 
intel ligence ,  i s  a traitor and a secu­
rity r isk .  

The  fight around Sharon i s  a 
mere reflect ion of the unsettled po­
l i ti cal  s ituation inside I srael ,  where 
back-stabbing among mIn Isters 
and rumors of cabinet defections 
aboun d .  

With the col lapse of  national  
un ity talks with the Labour Party, 
Begin is at the mercy of  rel igious 
parties i n  h is  coalit ion .  H ence,  his  
decis ion to sh ut down Israel ' s  na­
tional  a ir li ne EI A I  on the Sabbath . 
The decision may backfire-and 
early elect ions could ensue-fol­
lowing the high court 's  recent legal 
chal lenge of the cabinet on  this is­
sue. 

Then , the scramble around 
Sharo n-and the B ritish-could 
come out in  the open . 
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International Intelligence 

Jesuits want Sonora 
antinuclear reaction 

As the M exican government goes ahead 
with plans to bui ld  its fi rst nuclear train­
ing reactor in  the northern state of Son­
ora, sources report that a leftist-ecologist 
coalition met secretly under the leader­
ship of Jesuit Father Esteban Sarmiento 
at the beginning of May to plan an anti­
n uclear campaign for the state.  

The meeting was attended by the 
Revolutionary Workers Party, the Social 
Democratic Party, and the Acequfa en­
v iron mentalist group .  Sarmiento pro­
posed to the assembled radicals that they 
form an "ecological protect ion front," 
which could obtain support from "some 
members in the PAN [an u ltra-right par­
ty] and the private sector . "  The classic 
Jesuit method of  producing social chaos 
is to manipulate both conflict and coop­
eration between "right" and "left . "  

Sonora's pro-development state gov­
ernment, led by Governor Sam uel 
Ocana, is  facing a smal l  but provocative 
opposition to its plans. The pres iden tial 
candidate of  the Social Dem ocrrats, 
M anuel M oreno Sanchez, will be usi ng a 
mid- M ay campaign tour of Sonora to 
ral ly opposit ion to the research reactor .  

The same reactor center project was 
original ly schedu led for the state of M i­
choaca.n, but had to be canceled there 
because of Jesui t-led dist urbances . 

LaRouche allies enter 
Hessen election race 

The European Labor Party ( E A P),  the 
European co-th inker of Lyndon La­
Rouche, launched its campaign for the 
Hesse state parliament with a party con­
ference in  Fran kfurt, West Germany on 
M ay 8. As EA P regional  chairman Ren­
ate Rumpf observed in  her welcoming 
remark s to the co nference, the elect ions 
have an international significance be­
ca use they can determine whether Hel­
mut Schmidt surv ives as Chancellor,  
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along with h is  governing Social Demo­
cratic- Liberal ( S P D - F D P) coali t ion .  

The present SPD governor of  H esse, 
H o lger Borner, is  Schmidt 's  m ost i mpor­
tant remaining po litical al ly on the state 
level . Schmidt i s  the leading European 
spokesman for detente with the East, in 
an extremely dangerous strategic period. 

S hould  the SPD's performance in 
H esse repeat the pattern o f  the Lower 
Saxony elect ions in M a rch,  R um pf 
warned, where the opposit ion Chri st ian 
Dem ocrats an d the environmental ist  
Green Party made la rge gains,  Borner 
would fal l  and Schmidt would be weak­
ened . 

For this reason the EAP is focusing 
its campaign on the international crisis,  
and attempting to defeat the C D U  and 
the green ies. The EAP co uld thus provide 
both a margin o f  victory and a coal it ion 
partner for the S P D .  

T h e  other maj o r  task of t h e  E A P  
campaign w a s  presented by Party Chair­
man H elga Zepp-LaR ouche: to break 
the Sch midt government away from its  
decis ion to support N ATO out-of- area 
deployments, which would make West 
Germany an instrument o f  the British 
pol icy of mi l itary confrontation aga inst 
the less-developed nations .  

Calgary dialogue on 
resource development 

About 50 Canadi ans braved a 1 3- inch 
snowfal l  on M ay 8 to attend an EI R 
conference in Calgary on the difference 
between resource control and resource 
development,  which featured a discus­
sion by EIR Contri b uting Edito r  Chris­
topher White of Lyndon LaRouche's 
Draft Constitution for a Republ ic  of 
Canada . 

The meeting opened with a presenta­
tion by EIR' s  Sylvia Bark ley on the 
N o rth A m erican Water and Power Al l i ­
ance proposal fo r us ing water  fro m A las­
ka and Ca nada to irrigate and service a 
major part o f  the N orth A merican conti­
nent .  A fter developing the economic ne­
cessity for the megaproject, Barkley em-

phasized the effect o f  undertaking such a 
proj ect as a national  goal ,  towards uplift­
ing a nation's  citizenry. 

The theme o f  cit izenship-and the 
stan dpoint of  the audience-was hit 
again in  W hite's presentation of La­
R o uche's Canadian constitution and the 
k i n d  of understanding of economics a 
cit izen needs . Many in the audience com­
pared White's  descript ion of  the devas­
tati on of the U . S. economy with the situ­
ation in Canada . 

W h ite' s briefing on the M alvinas 
confl ict as a British war against the 
U ni ted S tates and its abi l ity to help the 
rest of the world develop its resources 
was m et with concentration and close 
questioning by an audience that had 
tho ught of itself as pro- British . 

Kissinger speaks for 
conventional arms push 

Henry Kissi nger delivered his second 
m ajor  policy address in  Europe i n  three 
days on M ay 1 2  at The H ague. This 
address, titled " Strategy,  Trade, and the 
Atlant ic Al l iance ,"  began with the claim 
that "our current d i lemmas are the result 
o f  the decis ion of all our  postwar leaders 
to base security on technology ."  He con­
cl uded that the only so lution to this prob­
lem is  to make the necessary sacrifices to 
accompl ish massive conventional weap­
ons bu i ldups ,  as  i f  N ATO could,  by 
choice, substitute a conventional for a 
n uc lear strategy against the Warsaw 
Pact's array of forces . 

Kiss inger said that the U nited States 
should stop " hectoring" Europe on the 
q uest ion of the N ATO Euromissi les de­
ployment.  He insisted that the o n ly pur­
pose fo r deploying the Pershing l is and 
cruise m issi les i n  E urope was to force the 
Soviets to  attack both those missi le bases 
and U . S .  I C B M s  should they ever decide 
to attack Europe .  " I f  our European al lies 
are not persuaded by arg uments such as 
these , however, " he said, "we can deploy 
at sea the i ntermediate-range weapons 
we need for a purely A merican strategy ."  

Kissinger t hen annou nced his  ap-
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proval for the intent ions  a n d  di rect ions  
of  the M c N a mara,  B un dy,  K e n n a n ,  
S m ith  proposal to ren o u n ce fi rst u s e  o f  
nuclear weapon s .  " I  share t h e i r  o bj ective 
that the West m ust d i senthra l l  i tself of  
the not ion that  i t  can subst i t ute tech nol ­
ogy for sacr ifice a n d  destruct iveness for 
effort ," he sa id ,  but  objected t h at "a  
statemen t o f  n o  fi rst use w o u l d  leave us 
psycho logica l ly nake d . "  

Kissinger applauded President Rea­
gan's arms-con trol  message, "a  water­
shed in  the A merican domestic debate . "  
He went on t o  express a " lean ing" to­
ward the position o f  Sen . Sam N u n n ,  
namely that  the S A  L T I I  treaty negoti­
ated by J i m m y  Carter a n d  Cy V ance 
should be rati fied,  with certa i n  m o d i fi ­
catio n .  

Kissinger ins isted t h a t  East- West 
trade should  be based on " l i n kage , "  b u t  
cautioned t h a t  it wou ld  be foo l ish  t o  
thin k that  economica l ly  i so lat ing the S o ­
viet b loc co u ld  c a u s e  i t  to "cr u m b l e . "  

New Cyprus blow-up 
aimed against Turkey 

Greek Prime M in ister A n dreas Papan­
dreo u and h i s  Socia l ist  I nternat iona l  a l ­
l ies in  E u rope are del i berately revi v ing 
the cr is i s  on  Cyprus .  A n ew r o u n d  of  
hosti l i ties between Greece a n d  T u r key 
over the i s land co u ld weaken the Turkish  
govern ment,  whose mi l i tary lea ders have 
been resist ing Anglo-American pressure 
to transform their  co u n t ry into  a forward 
base for N ATO act ivit ies in the M iddle  
East . 

Washi ngton analysts ident ify Turkey 
as t he " first cho ice" of N ATO strategists  
as a "j umping-off point" for m i l i ta ry 
operat ions into  the Persi a n  G u l f. Pres­
sure on Turkey to become N ATO's 
launching pad is expected to increase 
fol lowing the recent  auth o rization by 
N ATO defense m i n i sters of the use of 
NATO stri ke fo rces a l l  over the wor ld . 

Secretary o f  State A lexander H aig,  a 
leading proponen t o f  ex t ra - E u ropean de­
ploymen t o f  N ATO, arrived i n  A n k ara 
M ay 1 3  to twist the Turks '  arms .  From 
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there, H aig wen t to  G reece .  Prior to 
H aig's  departure fro m  the U n i ted States, 
sou rces pred i cted that if the Turks 
proved uncooperat ive ,  H a ig was p re­
pared to give the Papandreo u govern­
ment in A t hens the g reen l ight to " p u t  
the screws" o n  A n kara th ro ug h  an esca­
la t ion  o f  ten s ions  w i t h  its eastern neigh­
b o r ,  us ing Cyprus .  

Si nce l ate l ast  year,  Papan d reo u has  
been s t i r r ing  up the  Cyprus q uestio n ,  a n d  
i n  so d o i n g  h as had a fal l i ng-out  with 
Cypriot  Pres ident  Spiros Kypri a n o u .  

Both Tur key a n d  Kypria n o u  h ave re­
jected the meddl i n g  of Papandreou and 
the Social ist  I nternat io na l . Taking Kyp­
r i a n o u ' s  s ide i n  the d isp ute is  the M os­
cow-backed Cypriot c o m m u n ist  party 
A K E L ;  opposi n g  him are the Cypriot 
socia l i sts ,  the Cypriot Orth odox C h urch , 
a n d  the  Democrat ic  R a l ly Party o f  the 
pro- Brit ish G l a fkos  Cleri dhes .  The 
G reek paper Eleftheros Kosmos has 
th reatened Kypri a n o u  wi th  "defeat and 
overthrow" i f he does n ' t  toe the l ine .  

T u rkey has  kept s i lent  o n  the Cyprus 
issue,  nervously h o pi n g  i t  wi l l  not  be 
drawn i n .  

Swedish industrialists 
buck the British 

"The Swedish Foreign M i ni ster's depar­
t ure fro m  neutra l i ty over the M alv inas  
threatens i m portant  Swedish  economic  
in terests in  Lat in  A mer ica  and i n  the rest 
of the deve lopi ng w o r l d , "  said an adver­
t isem ent  i n  the Swedish da i ly  Svenska 
Dagbladet d ur ing  the fi rst week in M a y .  
The a d  w as s igned b y  K n ut Fra n k born,  
chairman o f  U tvec k l a  Sverige ( " D evelop 
Sweden " ) ,  an  a ssociat ion  of m ore than 
2 50 S wedish bus i nesses . 

The L o n d o n  Guardian o f  M ay 8 took 
note of  the ad ,  q u ot i ng a spokesman for 
the bus iness group as sayi ng,  " We th i n k  
th ese i s l a n d s  be l o n g  h istorica l l y  to  A r­
gen t i n a ,  and we ca n ' t  see why Britain 
c l a i m s  them. If  the U n ited S tates h ad 
fo l lowed the M on roe Doctrine,  it would  
h a ve s ided with A rge n t i n a . "  

Briefly 
• NARASHIMHA RAO of  I nd i a  
added I nd ia ' s  n a m e  to the  l i s t  0 f 
c o u n t ri es that have backed A rgen­
tina in the M al v i n as co nflict .  C lar­
i fy ing I n di a ' s  sta n ce d u ri ng a dis­
cuss ion i n  parl iament,  the  Foreign 
M i n i s ter  dec lared that  " In d i a  rec­
ognizes the A rgen ti n i a n  sover­
eignty of the M al v i n as . "  

• DENNIS THATCH ER, M a r­
garet's husband ,  is the m ai n  stock­
ho lder i n  the  F a l k l a n d  I s lands  
Company,  according to the Ar­
gen t i n e  wee k l y  Con viccion , w hich 
is  c losely l i nked to the A rgentine 
N avy.  The  Company ho lds  64 per­
cent of the i s la n d .  Br i ta in  has re­
fused to m a k e  p u b li c  the names of 
the Company's  owners . 

• MARSHAL OGARKOV, chief 
o f  staff o f  the Soviet  U ni o n ' s  
a rmed forces , i n d icated i n  Izvestia 
May 7 the n ew q ual i ty  of attent ion  
the Soviet m i l i tary i s  pay ing  to  
Latin A m erica s i n ce the eruption 
of the M a lv inas  cris i s .  " A rgen t i n a  
i s  t h e  o bject of threats a n d  pres­
s ures , b ut [so are] M exico and 
other  countries o f  the reg i o n  w h o  
refuse t o  fo l low the aggressive p o l ­
i c y  o f  t h e  U nited States . "  

• THE ARGENTINE I n dustr ial  
U n i o n  (UIA) was abou t  to p u b l i s h  
a d o c u m e n t  cri t icizin g  the m o n e­
tarist  pol icies  o f  F in ance M i ni ster 
R oberto A leman n ,  when,  at the 
l ast m oment,  accord i n g  to the M ay 
1 2  Financial Times, U I A  pres ident  
Jacques H i rsch withdrew the d oc­
ument ,  c la iming  that  i t s  p u b l i ca­
t ion in the m i dst of  the  M a l v i n as 
cr is is was i nappr�priate .  

• A POSTER o f  I ta l i a n  Social ist  
Betti n o  Craxi was a b ig  hit  at the 
early May con venti o n  o f  the  Chris­
t ian Democrats i n  Rome, which 
saw a n  ant i -Soci a l i s t  e lected as the 
new head of the party.  The poster 
shows Craxi with his arms o u ts­
tretched in a v ictory s ig n ,  whi le  
behind h i m  h is  shadow appears 
hanging  upside d o wn-w h i ch is 
the way M ussol i n i ' s  body was dis­
played a fter his  execution .  
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Reagan ffi boxed in on 
eve of summit meetings 
by Richard Cohen, Washington Bureau Chief 

Ronald Reagan's  administration hangs by a th in  thread 
as it moves toward the decis ive m onth of  June.  The crisis 
in the M alvinas I sl an ds has served to b lackmai l  the 
President into writing off a cornerstone of h is  original  
foreign policy ,  the primacy of hemi spheric security, in  
order to protect an Anglo-American "specia l  relation­
ship" promoted by Alexander Haig, Caspar Weinberger, 
White H ouse Chief of Staff James Baker I I I ,  and Vice­
President George Bush . These British agents forced Rea­
gan on M ay 5 and 6 into two disastrous pol icy decis ions,  
decisions the President had rejected for over a year. 

On M ay 5 ,  the President was bamboozled by James 

Baker and Baker's co-conspirator David Stockman,  Di­

rector of the Office of  M anagement and Budget, into 

endorsing a "deep-cuts" b udget proposal authored l ate 

last year by W al l  Street investment houses loyal to the 

Swiss-based Bank for International  Settlements ( B I S) 

and laundered through the staff of the Senate Budget 

Committee. In accepting the plan proposed by Commit­

tee Chairman Pete Domenici ( R-N . M . ) ,  the President 

yielded to demands consistently promoted by Federal 

Reserve Board Chairman Pau l  Volcker, James Baker, 

and Stockman that he raise taxes, cut his proposed 

defense b udget, and commit pol it ical suicide by backing 

cuts in  Social  Security. 
At a crucial National Security Counci l meeting o n  

M a y  6,  the President, under pressure from Haig,  Wein­
berger , and U ndersecretary of Defense for Pol icy Fred 
I kle ,  final ly agreed to endorse a Kissingerian arms-con­
trol approach with profound impl ication s  for future 
U .S . -U .S .S .  R .  relations  and N ATO policies.  On M ay 9 ,  
speaking to the  graduating class at h i s  a lma  m ater, 
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Eureka Col lege i n  I l l inois ,  Reagan went pub lic with the 
results of the M ay 6 meeting, announcing a cal l for early 
Strategic Arms Reduction Ta lks (STA RT)-a wi l l ing­
ness to bargain  away l arge sections  of  future U .S .  stra­
tegic modernizatio n  programs on the i l lusory hope that 
the Soviets wi l l  give up what the President has  referred to 
as  "the Soviet margin of superiority ." Speaking in  vin­
tage Kiss ingerese fed to him by Haig, the President also 
urged the central ization  o f  N ATO's economic and pol i t­
ical as well  as mi l itary relations to the W arsaw Pact and 
especia l ly the Soviet U nion ,  repeating the dangerous 
anti-Third World and anti-Sovi et pressure tactics called 
for by H aig in a speech the Secretary o f  State delivered 
on Apri l  28 .  

The  B I S  and the  Brit ish considered presidential capit­
ulation on the budget and arms contro l essential  i f  they 
are to dominate the J une Versai l les economic summit  
and the June N ATO summit .  I ntell igence sources concur 
that the President is n ow strait-j acketed and will not 
present a problem for the BIS and Brit ish at either 
summit .  In addition ,  M r .  Reagan,  who will meet d uring 
June with European heads of  state and with Pope John 
Paul  I I ,  wi l l  m ake a three-day state vi sit to the U nited 
Kingdom,  where he wi l l  meet with the Royal Family and 
address the Brit ish parl iament .  

White H ouse observers emphasize the growing per­
sonal  influence of James Baker and h is  chief assistant,  
El l iot Richardson protege . Richard Darman, over the 
Pres ident's t ime: whom he sees, what he reads, and his 
state of mind .  T hey say that the Baker- Darman " behav­
ior modification" has promoted the formula that the 
President m ust  o vercome his "negative image" among 
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minorities, the poor, and, with the impl ications of  the 
May 5 budget and the horri fying M ay 7 unemployment 
figures , i ncreasingly the elderly and the working class .  In 
addition ,  they have urged the President to propiti ate the 
"growing" nuclear freeze movement . In short ,  they have 
con vinced Reagan that he is  on the verge of  serious  
poli tical tro uble, and that he m ust defend h imse lf  in 
publ ic .  As a result ,  while the Malvinas cr is is  evo lved, the 
President was dispatched to a barbecue in Tennessee, to 
open up the World's Fair in K noxvi l le, to visit a black 
fami ly in Maryland terrorized by the Klu K l ux Klan and 
to speak to school chi ldren i n  Chicago, to defend h is 
position on Social Security .  

This series of  highly defensive presidential public 
speeches, appearances, and leaked "expressions o f  presi­
dential compassion," signal that M r .  Reagan has been 
relegated to the position of publ ic  relat ions man for an 
administration whose po licies are determi ned by Brit ish 
operatives H aig, Baker, and Bush .  

The May 5 budget decis ion,  i t  should b e  noted , was 
orchestrated over a period of months by Volcker sup­
porters Baker and Stockman,  operating, as I have re­
ported , in league with the Senate Republican leadersh ip 
including Domenici ,  Senate Finance Committee Chair­
man Bob Dole (R-Kan . )  and Senate M ajority Leader 
Howard Baker ( R-Ten n . ) ,  as well as Pau l  Vo lcker and 
the Democratic leadership of Tip O'Nei l l  and Senate 
Minority Leader Robert Byrd (D-W.Va . ) .  Two m onths 
of Hi l l  maneuvering and so-cal led bipartisan bargaining 
on the FY83 budget represen ted a game rigged to force 
presidential capitu lation .  Th us the M ay 5 "deep cuts" 
proposal came from Domen ici at a Senate B udget Com­
mittee meeting that had j ust rejected Reagan's less. aus­
tere budget by a vote of 20 to O. Domenici ,  after last­
minute backroom bargaining with James Baker, Stock­
man , and Howard Baker, emerged to announce the new 
"deep cuts" plan, the proposed $95 bi l l ion in extra taxes 
through FY85,  and that the President would back it . 

On May 6,  the Presi dent took to the Rose Garden to 
publ icly and personal ly endorse the Domen ici plan . A p­
pearing with Domenici and H ouse M i nority Leader 
Robert Michel (R- I I I . ) ,  who less than a week later would 
publicly disown the same plan on the bas is  of  the polit i­
cally disastro us Social Security clauses, Mr. Reagan,  
stated, "the deficit-reduction package totaling $4 1 6  b i l ­
l ion over three years . . .  wi l l  cont inue to br ing down the 
growth in  federal spending ."  The nervous President went 
on to claim , " It should reassure fi nancial markets by 
sharply reducing projected deficits next year and be­
yond ."  

"Reassuring financial markets" and thus lowering inter­
est rates, which are running at least 1 5  percent above the 
rate of inflation, are reported to be the objective of the 
bewildered President in buying the Wall-Street concocted 
package. The President wi l l  meet at the White House 
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with U . S .  investment bankers on  May 1 3  to plead h is 
case . A White H o use source bel ieved to be James Baker 
has told the press, "we recognize that bankers have many 
reasons to feel that the current interest rates are j ustified 
and that market forces incl uding the deficits are terribly 
important to them . B ut we think  it 's  important to enlist 
their support .  If the bankers come o ut o f  the White 
H ouse on Th ursday and say the President's budget 
sho uld be passed, that's a major  step forward . "  

The swing group of conservative H ouse Democrats, 
the " Bol l  Weevi ls ,"  announced on M ay 8 that they have 
serio us problems with the proposal , whi le the l i beral 
Republ ican H o use mem bers , or "Gypsy M oths," have 
unanimously registered complaints on M ay 1 0, House 
Mino ri ty Leader M ichel announced opposition to the 
p lan . Yet from the vantage point of  the BIS ,  passage of 
the budget proposals is secondary. I t  is Reagan's  capitu­
lation which gives them "m uscle" at Versai l les . 

Foreign policy 
The Presiden t's M ay 6 acquiescence in Haig and 

company's pol icy delighted leading' spokesmen for the 
Brit ish-l in�d Tri lateral Commission s uch as executive 
board member J oseph Kraft, and M r. Reagan's M ay 9 
speech got rave reviews in the Washington Post and the 
New York Times. 

Reagan began that speech by stating unequivocal ly, 
"I believe the un ity of  the West is  the foundation for 
any s uccessfu l  relationship with the East. . . .  When the 
West has stood firm and unified, the Soviet Union has 
taken heed . "  East-West trade, former arms control 
effo rts, an d the Helsink i  accords are termed unrepeata­
ble fa i lures .  I n stead, he suggests a prudent arms bu i ld­
up and more importantly the Kissinger- Haig-Ikle fixa­
tion on putting maxim um economic and pol i tical-con­
ven tional mi l itary p ressure on the "col lapsing Soviet 
Empire. " Reagan stated , " We recognize that some of  
our  al l ies' economic requi rements are  distinct from our 
own . But  the Soviets m ust n ot have access to Western 
technologies with mi l itary applications ,  and we must 
not subsidize the Soviet economy.  The Soviet Union 
m ust make the d i fficult choices brought on by i ts  
mi l itary budgets and economic shortcomings . "  Echoing 
Haig ,  Reagan intimates that the U nited States wi l l  exert 
further pressure on Soviet surrogates or areas of per­
ceived S oviet overextension,  for the p urpose of buying 
an arms agreement that, sweetened by U . S .  commit­
ments to abi de by a pol icy of  "strategic deterrence" and 
forego large-scale strategic modernization ,  would ask 
the Soviets to give up  their first-str ike  capabi l i ty .  Thus, 
the strategic package forced upon the President on  M ay 
6 wi l l  use the hyped East-West conflict i n  order to steal 
the sovereign ty of advanced Western nations and cen­
tral ize it in a Bri tish-run NATO, unless M r. Reagan 
decisi vely changes course. 
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Ending the age of 
thermonuclear terror 

by Lyndon H .  LaRouc he . Jr. 

In a soon-to-be-released policy paper on the necessity for 
an urgent reform of the U. S. defense posture, E I R  Contrib­
uting Editor Lyndon H. LaRouche explains why the secu­
rity of the nation can no longer be premised on the viability 
of the MA D (mutually assured destruction) doctrine as a 
strategic deterrent to thermonuclear war. LaRouche pro­
poses the rapid development of a beam-weapons-based u. s. 
"anti-missile missile " system and U. S. -Soviet cooperation 
in the deployment of such anti-missile systems to ensure 
that no nation anywhere in the world can successfully 
launch a thermonuclear attack. We reprint here the open­
ing section of the policy paper. The remainder of the report, 
which will be printed by the National Democratic Policy 
Committee under the headline Only Beam-Weapons 
Could Bring to an End the Kiss ingerian Age o f  M utual  
Thermonuclear Terror: A Proposed Modern M il i tary 
Policy of the U nited States, deals with the history of beam­
weapon anti-missile systems and at length with the history 
of the republican military policy first formulated during the 
1 5th century in Renaissance Italy. 

1 .  End the age of thermonuclear terror 
It is  now approximately 30 years since the Sov iet 

U nion and U nited States, respectively, developed a 
. deployable form of  thermonuclear bomb .  It is now 
approximately a quarter-century since the l ikes of  John 
Foster Dulles and then-youthfu l  Henry A. Kissinger 
introduced to the U nited States a therm onuclear stra­
tegic policy appropriately i known by the acronym 
MA D-Mutually A ssured Destruction. 

So, for a quarter-century, the popUlation of the 
wor ld has l ived under the perpetual terror of  ever-ready 
intercontinental thermonuclear warfare. S ince the inau­
guration of President J immy Carter, and especia l ly  s ince 
the first visit of Secretary Cyrus Vance to M oscow 
thereafter, the l ikel ihood of actual intercontinental ther­
monuclear barrages has rapidly become greater than at 
any time s ince the "Cuba M issi le Crisi�" of 1 962.  

Beginning with the Watergate o uster of  President 
Richard N ixon,  and accelerating fol lowing Carter's 
inauguration, M oscow has embarked on  accelerated 
preparations for possible thermonuclear war. It h as 
been discovered recently that recent and current Soviet 
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mi l itary expenditures have been approximately 50 per­
cent or  more greater than the earlier largest estimate 
compi led by the U .S .  Central I n te l l igence Agency. 
Meanwhi le, s ince the A rthur Burns recession under 
Pres ident Gerald Ford, and accelerating under Presi­
dent Carter, there has been a col lapse of U .S .  mi litary 
capabi l ities at the same time U nited States' pol icy has 
been committed to attempts to roll back the borders of 
the Soviet bloc and even , as stated officia l  pol icy,  to 
destroy the Soviet U n ion from within through promo­
tion of  insurrections  among so-called national  minori­
ties. M eanwhile,  it  i s  rightly said by one leading Euro­
pean officia l ,  that Federal Reserve Chairman Paul  A .  
Vo lcker has been doing M oscow's work of destroying 
the mi l itary capab i li ties of the Western Al l iance. 

Beginn ing the Apri l- M ay 1 982 period,  i nto the 
schedu led European-missi les showdown with Moscow 
d uring early 1 983 ,  the world is  faced with an unprece­
dented scale and intensity of eruption of strategic hot­
spots, under condit ions Vo Icker's wrecking of  the U .S .  
economy h a s  p lunged most of  the world into the in it ial 
phase of  a new general depression .  All  of  this proceeds 
un der the in fl uence of a del usion,  recent ly echoed by 
Sen . Edward Kennedy and others ,  that the destructive 
force o f  the U .S .  strategic thermonuclear arsenal affords 
our nation adequate protect ion,  such that the other 
elements · o f  o ur national mi l itary capabi l ity can be 
perm itted to dri ft  in the direct ion of  the stone age. 

It i s  true that the consequences of  intercontinental 
thermonuclear barrages are beyond the imagination of 
most persons .  The general best estimate i s  that the first 
thermonuclear assaults upon the main land U nited 
States wi l l  k i l l  between 1 60 and 1 80 mi l lion residents 
(and un lucky visitors) .  In a study prepared for a N ATO 
government by a l eading European scientific center, it 
has been estimated that i f  on ly 10 percent of  the 
superpowers' thermonuclear arsenals were exploded, 
the long-l ived radioactive cesium produced would elim­
inate al l  higher forms of l i fe throughout this p lanet 
within two years of the barrage. 

Can this n ightm are not be ended? 
The worst feature of the Kissingeri an M A Dness 

doctrine is the fa lse assumption that the foreknown 
conseq uences o f  thermonuclear warfare are sufficient to 
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prevent any superpower from actually launching a 
general thermon uclear assault .  This obsession with 
MADness has gone so far as to foster the doctrine  that 
M oscow would to lerate a l imited , Europe-based nuclear  
assault on  R ussia i tsel f without  un leashing a general 
thermonuclear barrage aga inst the m ain land U nited 
States. 

The consequences of thermon uclear warfare are an 
awesome deterrent .  I t i s  false, to the point o f  suicidal 
absurdity ,  to ass ume that that deterrent effect i s  an 
absolute deterrent. Assuming that  the fingers on the 
superpowers' buttons are not insane ,  there is only one 
condition under which a superpower would launch a 
thermonuclear salvo against the homeland of its adversary. 
Any superpower would do so i f  it believed that fai l ure 
to launch s uch a salvo meant the assured political 
destruction of its homeland,  or if it believed the govern­
ment of the other superpower is insane enough to be 
preparing a preemptive thermonuclear ("first strike") 
barrage. 

A ny dedication by the United States, either to 
theater-l imited nuclear  warfare i n  Central Europe, or to 
"rol l ing back the Yalta-defined borders between East 
and West ," leads to the point of  no-return at which a 
general intercontinental thermonuclear war becomes, 
under present arrays o f  forces , virtually a certainty . 

I f  the govern ment of  the United States continues its 
adherence to the monetary pol icies set into motion 
August 1 97 1 ,  or,  worse, the V oIcker monetarist policies 
of  the present moment,  m ost of the world is  already 
plunging into the depths of  a new general depression 
far deeper, m ore prolonged, and qual itatively more 
devastating than the economic depression preced ing the 
war o f  1 939-45 . The open ing phase of the new depres­
sion was entered during the interval October 1 98 1 -
February 1 982 . On condition the presently increasing 
role o f  the mi l itary consol idates and strengthens the 
relati ve stabi l i ty and economic power of  the Comecon 
and Warsaw Pact, the growing economic weakness of 
the Western Al l iance nations, accentuated by erupt ions 
of  strategic "hot-spots," creates a tota l ly  u nacceptable 
strategic shift for the U nited States, a threat of  the 
pol itical subordination o f  the United States to emerging  
Moscow hegemony .  Under such condit ions ,  a lmost 
anything becomes possible. 

On condition the friends of  Walter Sheridan do not 
succeed in their present determination to oust President 
Reagan on pretext of  manufactured scandal during the 
months ahead , the Moscow-Washington confrontation-­
crisis a lmost certai n n ow for the months ahead wi l l  lead 
to new, emergency forms o f  crisis-m anagement negoti­
ations between Washington and M oscow, as both capi­
tals seek to add uce m utual ly acceptable options for 
avoiding what otherwise appears to be a certain ther­
mon uclear con frontat ion bet\y.een the two superpowers. 

In  reality, new agreements m utual ly acceptable to 
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both governments are avai lable,  agreements which in­
volve no  capitUlation by one side to the other, and 
which yet i ntroduce new i nstitutions o f  stabi l i ty into 
superpower relat ionships .  Unfortunately, especial ly un­
der the i nfluence of today's news media, there i s  usual ly 
a l arge discrepancy between real ity and the prevai l ing 
percept ions . Under present U . S .  m onetary and m i li tary 
po licies, it wi l l  be i mpossible to bring about fruitfu l  
changes i n  Soviet pol icy .  U nless the  United States 
changes drastically its present m onetary and mi l i tary 
pol icies ,  the thermon uclear catastrophe born o f  K i ssin­
gerian M A Dness threatens to become the kind of war 
no one wished to believe could actual ly happen .  

As we approach this ear ly  period of acute crisis,  i t  i s  
urgent that the government o f  t h e  United States be 
p repared to proceed from both m onetary policies and 
mi l itary pol icies fundamental ly d i fferent than the pol i­
cy-trends which have increasingly dominated our poli­
cy-making over the recent 1 5  years . I t  i s  also important 
that such pol icy-changes be discussed open ly,  within 
s ight and hearing o f  M oscow's leadersh ip .  The imme­
diate object of  such open formulat ion o f  changed 
pol icies is, that when President Reagan enters into 
c ri sis-management negotiat ions with M oscow, at the 
virtual bri n k  of  a thermonuclear confrontation ,  the 
President must have avai lable new pol icy-options,  op­
tions which Moscow's leading circles have studied ear­
l ier, and which therefore might be m ore readi ly consid­
ered by Moscow's  negotiating-teams under those con­
dit ions of cris i s .  

N o  workable solut ion to the impending cris is  can be 
achieved thro ugh the present agenda o f  SALT or 
STAR T negotiations .  M oscow' wi l l  not accept , under 
any condit ions ,  an arms agreement which i ncludes the 
emplacement of any quan tity of cruise and Pershing-II 
missi les i n  Brita in , the Federal Republic o f  Germany, 
Spain or Sici ly .  The point i s  that s uch n uclear m issi les , 
especial ly Pershing- l I s, decrease the warning-time on  
launch o f  attack on R ussia from about 25 minutes 
(presently) to as few as several m inutes. If the United 
States ins ists on deploying Pershing- l I s  in Germany, for 
example,  M oscow wi l l  retal iate by measures i ncluding 
p ro bably placing Soviet nucl ear missi les within minutes 
of the main land cities of the United States-this does 
not mean automatically the emplacement of Soviet 
miss i les in  Cuba; 20 years i n  the advancement of 
technology of strategic weaponry h ave produced a 
range o f  n ew options for such deployments. 

A part from the particular issue of Pershing-lIs, no 
mere red uction in  the size o f  thermonuclear arsenals 
wi l l  accompl ish anything of  more than cosmetic impor­
tance. Reduced arsenals would remain many times 
larger than would be required to el iminate a l l  higher 
forms of l i fe on  th is  planet .  In any case, disarmament 
and peace negotiations  were the diplomatic swindles 
preceding the last World War, together with those 
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worse-t h a n - u s u a l  " peace m ovements" w h i ch p ro l i ferat­
ed under the sponsors h ip o f  Bert ra nd R u ss e l l  a n d  
A ld o u s  H ux ley d u r i ng t h e  l ate 1 9 30s.  

In any case, the o n l y  " s i n ce re m o t i v a t i o n "  fo r 
negot ia t ing present ly  some d i sa r m a m e n t  i n  e i ther  M os­
co w o r  W a s h i ngton prese n t l y  is t he des i re to red uce t h e  
eco n o m i c  bu rden o f  m i l i t ary-expe n d i t u res b u dgets u p o n  
t h e  respect i ve n a t i o n s .  

There a re two a d d i t i o n a l ,  rel at ive l y  tec h n ica l  fl aws  
wi th  the con t i n uat ion  o f  " t h e r m o n uclear  deterrence . "  
" Fi rs t  s t r i k e,"  t h e  w i s h fu l  d octr ine  w h ich pres u m e s  t h a t  
both s i des w i l l  l i m i t  i nterco n t i nenta l  t h e r m o n uc lear  
s a l v os to enemy m iss i les  a n d  some other  p u re l y  m i l i t a ry 
targets ,  was a l ways i n tr i n s ica l l y  a b s u r d .  U nder  t h e  

Beam weapons and 
how they work 
C o n ven t i o n a l  techn o l ogies,  taking advantage of spectac­
u l a r  adva nces jn guidance and propuls ion techn ologies 
over the past fi ve years, can be used to build an "anti� 
m is s i l e  m issi le . "  According to  authoritative stud ies by 
the Los A l a m o s  Scienti fi c  Laboratory ("Ballistic M issi le 
Defense-A Qu ick- Look Assessment ," Office o f  Plan­
n i n g  and A n alys is ,  LASL-U R-80- 1 578 ,  R EV,  J u ne, 
1 980) ,  the U n ited St ates co u l d  dep loy a system of both 
l ow-a l t i tude m i ss i l es and h igher-a l t it ude i ntercepti on  

tec h n i q ues w it h i n fiv e  years ,  with s u bstantial protect ion 
avail ab le  within as l i tt l e  as  th ree years .  These systems by 
themselves a re not  s u ffic ient ,  b ut as part of  a comprehen­
s i ve defense st ra tegy they acqu ire a sign ificance and 
effect iveness that they alone l ack . 

There are fou r  mem bers o f  the family of  beam weap­
ons w h i ch can be  com bined to c re ate an effect ive ba l listic­
m i ss i l e  defen se system fo r the U n ited States. They are:  
1 )  Laser anti-missile systems. U s ing i n tense, highly fo­
c used l ight  energy prod uced by a l aser,  this beam weapon 
would use i ts abi l ity to project large energies at the speed 
of l ig h t  to b u r n  t h r o ugh an incom i ng ballistic m i ss i le .  
B o t h  l aser weapon s  stat ioned i n  space and on the  earth 
h ave been stud ied fo r app l icat ion to the destruct ion of 
I C B M s . Lasers s u c h  as  t h o se proposed fo r anti-ball ist ic 
m i ss i l e  systems have been used by the both the U nited 
S tates and the Sov iet  U n io n  to destroy a irplanes and 
h e l i co pters i n  fl i g h t ,  a n d ,  accord i ng to a uthoritative 
s o u rces, the S ov ie t  t.J n i o n  h a s  downed a ba l l ist ic missi le 
with such a lase r .  The U . S .  does n o t  even plan such a test 
fo r a n o th e r  1 8  m o n t h s .  

5 6  N at i o n a l  

co n d i t i o n s  a r at i o n a l  s uperpower w i l l  r i sk  therm o n u­
c lear  w a r fa re ,  i t  w i l l  co m m i t  fi rst s a l v o s  adeq uate to 
destroy the  i n - depth  w a r- m a k i ng poten t i a l  of the  adver­
sary power; mean i n g  t h e  c i t ies  of the adversary n a t i o n .  
N ow ,  t he be l i e f  t h a t  s u b m a ri ne- l a u nched t h e r m o n uclear  
m i ss i l es represent  an  a s s u red " seco n d  str i k e , "  ret a l i a to­
ry capa b i l i t y  is  beco m i n g a de l us i o n .  S uch s u b m ari nes 
a re t h e m se lves beco m i n g i nt r i n s i ca l ly detect a b l e  a n d  
ta rgeta b l e  a s  p a r t  o f  t he r a n g e  o f  " fi rs t  s tr i ke" t a rgets. 
S u b m ar i n e- based m i ss i l es n o  l o nger rep rese n t  an  as­
s u red "seco n d  str i ke" capab i l i ty ;  the i r  m i l i tary usefu l­
ness i s  now l i m i ted to fo rwa rd- b ased " fi rst  l a u nc h "  
cap a b i l i t ies .  

In  b r i ef, a l l  s t rateg ic-arm s- l i m i ta t i o n  d i p l o m acy i s  

2 )  Particle beam anti-missile systems. In  th i s  version 
of a beam weap o n , a h i g h  energy s tream o f atom ic or 
s ub-ato m i c  pa rt i cles i s  used to  c reate a shock-wave which 
destroy s  the target .  These p a rt i c les ,  t rave l i ng near  the 
speed o f  l ight ,  cause i n tense mech an ical  stresses and 
pu lses of  rad i a t i o n  which can d isable  a b a l l i s t ic  m i ss i le. 
Such dev ices h a ve been tested a t  S o v i et weapons labora­
to ri es on a wea p o n s  sca le ;  the U n ited States does n ot 
plan such tests for several  years .  

3 )  Electromagnetic wave beam weapons. These weap­
o ns use i nten se beam s  of m i crow aves or rad i o  w aves to 
dest roy t h e i r  target .  The i nten se heating and e lectrical 
fields caused b y  t h e  in tense rad i a t i o n  are k nown to be 
effect ive mean s for d i sa b l i n g  t h e  del i cate electro nics on a 
ba l l ist ic m i ss i l e  a s  w e l l  as fo r d is a b l i n g  t h e  sa te l l i te s  used 
to gu ide a n d  target t h e  I C B M s .  The  So vi et U nion is 
recogn ized to be  m a ny years ahead of the U ni ted States 
in the  experi m e n t a l  devel o p m e n t  of i nt e n se ,  d irected 
m icrowave s o u rces . T he extent of t h e  Soviet  dep loyment 
of  these m icrowaves is  n ot p u b l i cl y k n o w n . 

4 )  Plasma beam weapons. I t  has been k nown for 
many yea rs that  discrete p u lses o f  h igh l y  i on ized gas 
(plasm as) can be generated a n d  acce l e ra te d .  I n  a phe­
nome n o n  closely resem b l i n g  b a l l  l ightn ing ,  a self-con­
ta in ed st ruct u re o f  m ag net ic  fie ld'S a n d  ch�rged part ic les 
ca n travel long distances w i t h  l a rge a m o u n t s  o f  energy 
con ta i n ed in t he p l a s m a- fi el d  s t r u ct u re.  S t u d i es show 
th at as much as  t h e  e n e rgy  equ ivalent o f  fi ve pou nds of 
dynam ite ( 1 0  m egaj o u les)  c o u l d  be stored i n  a p l asma 
ba l l  a b o u t  one-h a l f  i nch across ,  t ravel i n g  at ve locit ies in  
excess o f  1 ,000 m i les  per  seco n d .  This  energy , in  the 
h ig h l y  concent rated fo r m  o f  a p l a s m a - fi e l d  con figura­
t i o n ,  wo u l d  c o m p l ete ly  destroy an I C B M .  The Sov iet 
U n io n  h a s  been conduct ing  act ive research on th is phe­
n o me n o n  s i n ce at  least the m i dd l e  1 95 0s a n d  has recently 
ex peri m e n ted w i t h  l arge-sca le  p l a s m a  acceleration i n  the 
a t m o s p h e re .  
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becoming useless babbl i ng, at least i nsofar as this 
diplomacy afftcts strategic mi l itary capabi l i t ies o f  the 
respective powers . 

There is no solution to the continued balance of 
thermonuclear terror which is not premised on the ability 
of at least one of the superpowers to destroy a proverbial 
"ninety-nine� and forty-four one-hundredths percent "  of 
the incoming missiles and thermonuclear-armed aircraft 
deployed against its national homeland. 

I n  principle ,  such an anti-miss i le  capabi l ity now 
exists, in  the form of what  are properly termed relativ­
istic-beam anti-missile weapons systems. We propose, we 
insist .  that the reformed military policy of the United 
States be premised upon a commitment to a "crash 
program " for developing and deploying such anti-missile 
beam- weapon systems. 

We go further. We propose that the adoption of 
such a high-technology answer to the thermon uclear 
ba lance o f  terro r become the central reference-point for 
a comprehensive reform of U n ited States m i li tary doc­
trine and organization of  the Defense Department . 

On the assumption that the Reagan admin istration 
adopts such a comprehensive reform as pol icy prior to 
impending crisis-management negotiat ions with M os­
cow, this new U . S .  mi l i tary policy can be the basis for a 
new approach to armaments negoti ation s  with the 
Soviet leadersh ip .  

Today,  a growing n umber of nat ions h ave n uclear-
. 
weapons capabi l it ies .  Rapidly,  those same nations wi l l  
acquire missi le del ivery-capabi l it ies for n uclear weap­
ons. M ost nations with an establ ished fission-weapons 
capa bi l i ty have also the poten tia l  for creat i ng thermo­
nuclear weapons systems .  Th us,  even if  the balance of 
terror between the two superpowers were regu lated, 
third powers, increasi ngly,  have the potentia l  for start­
ing a thermon uclear war which m ust more or less 
immediately embroi l  the superpowers' own thermonu­
clear arsenals .  

Under these conditions ,  the  mi l itary component o f  
Washington- M oscow negotiations must inc lude agree­
ment to rapid development of re lat ivistic-beam anti­
missi le  weapons system s by both superpowers. Two 
urgen t benefits are to be rea lized by such agreement . 
First, to the degree we create condit ions of  assured 
destruction for in tercontinental  thermon uclear weapons 
systems under war-fighting reg imes, the val ue o f  such 
thermonuclear weapons is red uced,  and then , and on ly  
under such condit ions,  both superpowers can agree to 
demobil ize such components of their respective arsenals .  
Second,  neither superpower m ust to lerate the use of  
even l imited thermonuclear warfare by  third powers. 
We must agree to shoot down thi rd-power n uclear 
weapons on lau nch by aid of  means inc luding orbit ing 
beam-weapon-armed space platforms.  

With such agreements,  t he age of mutua l  thermo­
nuclear terror is brought toward its concl usion . 
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Democratic Party 

Douglas raises storm 
in Pennsylvania 

by Mary McCourt 

The campaign for N ational  Democratic Po licy Commit­
tee backed-candidate Steven Douglas for the Democratic 
Party's gubernatorial nomination in Pennsylvania is cre­
ating an i nstitut ion to fi l l  the vacuum of leadership in 
Pennsylvania pol i tics at a t ime when the state is  facing 
the worst economic  cr i s i s  in  its h istory .  

Pennsylvania ,  the leading i ndustrial ind energy-pro­
ducing state in  the 1 9th century, was devastated by the 
G reat Depression of the 1 930s, and what remains of  its 
economy is threatened with a total shutdown in  the 
current one.  Al though Pennsylvania has been tradit ion­
al ly a Republ ican state ,  the pol icies of  the N D PC candi­
date-based on  the four-point  program o f EIR founder 
Lyndon H. LaRouche which cal ls for gold-reserve­
backed , l ong-term,  low- interest credit, infrastructure im­
provement, nuclear development,  and a vigorous cam­
paign  to stop drug traffic and use-are clearly essential 
to revers ing the depression conditions i n  the state. 

The fol l owing i s  an interview with the candidate by 
EIR's M ary McCourt .  

EIR :  What effect i s  your  campaign having on the Penn­
sylvania electorate? 
Douglas : At th is point  we have over several thousand 
campaign vo lunteers , distribut ing l i terature i n  the towns 
and neighborhoods across the state .  These people are 
farmers, mem bers of labor unions ,  smal l  businessmen, 
the tradit ional  backbone of the Democratic Party.  This 
is the biggest grassroots campaign effort that has been 
seen in the state in decades.  Tens of thousands of resi­
dents of Pennsylvania  who had been disenfranchised are 
being brought  into active pol icy-making . 

I have been very p leased with the response from 
regiona l - labor leaders . Emil  Dicimbre,  the former presi­
dent of  the B ui ld ing Trades Counci l in Beaver County ,  is 
my campaig n  manager for Beaver County,  one of the 
industria l  heart lands of Pennsylvania .  My campaign co­
ordinator for Fayette County is Tom Shetterly,  the busi-
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ness agent for the local carpenter's un ion ,  and the Vice­
Presi dent of the County Central Labor Counci l .  Disaf­
fected Democratic o ffice holders are also supporting the 
campaign .  One of  my campaign co-coordinators for 
Carbon County in northeastern Pennsylvania is Charl ie 
Moser, a former city counci lman i n  the county seat . The 
home of  every registered Democrat in  Carbon County 
wi l l  soon have received my pol i tical p latform,  and in  
most cases a personal vis it . 

EIR: What is the recent  h i story of  the Dem ocratic Party 
in  the state? 
Douglas : The Democratic Party in Pennsylvania was the 
victim of  the biggest A bscam operation i n  the country . 
Mel  Weinberg , the convicted felo n  used m ost  recently to 
frame up Sen . H arrison W il l iams of New Jersey , operat­
ed out o f  Philadelphia .  Two pro- labor Phi ladelphia 
Democrats, Reps .  Ozzie M eyers and Ray Letterer were 
forced to resign after A bscam convictions in  1 98 1 .  City 
Counci l  President G eorge Schwarz and Counci lman 
Harry Janotti were set  up i n  what Federal Judge A l di sert 
called a Gestapo entrapment operation . [see EIR. M arch 
2 , 1 982-ed . ]  

This A bscam operation was m eant t o  b e  t h e  death 
blow fol lowing 20 years of wrecking the Pennsylvania 
Democrat ic  Party. Former M ayor Frank  Rizzo ' s  ma­
chine was forced out  of  power in  Ph i ladelphia;  h i s  succes­
sor, Wil l iam Green , has been enforcing the pol icies o fthe 
Un iversity of Pennsylvania'S Wharton School for a post­
industria l  city. M i lton Shapp, the Dem ocratic Governor, 
was set up on charges of  m isuse of funds in 1 97 8 .  

EIR: H o w  has the state party leadearsh ip met this situ­
ation? 
Douglas : The state Democratic Party m ade a grave 
blunder in  endorsing a n on-candidate for governor at i ts 
state committee meeting  in H arrisburg Feb .  27 .  The 
political bankruptcy o f  the party machi ne was demon­
strated by the  refusal of  any Dem ocrat who has even 
state-wide recognit ion to run .  So the party endorsed 
A llen Erte l ,  an unknown central Pennsylvania Congress­
man,  who has defined himself  as " the i nvis ible candi­
date . "  Ertel has only been in  office since 1 976 ;  in that 
period of t ime his  on ly l egi slative in itiative has been to 
a lly with Ted Kennedy as a prime m over behind the 
airline deregulation b i l l .  

The  purp ose of  the  state party was to  minimize any 
campaign activ i ty i n  the primary , ostens ib ly to hoard the 
candidate's resources for the effort to unseat [ incumbent  
RepUblican Richard] Thornburgh .  The real purpose i s  to 
cover the fact that the Democratic Party leadership has 
abso lutely no program for deal ing with the eco nomic 
and strategic cris is  the nation i s  facing . The only thing 
the party leadersh ip seems to have learned from the 
debacle of  the 1 980 election i s  that just as people voted 
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against  Carter in  1 980, they wi l l  be voting against Thorn­
b urgh in 1 982 .  This i s  crimi nal ly inadeq uate. 

W hat I have been campaigning for i s  an open prima­
ry, where each one o f  the four Democratic candidates 
would have been forced to go out and campaig n  hard on  
the i ssues.  One long-term Democratic leader and  union 
offic ia l  from western Pennsylvania told me that my 
campaign was having an extraordinary impact�and the 
o n ly reason Ertel i s  campaig n ing at a l l  i s  that I have 
fl ushed him out o f  h id ing .  

EIR: How extensive is the economic crisis in  the state? 
Douglas : Penn sylvania has o ne of the highest unemploy­
ment rates in the country- I I  percent as of M arch . In  
the  la s t  decade, man ufacturing employment has  dropped 
20 percent statewide, 45 percent i n  Philadelph ia .  

The legis lature and the governor's administration are 
controlled by Republ icans who have enacted the worst 
aspects of "Reaganomics ," epi tomized by the "work­
fare" bill passed in  early Apri l ,  which s lashed general 
assistance by 50 percent, and req uired those cut off the 
ro l ls to work at min imum-wage jobs to receive any 

, benefits . Businesses can get up to 90 percent of their state 
taxes written o ff by hir ing wel fare recipients, and buy 
i n to other businesses with u nused tax benefits .  The Penn­
syl vania state govern ment is supporting speCUlation in 
s lave-labor projects ,  not  the rebu i lding o f the steel indus­
try. 

EIR: What has been the response of  the steel sector to 
your campaign? 
Douglas : The steel va l ley of  western Pen nsylvania is  
be ing turned into death val ley .  There has been tremen­
dous response to my proposals for rebui ld ing Pennsyl­
vania 's  steel-prod ucing capacity from workers and local 
steel un ion leaders, b ut ,  p redictably,  n othing from indus­
trial l eaders. Penn sylvania is dominated by U .S .  Steel , 
which is run by t he Morgan fi nancial i nterests .  Former 
board chairman Edgar Speer said severa' years ago that 
U .S .  Stee l  was "in the bus iness of making profits, not 
stee l . "  N ational  steel production i s  down to 49 percent o f  
capacity-that w a s  t h e  figure as o f  M ay 8 .  

O n e  o f  t h e  most important effects of my campaign 
among steelworkers, however, h as been the growing 
recognit ion that the crisis i n  American steel is  not due to 
Japanese i mports,  b ut to foreign,  i .e . ,  Brit ish post- indus­
trial ideology; that the high interest rate pol icy of Federal 
Reserve Chairman Paul Volcker i s  aimed at dismantl ing 
the capital-goods pro ducing sector o f  the economy.  

One thing steelworkers are coming to u nderstand, 
for example, is  that w ith the agricultural sector, the 
largest consumer of steel i n  the economy, suffering re­
cord rates of bankruptcies in Pennsylvania ,  d ue to Volck­
er's i nterest rates, th is  has a lot to do with the col lapse of 
steel . 
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Eye on Washington by Stanley Ezrol 

Washington is anglo­
defiled by the British 
Henry Kissinger and his protege 
Alexander H aig appeared a lmost 
sim ultaneously beh ind  podiums on 
two continents M ay I O-Henry 
Kissinger before the R oyal I nsti­
tute for I n ternational  Affairs in 
Chatham H ouse, London,  and 
Haig in  a rare appearance at the 
State Department briefing room in 
Washi ngton ,  D .C .  

H aig's purpose was to  an­
nounce h i s  profound pleasure at 
three State Department personnel  
decisions the Reagan White H o use 
had made that morning.  These were 
the prom otions of  James Buck ley 
to the newly enhanced position of 
counselor of  the Department of 
State and Richard Burt to Assistant 
Secretary for European A ffairs ,  as 
wel l as the appointment of Rear 
Adm iral Jonathan H owe to replace 
Burt as Di rector of the Bureau o f  
Pol itico- Mi l itary A ffairs .  H a i g  also 
announced h is  satisfaction with the 
as-yet- unannounced appointees to 
the posts of  U ndersecretary for 
Economic A ffairs and U ndersecre­
tary for Security Assistance, Sci­
ence, and Technology.  These ap­
po intments mark the end of a strug­
gle over the admin istrat ion's for­
eign pol icy apparatus, a struggle 
wh ich began on I nauguration Day 
with Haig's announcement that he 
would be the "vicar of foreign pol­
icy ," and has been characterized by 
Haig's euphem istic insi stence that 
foreign pol icy should be left to 
"professionals" with c lose associa­
tions to the New York Co uncil on 
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Foreign Relat ions ,  the Tri lateral 
Com mission ,  the C lub  of R ome, 
and Georgetown Un iversity 's  Cen­
ter for Strategic and I n ternational  
Studies-as opposed to "pol iti­
cians" who represent the pol icy 
viewpoint  of the e lected president.  
H aig has repeatedly referred to the 
President's i n vo l vement in  foreign 
pol icy maki ng as "this tortuous up­
heaval and confusion in foreign 
policy we go through every four 
years . " 

Howe and Burt, both graduates 
o f  the Fletcher School  of  Law and 
Diplomacy , exempl i fy the k ind  o f  
amoral ,  or rather immoral geopol­
it icians which these institutions  
specia lize in  producing .  B urt's 
prior service was with the Counci l 
on Foreign R elat ion's propaganda 
bul leti n ,  The New York Times. and 
as Ass istant Di rector o f  London's  
I n ternational  I n stitute for Strategic 
Studies,  the sister institute of 
Georgetown's  CS IS .  Howe,  l ike  
Haig and a lmost al l  o f  h i s  top aides,  
was in itiated i nto foreign pol icy 
service under N ational  Security 
A dviser Henry Kissinger and was 
then promoted to the position of 
Nationa l  Security A dviser to Vice­
President Nelson Rockefel ler .  A l ­
though James B uck ley may,  at  first 
glance, seem outside the mode o f  
t h e  foreign-po l icy professiona l ,  de­
spite h is exclusive Yale U n i versity 
Sk ul l  and Bones cult membership ,  
h i s  backgro und,  as  described in the 
M ay 4 EIR. reveals what H aig is 
actua l ly doing to the State Depart­
ment under the euphemism of 
"profess ional is m . "  B uckley, a long 
with h is  whole flaky fami ly ,  is a 
di rty trickster for the network of 
organized-crime fami l ies which the 
Brit ish R oyal Fam i ly oversees. The 
White H ouse release on  Mr.  B uck­
ley 's  promotion acknowledges h i s  
actual " di rty operations" ro le  by 
saying he wi l l  perform specia l  "sen­
sit ive" missions for the Secretary of 
State. 

Kissinger pledges U.S. to 
Her Majesty's service 
Henry Kiss inger's address to Lon­
don's  R oyal  Institute for Interna­
tional A ffai rs clarified the sign ifi­
cance of the recent changes i n  
Wash ington . K iss inger opened his  
speech by associating h i s  an d 
H aig's effo rts to "professional ize" 
the Foreign Service with the h istory 
of  the Brit ish Foreign Office, point­
ing out that the Foreign Office was 
founded to replace "politicians" 
with "professional  mach inery" to 
manage Britain ' s  newly expanded 
sphere of " foreign affairs . " 

A fter describ ing h ow,  during 
his  administrations ,  h e  turned the 
State Department and the U . S .  
Cabinet i n t o  underprivi leged and 
n ot to be trusted b ureaus of  the 
Brit ish Foreign O ffice, he mentions 
the Falkland Is lands escapade as a 
great m oment i n  that struggle 
against Americanism and proposes 
that some structure should be de­
veloped for unit ing the U nited 
States , Western Europe, and Brit­
ain firmly under the d irection of  
British methods . 

After reading the text of  Kiss in­
ger's  address, w hich i s  avai lable 
through h i s  o ffice at CS IS ,  a so urce 
in recent communicat ion with the 
Joint  Chiefs of Staff exclaimed, 
"This p rovides a l l  the evidence we 
need to take H en ry Kiss inger and 
al l  of  the smart-asses inside and 
outside the government who lost 
their dip lomatic v irginity serving 
under h i m ,  start ing with A l  Ha ig 
and then on to Larry Eagleburger, 
Jonathan H owe, Robert M ac­
Farlane, C hester Crocker, Robert 
Hormats,  Fred Bergsten , and Don 
Lesh ,  out and hang them for trea­
son . "  When I suggested that they 
must be first afforded fair  trials ,  he 
said ,  "There' l l  be p lenty o f  t ime for 
that after we o pen  the trap-doors 
under their feet and before their 
necks snap ."  
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Congressional Closeup by Barbara Dreyfuss and Susan Kokinda 

House passes emergency 
housing subsidy 
The House passed an emergency 
$ 1  bi l l ion plan M ay I I  to help 
moderate-income fami lies to pur­
chase new homes by subsidizing 4 
to 6 percent o f  the interest rate on  
new m ortgages .  Passed by a veto­
proof vote of  349 to 55, Congres­
sional proponents hope to generate 
74,000 new homes and 1 40,000 
jobs th is summer, which would 
shave one-tenth of one percent off 
the unemployment rate. 

While the rush for any remedies 
for a housing i ndustry in depres­
sion condit ions is u nderstandable,  
the subsidy is a clear congression­
al  capitulation to paying Federal 
Reserve Chairman Paul Volcker's 
"protection mo ney" on behalf  of  
the housing industry. Congres­
sional despair of ever chal lenging 
Vo lcker successful ly was clear in 
the comments of House M ajority 
Leader Jim Wright ( D-Tex . ) ,  one 
of the most adamant opponents of 
high interest rates . "There is  no 
alternative" to the subsidy, Wright 
said .  "We h ave to subsidize inter­
est rates because we can't  mandate 
that they come down ."  House M i­
nority Leader Robert M ichel (R­
I l l . )  attacked the subsidy, saying 
that "we're again locking ourselves 
into subsidies for the next five to 
seven years when we should be 
deal ing with [economic problems] 
in the next five to seven m onths ."  
M ichel , however, offered nothing 
more than the time-worn argument  
that balanci ng the  budget would 
br ing down interest rates. 

A n  attempt to finance the hous­
i ng plan by taking money from the 
synthetic fuels program,  offered by 
two Republ icans,  Tom Corcoran 
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( I I I . )  and Thomas Evans ( Del . ) ,  
was  pointed out to be deceptive 
since the synthetic fuel s  program is 
based on loan guarantees, not di­
rect spendi ng . The House wil l  next 
consider appropriating  the money 
in  a supplemental appropriation 
bil l ,  granting $3 . 5  b i l l ion' to con­
t inue the subsidy over the next 
seven years beginning Oct. I ,  1 982 .  
A s imi lar Senate proposal has al­
located $5  b i l l ion for a five-year 
progra m .  

House passes new 
reclamation bill 
The House passed H . R .5 539 on 
M ay 6 to revise federal land recla­
mation laws .  The m ajor  provis ion 
i n  the bi l l  would amend the current 
law, which has been on the books 
since 1 902 , and i ncrease the 
amount of  acreage receiv ing lower­
cost federal ly s uppl ied water from 
1 60 acres per  owner to 960  acres 
for a fami ly-farm u n it ,  encompass­
i ng 97 percent of all farms and 70 
percent of  the land · under reclama­
tion .  A ny farm over 960 acres 
would pay the ful l  cost of  water 
delivery. The vote was 228 to 1 1 7 ,  
with one abstention . 

A n  amendment offered by Rep . 
Dale K i ldee (D-M ich . )  providi ng 
that any corporat ion with 1 8  or 
m ore share-holders h olding recla­
mation land would have to pay the 
fu l l  cost of  water delivery for any 
land over 1 60 acres, passed by a 
vote of 220 to 1 60 .  Ki ldee argued 
that the federal government should 
not be subsidizing corporate giants 
such as Southern Pacific Land 
Company, a subsidiary o f  South­
ern Paci fic  Railroad ,  and various 

oi l  companies that  have large land 
holdings .  Others pointed out ,  h ow­
ever, that Congressional B udget 
Offi ce es ti ma tes expect a pal try $ 1 0  
to $ 1 2  m i l lion to be realized i n  this 
cost-recovery scheme .  Rep. David 
Emery ( R- M e. )  o ffered another 
amendment to restrict the amount 
of  acreage receiving the lower-cost 
water to 640 acres, which failed by 
vo ice vote. 

Water-related and farming or­
ganizations have been ready to ac­
cept any legis lation as preferrable 
to the 1 60-acre l imitation .  Envi­
ronmental ists and proponents of 
the "smal l  i s  beaut i fu l"  outlook 
h ave threatened m odern farming 
operations and the economies of 
scale that exist today by fight ing to 
attempt to enforce the 1 60-acre 
provision ,  a move that would turn 
modern opertions back to the " 1 60 
acres and a m ule" situation of 
1 902 .  

The Senate Energy and Natural 
Resources Committee meanwhile 
passed thei r vers ion of new recla­
mation legi s lation on April 29 with 
1 ,280 acres for a qual ified recipient 
a nd 640 acres for a l imited recipi­
ent a l lowed to receive low-cost 
water. The ful l  Senate is  expected 
to take the m atter up as early as 
the week of M ay 1 7  and the con­
fl i ct ing vers ions will go to House­
Senate conference . 

Rep. Mitchell cites 
Monroe Doctrine 
Congressman Parren J. Mi tchel l 
(D-Md . )  signed the fol lowing letter 
to President Reagan May 1 3 , and is 
circulating it among members of 
Congress: 
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"With the Falkland/Malvinas 
Is lands crisis escalating from a se­
ries of verbal threats to a succes­
sion of armed engagements, I am 
very concerned that this admin is­
trat ion may decide to provi de mi l ­
itary aid and logistical support to 
Great Britain in its undeclared war 
with Argent ina .  Such a deviation 
from the U .S . -espo used position of 
neutra lity would jeopardize U .S .  
interests an d the U.S .  comm itment 
to maintain peace in the Western 
Hemisphere. 

"Furthermore, U .S .  support for 
G reat Britain would create numer­
ous diplomatic and legal p roblems .  
By  refusing to maintai n  a neutral 
position,  the U n ited States would 
be neglecting  the historical t ies  'Ar­
gentina has establ ished with the 
Fa lk lands .  These ties, establ ished 
between 1 820 and 1 83 1 ,  were ab­
ruptly severed as the Uni ted States 
[under President Andrew Jackson­
ed . ]  forced the o riginal  A rgentine 
settlers to leave the Fal k lands .  
Conseq uently,  G reat Britai n was 
able to declare sovereignty over 
the Fa lk lands, and establ ish a per­
manent colony. 

"In addition ,  as a member of 
the Organization of American 
States , the Un ited States is  legal ly 
bound to upho ld an d protect the 
sovereignty of Argentina  should 
the Rio Treaty be invoked.  Final ly ,  
the M onroe Doctrine blatantly 
forbids European interference in 
the affairs o f  the Western Hemi­
sphere . By supporting Great Brit­
ain, the Un ited States would be 
abandoning its responsi bi lity as  a 
mem ber of the Organ ization of 
American States, while at the same 
time contraven ing the M onroe 
Doctr ine, one of the cornerstones 
of U .S .  foreign policy. 
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" I  strongly urge your adminis­
t ration to reaffi rm its neutral ist  
positi on by refusing  to provide any 
aid to G reat Britain that could be 
used against A rgent ina and her 
al l ies during this d ispute. Such a 
statement would encourage a ne­
gotiated settlement to the Falk land 
Is lands dispute, reassert a U . S .  
commitment t o  the M onroe Doc­
trine and the Organ ization of 
A merican States, an d confirm th is  
country's anathema towards co­
lonial ism ."  

Senators outline 
broad Abscam operation 
The fi rst  substantive and ful ly at­
tended meeting M ay I I  of the Sen­
ate Select Committee investigating 
Abscam reso lved to expand its in­
vest igation to cover a broad range 
of government undercover opera­
tions of  recent years . James Mc­
Cl ure (R-Id . ) ,  second-ranking Re­
publi can  on the com mittee, stated, 
" I f  we fai l  to look beyond  Abscam 
to see i f  i t  was typical or atypical ,  
we wi l l  fai l  in  our charter ."  

James Neal ,  the newly appoint­
ed counsel to the committee, p re­
sented a prel iminary out l ine of the 
tasks  before the committee at the 
meeting :  I )  what pol icies did exist 
or  now exist in the J ustice Depart­
ment govern ing such undercover 
o perations ;  2)  how do these opera­
tions sq uare with the exist ing laws 
and po licies of  the n at ion;  3 )  how 
wel l were the operations contro l led 
and carried out; and 4) what 
should be done regarding such op­
erat ions in  the future? 

Nea l  n oted that the committee 
should i nvestigate in part icular ,  
when the FBI changed its pol icies 

from its m ore tradit ional  activities 
to those of creat ing opportun ities 
o f  crime.  Com mittee Chairman 
Charles Mathias  (R-Md . )  con­
curred . 

Senator Dennis DeConcini  (0-
Ariz . )  questioned whether it  was in 
the interests of the committee to 
"loo k at a very broad scope of 
investigations  . . . . I have reserva­
tions  about us doing that here ." 
B ut Sen .  Warren Rudman (R­
N . H . )  di sagreed . " I  th ink we 
would be doing a disservice i f  we 
m ade this i nvestigation so narrow 
as to fai l  to fu l ly expose more than 
that .  We a re not rea l ly interested 
in  what happened to mem bers of  
Congress, but how the  J ustice De­
partment  does its target ing .  I thin k 
we have to answer q uest ions :  H ow 
does the Department establ ish 
probable cause or  reason to believe 
that someone should be i nvestigat­
ed, and once having made that 
decision ,  what procedures and 
controls govern the invest igat ion? 
We have to know what are the 
standards and how they were im­
plemented, an d  i f  the  standards 
used i n  Absca m  were d ifferent than 
those used in o ther i nvestigations ."  

The Vice-Chairman o f  the 
commi ttee Walter H uddleston (0-
Ken . )  added, " I  would feel very 
uncomfortable if we zero in  only 
on A bsctlm.  We are not i n  a posi ­
t ion of being concerned o n ly about 
members o f  Congress .  I th ink we 
need to do an i nventory on wheth­
er or  not innocent parties have 
been inj ured and their civi l and 
constitutional  rights vi olated ."  

The  committee decided to  man­
date the  counsel to  prepare a b road 
inventory of government under­
cover operat ions  for presentation 
to the next meet ing i n  two weeks . 
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National News 

Resolution against u.s. 
purchases of Iranian oil 
Congressman Floyd Fithi a n ,  an I n diana  
Democrat running  for the  Senate, i ntro­
d uced H o use Concurrent Reso lut ion 333 
o n  M ay 6 "express ing the sense of Con­
gress-and the outrage o f  the A m erican 
people-again st the res u m ption of  u . s .  
o i l  p urchases from I r a n . "  T h e  reso lution 
was i ntroduced a fter the federal govern­
ment p urchased 1 . 8 mil l ion  barrels of  o i l  
for t h e  Strategic Petroleum Reserve for 
$ 5 3 . 2  m i l l ion  dur ing  the week of Apri l  
24 , effectively ending the ban on oi l  im­
ports  from I ra n  i m posed when the Kho­
me i n i  regime seized U . S .  hostages .  

"It  i s  not  d ifficu lt to u n derstand why 
the revo l ut ionary I r a n i a n  government 
would want to make its peace with what 
it used to  cal l  ' the great Sata n , '  " Fithian 
charged; "the I ran ian  economy is  in  
shambles and it desperately needs foreign 
currency to support its  war effort against 
I ra q .  

"At tlie s a m e  t i m e  we a r e  tel l ing Li­
bya that its  support fo r terrorism and i ts  
co n tempt for the r u le o f  law i n  world  
affairs warrants tough eco n o m i c  sanc­
t ions ,"  Fithian said,  "we are tel l ing the 
revo l utionary Iranians that a l l  i s  forgiven 
. . .  that  i s  n o t  the message that the people 
I represent want our government to send 
to K homein i  and Qaddafi . "  

EIR seminars 
launched in New York 
A M ay 1 3  EIR semin ar o n  "The M alvi­
n as Cris is :  Strateg ic  and F i n ancial lmpl i ­
cati ons" attended by 40 people  launched 
a regu lar  series o f  EIR pol icy sem i n a rs in  
N ew York,  as  a l ready exists in  Washi ng­
t on ,  D . C .  Diplomats  from 1 9  countries 
attended, weighted toward Lat in A meri­
ca,  A frica,  Eastern E u rope, and Asia.  

Keyn ote speaker Criton Zoakos,  EIR 
Editor- in-Chief, out l ined how i nst itu­
t ions are dep loying i n  expectat ion of  a 
fi nanc ia l  co l l apse, n ot ing the hasty deci-
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s i o n  o f  t h e  N e w  Y o r k  Federal Reserve t o  
h o l d  a closed briefi n g  o n  t h e  s a m e  theme,  
at the same t ime,  as  the present  EIR 
eve n t .  Zoakos started by ask ing  for "the 
true object ive" beh i n d  Br i ta i n ' s  diplo­
m atic and m i l i tary deployment,  way out 
o f  proportion t o  the p u rported objective 
o f  the M alv inas .  H e  iden t i fied i t  in the 
transformation of N ATO fo r m i l i tary 
operations  i n  the deve loping sector ,  and 
the related goal  set  by the Ban k for I n ter­
nation a l  Settlements ,  of t u r n i n g  L DC 
governments into debt-col lect ing agen­
cies .  

Zoakos posed the strategic necessity 
fo r other n at ions  to assess accurately the 
British grip o n  W a s h i ngton and act to 
break i t .  

EIR Eco n o mics E d i t o r  D a v i d  G o l d­
m a n  reported , fro m  the perspective of h i s  
j ust-ended to u r  o f  Europe,  o n  the scope 
o f  the potent ia l  fi n ancia l  b low-out .  EIR 
Latin America Edito r  Den n is  S m a l l  
showed, co u n try- by-cou ntry,  how t h e  
U n ited States  h as su rp assed even J i m m y  
Carter i n  w rec k i ng U . S . rel at ions w i t h  
L a t i n  A m erica .  T h e  p a n e l  answered 
q uest ions  for another h o u r  a fter the  
speeches.  

Allen says Malvinas will 
hurt inter-American ties 
R ichard A l l en ,  the former nat iona l  sec'u­
rity adviser t o  the Reagan a d m i n istra­
tio n ,  said May 1 3  that the con flict over 
the M alv inas  I s lands  has  "profo u n d  and 
long- last ing i mpl icat ions  fo r U . S . - Latin 
A merican rela t ions"  which co u ld  dam­
age U . S .  n at iona l  i n terests .  A l len to ld  a 
reporter that  "The Reagan a d m i n istra­
t ion's  emphasis  on hemisp heric relat ion­
ships was one o f  the  m o st i m portant  and 
posit ive aspects o f  i t s  foreign pol icy ,"  but  
that the current  cr is is  co u l d  u n d o  every­
t h i ng the a d m i n istrat ion has so far ac­
complished with  its southern neighbors .  

A l len also sa id  that  H e n ry K i ss inger' s 
speech M ay 1 0  to the Royal  I n st i t u te of 
I nternat ional  A ffairs boast ing how h e  
subordin ated the U . S .  State Department  
to the dictates o f  the  Br i t i sh  Foreign 
O ffice, is being widely p l ayed up i n  the 

A rgent ine press .  " A  fr iend of  m i n e  from 
A rgent ina  ca l led  me today and read me 
some qu otes from the speech in  Spanish 
fro m  the newspapers .  I f  anyone thinks 
that he can gi ve a speech i n  so me remote 
part o f  the g lobe [London-ed . ]  and that 
it  wo n ' t  be heard in other p l aces, this 
s h o u ld show how wrong they a re . "  

New Y ork City verging 
on new budget crisis 
N ew Y o r k  C ity is  faci n g  a new round of 
cr ippl ing work-force reduct ions  and 
b u dget cuts  i n  the fi scal year beg inn ing 
in J u l y ,  wi th  educat ion to bear the brunt 
o f  the austerity . M ayor Edward Koch's  
$ 1 5 . 5  b i l l i o n  b u dget has  at  least a $520 
m i l l i o n  defic it ,  and i t  i s  u n l i kely that the 
state legis lature wi l l  approve a combi na­
tion of new taxes and increased state aid 
i n  this election yea r .  

The state' s extra-legal F i n ancial  Con­
trol  Board , w h i ch h a s  oversight j u risdic­
tion over the city' s fi n a n ces, i s  for the 
fi rst t ime threate n i n g  to  veto the budget 
if K o ch does not m a k e  sufficient cut­
backs . 

Fran k M acch iaro la ,  the city's super­
i ntendent of  schools ,  est i mates that the 
fa i l ure o f  the state to p rovide $ 1 2 5 m i l­
l i o n  i n  i ncreased ed ucat ion  a id ,  p lus  the 
loss of $ 1 56 m i l l i o n  in federal funds ,  wil l  
res u l t  in 4 ,448 teacher l ayoffs , or  four per 
sch o o l ,  and the term i n at ion  o f  m any 
school  program s .  If M acchiarola  fo l lows 
through on h i s  th reat to sue the city, 
K och might well respo nd by fi r ing po­
l i ce ,  fi re,  and other vital  personnel .  

Koch to  introduce 
work camps in New York 
N ew Y o r k  C ity M ayor Edward Koch has  
a n n o u nced t h at in  August h is  adminis­
trat ion w i l l  begin sett ing  up work camps 
for " q ua l i ty o f  l i fe" o ffen ders.  

W i t \1 i n  o ne year,  the  camps wi l l  ho use 
1 23 prisoners o n  H a rt and R ikers Is­
lands ,  which  co u l d  then be qu ick ly  ex-
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I' panded to 700 or more,  and recycle tens 

o f  thousands.  "Quality o f  l ife" offenders 
are those sentenced for up to 1 5  days, and 
range from th ree-card monte players to 
traffic l ight violato rs . 

According to the Criminal  Justice 
Co-ordinating Department,  the ult imate 
goal i s  to  include virtual ly a l l  prisoners 
in  city prisons who are not violent crimi­
nals ,  and have them work i n  c i ty  jobs .  
Th is would  be coordinated wi th  an ex­
panded program of the State Depart­
ment of Corrections to h ave longer-term 
felons engage in  p u bl ic works and m u­
n icipal jobs throughout the state-fol­
lowing the planned elect ion this  fal l  o f  
Koch as Govern or.  

The creation o f  work cam ps in New 
York City and State i s  the prel ude for 
forced labor to replace government 
workers. It represents the next step in the 
city's austerity plan , introduced in 1 975 
under Felix Rohatyn's M unicipal Assist­
ance Corporation ( Big MAC) .  Workers 
in  these camps would be given "i ncentive 
pay" o f  50  cents an hour, at a t ime when 
the city and state budgets are being drast­
ically slashed. 

Rickover disappoints 
nuclear-freeze advocates 
Admira l  Hyman Rickover, the founder 
of  the U.S. nuclear navy and one o f  the 
in itiators of  civil ian n uclear reactors, de­
l ivered a statement M a y  9 to an audience 
of New York's anglophile el ite gathered 
at the Cathedral of St .  John the Divine.  

The 82"year-o ld admiral  had ex­
pressed some pro-d isarmament senti­
ments when he was fired last Jan uary .  
However, in  h i s  speech at  t h e  cathed ral ,  
h e  disappointed h i s  pro-n uclear freeze 
a udience by refusing to address the issue 
of  "the n uclear debate . "  I n stead, he 
spoke to "the un derm ining of  the m oral 
purpose of  the A merican republic (a de­
teriorat ion many of those in the audience 
had been responsible for) which has 
forced i t  into the present economic and 
strategic crisi s .  

" T o  w o r k ,  t o  create, to excel , i s  the 
human purpose i n  l i fe ,"  he stated . " R e-. 
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sponsibi l i ty i s  t h e  principle wh ich forces 
a man to become involved.  Too many 
people abrogate their  own responsi bi l ity 
for even ts by subo rdinating themselves 
to i nstitutions . . . .  

" Ignorance i s  the source of  most o f  
our  national misfo rtunes . . . .  We m ust 
develop the powers of  language and 
thought o f  o ur population ,  and the writ­
ten word is the way to advance both . . . .  

" We are l ivi ng on the accu m ulated 
moral capital of previous 
generations  . . . .  I believe that i t  i s  the 
d uty of  each o f  us to aCt  as i f  the fate of  
the whold world depended on us alone. " 

Rick over refused to sit  on a panel 
with M o rehead Ken nedy and other 
"peace m ovement" advocates , and left 
the cathedral after delivering his speech . 

Justice Department target 
wins election by landslide 
Will iam M usto,  the Democratic M ayor 
o f  Union City , N ew Jersey, was reelected 
in a landsl ide May I I , one d ay after being 
sentenced to seven years in  prison after a 
J ustice Department frame-up.  M usto is  
one of the last  long-time pol itical ma­
chine leaders in N ew Jersey . 

The J ustice Department o peration i n  
N e w  Jersey h a s  been totally enmeshed 
with Resorts I n ternational ,  M eyer Lan­
sky and Davi d R ockefeller's casino con­
gl omerate. In 1 965,  two c urrent New 
Jersey federal judges, H erbert Stern and 
F rederick Lacey , were deployed by the 
DOJ as U . S .  A ttorneys to i nvestigate and 
prosecute poli tical corruption and white­
collar crim e  in the state. 

Stern 's  immediate superiors at the 
time, Robert Peloquin and Wil liam H un­
dfey, have since left the d epartment,  t o  
w o r k  d irectly for Resorts I nternational  
as legal  consu ltants under a $1  m i ll ion  
contract . 

M usto has been a leader in Union 
City polit ics since 1 946 . He has a strong 
reco rd of  opposing drug use and traffick­
ing,  and has been effective in keeping 
m u nicipal services and education func­
tioning in  the ci ty, in the face of  ind ustrial 
col lapse. 

Briefly 

• THE SOCIETY for I nterna­
t ional  Development,  an organiza­
tion co m m itted to zero growth , is 
hoping to get President Reagan 
and Mexican President Lopez Por­
t i l lo to speak at its Ju ly  1 8-22 Bal­
t imore con ference on "The 
Emergi ng G l obal  Vi l lage . "  Ap­
pearing at the event are Club of 
Rome Chairm a n ,  A urelio Peccei , 
the British Colonial  Office's Dud­
l ey Sears, the Counci l  o n  Foreign 
Relations'  James Grant,  who is 
also Chairman of the S I D ,  and 
Club o f  Rome member Elisabeth 
M a n n  B orghese. 

• GEN. J OHN W. V ESSEY, 

President Reagan's  .unan imously 
approved nominee for Chairman 
o f  the Joint  Chiefs o f  Staff, told the 
Senate A rmed Services Committee 
M ay I I  that he did not believe the 
U . S .  should get m i l itarily involved 
i n  the Falklands war.  

• SUN MYUNG MOON is  sup­
plying the funds and the core per­
sonnel to set up the Washington 
Times. K atherine Graham's 
Washington Post h as expressed 
outrage at  the appea rance o f  i ts  
new competitor .  A pparently M rs .  
Graham believes that  Washington 
is  only big enough for one cult .  

• ALEXANDER HAIG'S 
speeches around the nation's  capi­
ta l currently remi n d  many pol itical 
veterans here of  former President 
J i m m y  Carter. Since i t  i s  i l legal to 
laugh within 1 00 meters of General 
H aig, many pol i tical veterans are 
relieving their  tension with Carter 
j o kes .  

• LAWRENCE Eagleburger 
has borrowed a special  task 
force fro m  the F B I ,  to attempt to 
discover who arranged s imul ta ne­
ous English trans lations for Wash­
i ngton j o urnal ists  at  a May 1 3  
press conference addressed b y  Sec­
retary of State Haig.  
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Editorial 

The Machiavellian imperative 
The Argentines would do well to look closely at the 
developments in the Iran-Iraq war. Both Iraq and 
Argentina were goaded to act by the intolerable polit­
ical-military behavior of the , British oligarchy. In 
Iraq's case, it was by the surrogate hordes of British 
asset Khomeini; in Argentina's ,  it was, of course, the 
beast itself. 

The Iraqis started their war with moral purpose 
and a hefty local military superiority, initially racking 
up some brilliant tactical successes . But, j ust as they 
were positioned for a drive that could have ultimately 
annihilated Iran's military power and toppled the 
Khomeini dictatorship , the Iraqis stopped their armor 
to entrench around the territory they had occupied . 
The Iraqis had fallen prey to the longtime British 
philosophy of "cabinet warfare" : the belief that war­
fighting is fundamentally not military but psycholog­
ical, and can be accomplished by a combination of 
"public opinion ," trickery, and diplomatic waiting 
games . 

In this way, the I raqis gave the Khomeini dictator­
ship the time to further brainwash its subjects, who 
are now sorely pressuring Iraqi positions through 
suicidal "human-wave" attacks . Both sides are now 
sustaining, and can further expect, massive losses­
losses far greater, perhaps, than if the Iraqis had 
driven on to Teheran and ended the war. 

Cabinet warfare is  an old game. America had a 
taste of it during the Revolutionary War, when the 
British oligarchs sent gorgeously dressed soldiers to 
put down the rebellion . The theory went that the 
British troops, firing in perfect unison from parade­
ground formations, would cow the American "rab­
ble" by their utter discipline. Such was the belief that 
the British leaders felt it unnecessary to equip their 
soldiers' rifles with sights for aiming . 

The American citizen-militias, equipped with long 
rifles, m ade short work of these superprofessionals in 
most engagements. 

Argentine militar.y planners-and their U . S .  col­
leagues-would also do very well to look at the foun­
dations of that historic defeat for the British oligarchy . 
The U .S .  citizen militia was founded by men who had 
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all studied the works of the Renaissance Florentine 
Niccolo Machiavelli . 

Although he is much-maligned today (like his and 
Leonardo da Vinci's  protege, Cesare Borgia), the 
Foundi ng Fathers correctly saw Machiavelli as the 
first theorist of how a republic must fight a war, and 
they made his ideas about the militia standard U . S .  
military policy . They also recognized, li ke M achiavel­
li, that in dealing with oligarchies one must never be 
sucked into "public opinion" games . 

War is cruel by definition, stressed Machiavelli , so 
it is the responsibility of military leaders to make it as 
merci fully quick as possible. M achiavelli made the 
distinction:  cruelties "well-committed . . .  are those 
perpetuated once for the need of securing one's self, 
and which afterwards are not persisted in, but are 
exchanged fo r measures as useful to the subjects as 
possible. Cruelties i ll-committed are those which . . .  
increase rather than d1minish with time . . . .  Cesare 
Borgia," noted M achiavelli, "was considered cruel 
but his cruelty brought order to the Romagna, united 
it. . . .  He was really much more merciful than the 
Florentine people, who, to avoid the name of cruelty, 
allowed [the town o f]  Pistoia to be destroyed ."  

Warfighting means throwing the resources of  the 
whole society- hence Machiavelli's demand for a uni- I 
versally trained citizenry-with maximum force at the 
enemy's ability to wage war. Diplomatic parlor games 
are worthless with an oligarchy: "It is impossible to 
satisfy the nobility by fair dealing . . .  whereas it is 
very easy to satisfy the mass of the people in this way . 
For the aim of the people is more honest than that of  
the  nobility , the latter desiring to  oppress . . . .  " 

The Argentines have an excellent opportunity to 
strike before the British forces increase-ensuring 
greater casualties . They should examine the case of 
Venice, Machiaveili 's most hated enemy and the oli­
garchical power which, to this day, is allied with the 
British R oyal Family. "Venice," Machiavelli stated, 
"having obtained possession of a great part of Italy, 
and most of it not by war, but by means o f  money and 
fraud, when occasi on came for her to give proof of her 
strength , she lost everything in a single battle." 
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Franklin House Publishers present: 

Lyndon LaRouche 
the 

STRATEGIC STUDIES 

SERIES 

All seven volumes for only $ 25 

o The Power of Reason: A Kind of Autobiog­
raphy, $2 .95 .  Lyndon LaRouche discusses his life 
and philosophy. 

o How to Defeat Liberalism and William F. 
Buckley, $3 . 95 .  Rebuilding the American System 
through a labor / farmer / industrialist alliance . 

o Will the Soviets Rule in the 1980s?, $3 . 95 .  
The precipitous state o f  U . S . - U. S . S . R .  relations 
- essential background to the Polish crisis . 

o What Every Conservative Should Know 
About Communism , $3 . 95 .  The idols of Fried­
manite "conservatism ," Jefferson and Adam Smith , 
exposed as free-trade anarchists. 

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

o I have ordered single copies as indicate d .  

o P�ase send m e  the Benjamin Franklin book catalogue . 

Enclosed $ ____ _ 

MasterCharge / Visa # ___________ _ 

Expiration Date ______ _ 

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

o Basic Economics for Conservative Dem­
ocrats, $3 . 95.  How to end the depression : the 
economics of capital formation .  

o Why Revival of "SALT" Won't Stop War, 
$3 . 95 .  The causes - and prevention - of World 
War I I I . 

o 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 $l .50 postage per book. Postage included in Special Offer.)  
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