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Outlook for (J.S.-Japan Economic Relations 
Detailed analysis of why U.S . .Japan economic frictions 
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views on U.S.-Japan relations with leading Reagan ad­
ministration officials. $250. 

4. Mexico After the Devaluation 
One of the most-discussed documents circulating in 
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From the Managing Editor 

Egypt's future is the subject of this week's Special Report; it is 
worth a look at its past. 

The locus of many of the greatest scientific and technological 
achievements of the ancient world-as Edgar Allan Poe pointed 
out-Egypt once more, after the American Revolution, began to 
modernize and industrialize, aided by Europe's Ecole Poly technique 
faction, which revived the development program for Egypt drafted 
by the great Wilhelm Gottfried Leibniz in the 17th century. Then 
came the British, who turned the Suez Canal into their geopolitical 
instrument, enforced primitive production modes on their subjects, 
and looted the country of national-investment potential through im­
posing and collecting a vast debt. The Alexandrian cultists and crim­
inals were accorded full liberties decade after decade until the advent 
of Colonel Nasser; the current efforts of President Mubarak to rebuild 
his nation pose a policy question to the OECD nations. 

France has begun to respond affirmatively to Mubarak's efforts, 
as we report in this week's International section. Will the Reagan 
administration defend the "Open Door" policy created by Henry 
Kissinger, whose free markets are narcotics and flight-capital mar­
kets, or will Washington repudiate the State Department's depopu­
lation effort and contribute to making a vital ally a strong one? 

As for the condition of the United States itself, the second part , 
of EIR founder Lyndon H. LaRouche, Jr. 's document on economic 
shock waves, which appears in the Economics section, outlines how 
a NASA-modeled effort to develop anti-ballistic-missile beam­
weapons technologies over the next 20 years will transform civilian . J",. 
productivity. That "shock-wave effect" in tum will provide the ad.., 
vanced industrial capacity, skilled manpower, and moral commit­
ment required for reconstructing the post-colonial world, as La­
Rouche and Dr. Edward Teller have counseled. The alternative is 
not the status quo, awful as that is: the alternative is to leave both 
North and South prey to the collapse of civilization itself. 
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New tremors in the 
underground economy 
by David Goldman, Ec'onomics Editor 

How useful are discussions of the international markets which 
do not take into account a flowthrough of perhaps $400 billion 
in illegal or quasi-legal funds? The "slow-motion collapse" 
of the Eurodollar market in progress since the second quarter 
of 1 982 ,  when the interbank market contracted for the first 
time since 1 974, appears sufficient to account for the current 
problems of the "offshore" banking centers . The Cayman 
Islands, Panama, the Bahamas, the Netherlands Antilles, 
Liechtenstein, Luxembourg, Hong Kong, and Singapore 
handle over $200 billion of the $ 1 - . 8  trillion Eurodollar mar­
ket . But the May failure of the Banco Ambrosiano ' s  Lux­
embourg branch, followed shortly by the failure of its Ba­
hamian subsidiary, and the failure of the parent bank to meet 
about $500 million in obligations to other banks , brought up 
a problem that has since become the staple diet of central­
bank discussions: no central bank is responsible for the off­
shore centers . 

In the case of Hong Kong, whose banking problems came 
to light in November, no central bank exists, only the Hong­
kong and Shanghai Bank, the century-old mistress of the Far 
Eastern narcotics traffic, which issues most of the colony ' s  
currency . The "HongShang" i s  now i n  the uncomfortable 
position of lender of last resort for the more than 200 "De­
posit-Taking Corporations," at least 30 of which are at the 
point of failure due to the bursting of Hong Kong ' s  real estate 
investment bubble . Anticipating trouble, HongShang began 
moving as much of its po�folio as possible into highly-liquid 

. instruments as early as last spring; the extent to which it is 
experiencing funding difficulties now is not known. Some 
Bank of England specialists are already predicting that it will 
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fail-an event which would not only terminate the Hong 
Kong banking center, but dynamite the Dubai off-shore mar­
ket, where HongShang ' s  subsidiary, the British Bank of the 
Middle East, is the dominant banking presence . 

Indeed, some specialists see a connection between the 
perilous status of Hong Kong, and the collapse of the $92 
billion Kuwait stock market during the final week of N ovem­
ber. The Kuwaiti exchange, on which equities were traded 
on the presentation of checks postdated in some cases for 
years, was long due for big trouble; but it is ventured by some, 
observers that HongShang was compelled to draw on the 
resources of its Mideast subsidiary, and triggered a result that 
was long in the making in any event . 

For that matter, the 40 percent devaluation of the Uru­
guayan peso Nov . 28 , and the collapse of Venezuela ' s  largest 
bank, the B anco de Trabajadores Nov . 25 , suggest a basic 
change in the nature of the flight-capital flows that have 
dominated Ibero-American finance for the past two years . 
During 1 979,  Uruguay built up over $7 billion in foreign 
bank accounts, largely due to flight capital from Argentina; 
during the same period, Venezuelan banks became recipients 
(both in Caracas and Miami) of funds derived from the Co­
lombian and other narcotics traffic, as the principal way­
station for illicit funds leaving the continent. American intel­
ligence specialists attribute both the Uruguayan and Vene­
zuelan problems to a change in the pattern of flight capital ; 
as everywhere, they believe , funds are departing the offshore 
centers, unprotected as they are with respect to central-bank 
safety nets, for safer havens, principally the U ,S . itself. 

This is not merely true in the Mideast, East Asia, and 
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Latin America. Last week the Stuttgarter Landesbank closed 
its Luxembourg office , the first substantial West German 
bank to do so, although the Germans had done very little 
business through Luxembourg since the failure of the Am-
brosiano branch there last May . ' 

"' 

Narcotics and offshore banking 
On Oct . 3 1 ,  1 978 ,  EIR described what was then a $200 

billion annual retail business in narcotics of all types;  EIR' s  
story ultimately became part o f  the 1 978 bestseller, Dope, 

Inc . Conservatively estimated , total narcotics revenues today 
flowing back into the offshore markets exceed $ 1 50 billion; 
to this figure must be added about $ 100 billion of annual 
flight capital (evasion of tax and currency laws) , as well as 
perhaps $30 billion in illicit arms traffic , and various other 
categories of contraband-related funds . The cash flow of the 
subterranean economy via the offshore markets is in the order 
of $400 billion per year; how much of this remains in the 
market ' s  deposit base , and how much pauses briefly before 
finding its way back to "laundered" investments inside var­
ious national economies , is difficult to estimate . 

Nonetheless , a very large portion of this multi-hundred­
billion dollar flow must remain in the market ' s  deposit base , 
because the simplest means of disguising illegal funds is also 
the most commonly used: offshore banks will accept secret 
deposits from individuals who wish to evade tax or other 
laws,  and "lend" the same funds back to the depositors . Most 
of the hotels on the Mediterranean were built in this fashion , 
for example . This procedure requires that funds earned or 
sequestered illegally be kept on deposit in the offshore cen­
ters . The late Banco Ambrosiano specialized in such "loans ,"  
on behalf of  the Italian Mafia. 

Major shifts in the flow of illicit funds will , therefore , 
have a major impact on the liquidity of the off-shore centers . 
It appears impossible to understand the present events in 
Hong Kong without taking into account the glut of opium and 
heroin that began with the Spring opium harvest in the "Gold­
en Triangle" of Burma, Thailand , and Laos . According to 
the Feb . 26, 1 982,  Neue Zurcher Zeitung, the 600 to 700 ton 
harvest of raw opium brought prices for a kilogram of raw 
opium down from $400 in 1 980 (when the Golden Triangle 
harvest was only 200 tons) to only $80 . As the authoritative 
Swiss newspaper pointed out , the February price for refined 
heroin in New York did not yet reflect the price drop at the 
base; however, it appears that a substantial price drop oc­
curred in Western Europe over the summer , which has since 
affected the entire advanced sector. 

To attribute the liquidity problems of the Hong Kong 
property market, however, to the global reduction in heroin 
revenues ,  would be too simple , even though Hong Kong is 
(as Hong Kong authorities admitted brazenly last month to 
visiting Attorney General William French Smith) the princi­
pal laundromat for narcotics funds . Said the London Econo­

mist Nov. 1 3 ,  "Singapore and Hongkong are . . .  not merely 
convenient staging posts in a 24-hour market. They also 
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launder money from the opium growers and the pirates who 
have prosp�red in the region for centuries . "  

The China connection 
The property market bust began formally when Mrs . 

Thatcher, the British prime minister, failed during her late­
September visit to China to win any assurance that China 
would renew Britain' s  lease on Hong Kong when it expires 
in 1 997 . A symbolic , but important indication of China' s  
tough attitude towards Britain was the fact that HongShang' s  
deputy chairman, shipowner Sir Y. K .  Pao , appeared in 
Peking , not as a member of the British delegation , as expect­
ed, but as a member of the Chinese welcoming party . In 
effect ,  the Chinese decided to shake out the property market; 
British sources grumble that they are prepared to buy out 
whatever property comes onto the market at a reduced price . 

S ince the volume of opium production each year is well­
planned in anticipation of the succeeding year ' s  demand , it 
may be assumed that the Chao Chou Chinese expatriates who 
control the Triangle opium fields arranged the glut in the first 
place . They must have done so in full knowledge that the 
relatively newer source of Western opium, the "Golden Cres­
cent" of Pakistan , Afghanistan and Iran , was already produc­
ing sufficient dope to meet the entire industrial world de­
mand . As Dope, Inc. showed, the Chinese tum over to the 
Hongkong and Shanghai B ank and other British entities per­
haps 60 percent of the profit potential of opium production­
at least as of about 1 980--in return for access to Western 
markets . But the new generation of expatriate Chinese busi­
nesses , the 50 leading families with assets of $500 million to 
$ 1  billion each , no longer need the British tie , and are press­
ing hard for the senior partnership . Under conditions of world 
financial crisi s ,  they are better situated to withstand a price 
war than their erstwhile B ritish partners . 

In summary , this is the Chinese bid for power, as it has 
been reconstructed-in part-by their British competition . 
But the deeper significance of these developments is shown 
better in the ongoing Italian mass arrests (see International) ,  
which effectively ended the ring which controlled heroin 
from the Golden Crescent coming to the West . Both the 
financial crisis , and the new "war on drugs" of the Reagan 
administration and several European governments , have 
shattered the old structure of what EIR called "Dope , Inc . "  
in 1 978 . 

There is a "crisis within the crisis": internecine warfare 
among the networks which , over the postwar period , collab­
orated to tum the offshore financial markets into the center 
for an illegal money traffic that challenges the banking sys­
tems of all major countries .  Hard times mean less honor 
among thieves:  witness the reported 700 murders on the Eu­
ropean masonic circuit in the past year, including the grisly .. 
death of Banco Ambrosiano Chairman Robert Calvi under 
Blackfriars Bridge . The old snake must change its skin , along 
with its changing habitats . And the most propitious moment 
to kill it is while it is mOUlting . 
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part II: What are 
economic shock waves? 

by Lyndon H. LaRouche, Jr. 

In part I of this article, Lyndon LaRouche explained how his 
scientific predecessors-including Philo of Alexandria, Ni­

cholas ofCusa, Georg Cantor, and Leonardo da Vinci, es­

tablished a rigorous basis for political economy in their in­

vestigations of the laws of the physical universe . Given spe­

cial emphasis in this "demystifir:ation" of the workings of the 

LaRouche-Riemann econometric model-whose perform­

ance for the past two years has put other forecasting services, 

including Chase Econometrics, Wharton, and Data Re­

sources to shame-was the application of 19th-century math­

ematical physicist BernhardRiemann' s theory of shock-wave 

generation to economic processes . Now, we resume our sum­

mary presentation of the potential function employed in the 

LaRouche-Riemann method. 

Thermodynamic potential 
The first estimation of potential relative population-den­

sity is simply geometrical: the potential number of persons 
sustained per unit of habitable area by means of the nature­
altering activity of the inhabitants . 

Our first analysis of the function F(P) correlates:  increas­
es in potential per-capita with ordered changes in both the 
division of labor within society , and in shifts in demographic 
characteristics of the whole population from which the labor­
force is drawn . 

These changes correlate with what is observed in first­
approximation as an increase of the energy-flux-density of 
society'S activity . In first approximation , we observe that 
increases in potential correlate with long-wave increases in 
the number of useful kilowatt-hours of annual energy­
throughput, both per square-kilometer of habitable land and 
per individual inhabiting that land . 

The correlation of these changes in energy-flux-density 
with changes in proportionalities in demographics and divi­
sion within the labor-force, subsumed under the requirement 
of increasing per-capita potential , implicitly requires a 
thermohydrodynamic function .  

I n  this form o f  the function, w e  are determining economic 
value in terms of a generalized statement about the physical 
space in which successful reproduction of society is occur­
ring. Economic value, per-capita potential, is defined as in-
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creasing society ' s  growth-potential within such a generalized 
physical space . 

In other words , rather than viewing an economy mistak­
enly, in terms of money producing money, or goods produc­
ing goods, we determine the potential to produce useful goods 
as a subsumed , secondary calculation , derived as a by-prod­
uct from primary knowledge of transformations in general­
ized per-capita potential . 

This was already the implicit standpoint of U. S. Treasury 
Secretary Alexander Hamilton in his December 1 79 1  Report 

to the U.S. Congress On The Subject of Manufactures . Ham-
,ilton showed that the unique source of human wealth was 
technologically driven advances in the productive powers of 
labor. Per-capita potential is but the implied , more rigorous 
way of defining increases in the productive powers of labor. 

In respect to demographics ,  advances in the mental power 
for labor by members of society requires advances in educa­
tion of the young and cultural generally. This requires , in 
tum, a reduction of the death and crippling-illness rate , an 
increase in longevity . For example , a modem economy can 
not be sustained without a significant rate of growth in the 
number of members of the labor-force, and also a modal 
longevity extended into the upper range of between 80 and 
90 years of age. 

Parenthetical ly,  apart from rentier-financier looting of 
pension funds and related monetary and cost-inflation , the. 
source of the problem of meeting of the costs of the 65-85 
age-range sector of populations of industrialized (and post­
industrialized) nations is principaJIy twofold. First, the rate 
of growth of the labor-force age-intervaJ ' s  population-seg­
ment is too small ,  thus increasing the ratio of per-capita 
retirement-costs to per-capita producing labor-force. Sec­
ond , insufficient support for clinical treatment and research 
into the general problem of degenerative disease fosters im­
pairment of functional capacity within the 55-85 age-range 
groups of the population, preventing society from enjoying 
the voluntary contributions of members of that age-interval . 

Emerging pOlicies , which are economically incompetent , 
as well as immoral , promote reduction of medical care for 
victims of costly diseases in the above-55 age-brackets . The 
trusty night-nurse with the euthanasiac pillow is emerging as 
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the heroine of the insurance-company accountants and actu­
aries: "passive help in dying" is rapidly being superseded 
by a policy of "active help to die," a poor sort of euphemistic 
disguises for the plainer term, "murder" of the sick. 

Heretofore, proper measurement of statistics on degen­
erative disease, such as cancer, shows that improved stand­
ards of living under industrial society's conditions have, up 
until recently, reduced the incidence of cancer and related 
kinds of degenerative disease. Since degenerative disease is 
principally a disease of aging, by its nature, we must measure 
the incidence of degenerative disease by age-group intervals. 
If the number of cancer-cases has appeared to increase, this 
is chiefly because more p,eople are living long enough to incur 
an increased risk of such disease. 

It is morally intolerable that society should content itself 
with an arrangement, by which increasing portions of its 
aging population are classed implicitly as useless. It is also 
economic imbecility. Our objective should be to remove 
juridical, customary, and medical barriers to extending the 
capacity to .,function fully into the last 'years of life. This 
means mastering the problem of the'aging of tissue, a matter 
of inquiry which centers around the energy-transport func­
tions of tissue within interacting functions of the human body 
as a whole, areas in which medical ap.d related science are 
presently proximate to major advances. If we can ensure 
Uncle Max expectancy of a high quality of biological sub­
strate for full-capacity mental function and physical mobility 
during the interval from 80 to 90 years, we have accom­
plished what is necessary both morally and to the benefit of 
the economy. 

This is not a proposal to take away Uncle Max's pension. 
He has earned the pension, and deserves not to be cheated. 
However, as a proud human being, both Uncle Max and his 
wife deserve to have the opportunities and capacities to choose 
to make some sort of meaningful contribution to society for 
the duration of their lives. We shall all be enriched if that 
arrangement is better established. 

Are we to be accused of injecting a moral issue into 
scientific inquiry? The more we advance in scientific know­
ledge, the case of the nuclear weapon illustrates, the more 
clearly we are confronted with evidence demonstrating the 
ultimate indivisibility of proper moral from proper scientific 
concerns as such. 

In respect to demographic profiles of the population taken 
as a whole, the task of scientific inquiry is to adduce the 
characteristic change in such profiles correlating with in­
creased per-capita potential. 

Within the population as a whole, we focus on the labor­
force as a whole. We note, first, the correlation between 
changes in profile of the labor-force and changes in overall 
demographic profiles, correlating such connections, again. 
with increase of per-capita potential. 

First, we focus on the percentile of the total labor-force 
required to produce all raw materials, as typified by agricul­
ture and mining. Although mining is often conducted in rural 
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regions, we classify miningfunctionally as urban, rather than 
rural. So, we are observing the shifts in total percentile of the 
labor force engaged in raw-materials production, and within 
that, and correlated with that; shifts in emphasis from agri­
culture to mining and related activities. 

The smaller the percentile of total labor required to meet 
the raw-materials requirements of the population as whole, 
the greater the relative per-capita potential of the society as a 
whole. Two leading conceptual issues must be stressed in 
this connection. 

"We have proposed a comprehensive 
crash-program approach to early 
development and deployment of space­
based anti-miss�le beam weapons. Our 
primary purpose in developing and 
circulating this proposal has been to 
solve the increasingly dangerous 
continuation of thermonuclear 
'mutually assured destruction' (MAD). 
However, our approach to this 
undertaking has also been shaped by 
attention to the need for a shock-effect· 
revival of economic growth in 
the U.S. economy." 

First, the number of persons which can be sustained by 
aid of per-capita raw-materials development, is the first-ap­
proximation determination of per-capita potential relative 
population-density for the society as a whole. Agriculture, 
most emphatically, is measured both in terms of yields per 
hectare, and number of hectares for agricultural operative. 
This correlates with the percentile of habitable land devel­
oped for high-yield agricultural (and mining) potential. 

Accordingly, as the raw-materials producing percentile 
of the labor-force required decreases, the general tendency is. 
for increase of per-capita potential of the society as a wlrole. 

For example, the shift through the agricultural revolution 
(circa 1 0 ,000- 12,000 years ago or more), up to the Industrial 
Revolution in powered machinery, increased the potential 
human population of the earth from the order of approxi­
mately 1 0  millions individuals to between 500 millions and 
1 billions individuals. The Industrial Revolution, including 
the relatively recent development of nuclear-energy technol­
ogies, has increased the potential population of the earth 
toward tens of billions of individuals. Prior to the beginning 
of the Industrial Revolution, approximately 90-95 percent of 
the labor-force was required for rural occupations. Through 
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the Industrial Revolution, with modern agronomy, the use of 
modern technology reduces the required rural labor-force to 
less than 5 percent of the total. 

The process of increased per-capita potential is compli­
cated by the fact that required "objective" per-capita con­
sumption of society rises with advances in per-capita potential. 

We employ a symbology which appears Marxian, but 
which, strictly examined, is not-as the relevant distinctions 
are provided in such sources as the recent book-length policy­
study, Operation Juarez. Overall, we analyze the labor-force 
as a whole among the following components: C = costs of 
maintaining the equi-potential of capital preconditions for 
productions of goods; V = consumption-costs, measured as 
a percentile of the production of goods by the labor-force, of 
goods sustaining the households which supply the goods­
producing sector of the labor-force as a whole; S = the Gross 
Operating Profit of society, after deducting (C + V) from total 
goods-output-activity of the goods-producing labor-force; d 

== the combined household-consumption and capital-equip­
ment goods-costs of the non-goods production sector of the 
total labor-force. Substracting d from S, yields S' = Net 
Operating Profit. 

"The trusty night-nurse with the 
euthanasiac pillow is emerging as the 
heroine oj the insurance-company 
accountants and actuaries: 'passive 
help in dying' is rapidly being 
superseded by a policy oj 'active help 
to die,' a poor sort oj euphemistic 

disguise Jor the plainer term, 
'murder' oj the sick ... 

This yields the most characteristic boundary-conditions 
for economic growth: 

SIC + V = Productivity 
rising CIY = Capital-Intensity 
S/(C + V) = Rate of Profit 

and associated constraints. 
Generally, the rate of profit (of society as a consolidated 

agro-industrial "firm" ) must rise, despite the requirement 
that absolute consumption per-capita must rise in correlation 
with rising productivity. 

, In first approximation, we translate these constraints into 
per-capita values measured in kilowatt-hours of energy­
throughput. We correlate per-capita goods-production �ith 
kilowatt-hours �quivalent, and measure production in terms 
of "energy-payback" functions. 

8 Economics 

To recapitulate so far: We correlate rising per-capita po­
tential with increases in kilowatt-hours throughput both per­
square-kilometer and per-capita. Then, we treat the function 
as, in first approximation, an energy-payback per-capita 
function, and correlate this with shifts in demographic and 
division of labor profiles and constraints. 

A rising value for S/(C + V), on condition that CIY in­
creases and d/C + V) increase less rapidly than S/(C + V) and 
S per-capita, implies a rising per-capita and total value for 
S'/C+ V) . A rise in the latter ratio, of value 0 or higher, 
correlates with a minimal preconditon for rising per-capita 
potential. 

What productive labor (production of goods) must ac­
complish is both an increase in the ratio S'/(C + V), and an 
increase in per-capita S' for the society as a whole. Other­
wise, the society is entropic-i.e. , dying of lowering of per­
capita potential. So, per-capita S' , combined with rises in S' I 
(C + V), correlates with per-capita potential. What produc­
tive labor of society is producing is not simply goods, but 
rather increased potential for increasing per-capita potential. 

On condition that we understand the limitations of mak� 
ing measurements in the approximation-terms of per-capita 
kilowatt-hours, what we have described thus far represents, 
approximately, the thermohydrodymanic model we require. 

Refining the notion of energy 
Such a "model" would fail to parallel reality under de­

finable ranges of conditions, if we accepted fully the kind of 
notion of "energy" associated with Helmholtz and his fol­
lowers. The reduction of energy to a scalar fI uid, and a simple 
equation of energy-flux-density with equivalent of tempera­
ture, ceases at critical points to serve as a crude but useful 
approximation. 

The best way to cope with siIch risks of error is to return 
to the initial notions of work and power as developed by 
Leibniz, and to forget entirely the Aristotelean notion of 
"energy" introduced by Helmholtz et al. 

Leibniz's notion of work was developed in connection 
with studies of the effectiveness of heat-powered machines, 

. as measured by comparative work accomplished. Per-capita 
work is our proper starting point. Work must be measured in 
first approximation, per-capita and per-square-kilometer of 
habitable area. The Leibnizian notion to be preferred to Helm­
holtz's "energy" is relative power to accomplish work. What 
we must measure, in first approximation, is the relative power 
to accomplish work both per-capita and per unit of habitable 
and work-place areas. We would therefore prefer "work­
flux-density" to the Helmholtzian overtones of "energy­
flux-density. " 

In our case, work is measured as increase of per-capita 
potential relative population-density. This requires some 
clarifying remarks. 

In schoolboy thermodynamics, we resort to the following 
useful approximations to prepare the student for a fruitful 
mastery of the subject. 
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We divide the total energy-throughput of a thermody­
namical process into two principal sub-sectors. The first is the 
portion of energy-throughput which the process itself must 
consume to prevent itself from' 'running down. " This sub­
sector of the throughput is often termed "energy of the sys­
tem. " The residue of the energy-throughput of the pro�ess, 
after deducting costs for "energy of the system, " we usually 
term the "free energy" of the process. This "free energy" 
(less wasted portions of it) is the amount of energy available 
either to do work on the system itself, or on some external 
process. 

The significant thermodynamical function of a process 
which is not running down is the conversion of part of the 
total energy-throughput into usefully applied free energy. 
Crudely, the distinction is between starting a coal-fire on 
one's livingroom floor, and thus burning down the house, 
and consuming the same amount of coal in a steam-boiler to 
accomplish useful work. In first approximation, we measure 
work as the process of reorganizing the energy-throughpt't of 
the universe to the effect of realizing beneficial changes in 
the universe through focusing free-energy to accomplish such 
changes. Or, to employ another of the writer's conceits, one 
expends more effort entering a house by breaking through a 
wall than by entering through a door. The fact that one ex­
pends more energy in the first option does not make it more 
productive. 

Therefore, thermodynamics does not simply measure 
watts of throughput. The critical measurement begins with 
defining the ratio of free energy to energy of the system. 
Rising values of S' I( C + V) are implicitly an increase of the 
free-energy ratio. Those systems (processes) in which the 
value of this ratio declines and becomes increasing negative, 
are either absolutely or relatively entropic . Those processes 
in which the ratio is maintained, or increases are termed as 
exhibiting "negative entropy," or, as abbreviation. 
, 'negentropy . ' , 

It is of crucjal importance that we define very carefully 
the frame of reference we select to define a process. Every 
competent statement in mathematical science depends upon 
the principle of closure. Competent statements must be closed 
in mathematical form, a form which reduces to the appropri­
ate geometric construction. Those statements must be closed 
not only in respect to mathematical form, but this condition 
of closure must also be the experimental characteristic of the 
phase-space selected for analytical treatment. 

For example, in burning coal or petroleum products. the 
effect upon the fuel, the mines, oil-wells and so forth is 
decidedly entropic. The question is properly whether or not 
this combustion generates free energy usefully applied: in 
first approximation. How useful? Is the per-capita potential 

of the society after combustion and use of free energy applied 
greater than before? 

We must always take the entire "ociety as a process, an 
entire society occupying habitable area. That society and its 
area represent, in good approximation, a closed thermodyn-
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amical system. In accounting for all the things we relatively 
or absolutely destroy by the activities of that society, is the 
per-capita potential of the society as a whole increased or 
decreased? In a more general way, the universe itself devel­

ops with aid of destroying some parts of itselfJ entropically) 

in the course of increasing the negentropy of the universe as 

a whole . 

We have just said, in respect to the universe, a very 
shocking thing, and quite deliberately so. It is now the point 
to begin progressing back toward the subject of shock-waves, 
by way of explanation of our argument that the universe as a 
whole is negentropic. 

Our negentropic universe 
It was emphasized by da Vinci and Kepler, among others, 

that all living processes are distinguished by t.he harmonic 
characteristic of the Golden Section, corresponding to the 
musical-harmonic interval of the fifth. This, as we indicated 
earlier, correlates with self-similar growth of the general kind 
typified by our illustrative use of the self-similar triangles in 
Figure 1. 

Figure 1 
Self-similar "growth" spirals 

More generally, all negentropic processes have an addu­
cible Golden-Section characteristic. So, as Kepler was first 
to demonstrate empirically, does the universe in general. Is 
this then proof that the universe as a whole is negentropic? Is 
the universe as a whole, in some special sense, a living being? 
Does God exist as a consubstantial Being, in other words? 

Let us imagine inscribing our self-similar triangles-se­
quence in Figure 1 into the interior of a cone. Let the bent 
inscription be inscribed within the spiral on the surface of the 
cone, and the resulting image be projected onto the base of 
the cone. 
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What is such a 'cone? It is a growing circle, readily de­
scribed by the obvious mathematical function generating the 
cone. The axis from the apex to the center of the base of the 
cone is the time-axis of reference for this process. Such a 

cone is the simplest adequate approximation of what we 

signify by any negentropic function otherwise defined as a 

self-reflective potential-function . 

This implies the argument, that the discrete-manifold 
universe may be imagined, for pedagogical purposes, as 
analogous to the base of such a cone. A real space, a contin­
uous manifold's hyper-space, is projected as image into the 
smaller number of dimensionalities of the discrete manifold, 
into which reality is, so to- speak, squeezed for perception. 
We wish to go no further with that analogy, we do not wish 
to appear to reason from analogy beyond this pedagogical 
device as used thus far. 

Our purpose here is, first of all, to illustrate that the notion 
of self-reflective potential functions is geometrically compre­
hensible. We have used the cone to illustrate the simplest 
kind of geometrical construction which demonstrates that 
point. 

At this point, we tum to resort for a space to a good deal 
of descriptive summary, to avoid dwelling on specialized 
questions in detail. 

The rigorous definition of a, negetropic universe is first 
summarized, to our best available knowledge, in Riemann's 
1 854 dissertation, "On the Hypotheses Which Underlie Ge­
ometry. " The characteristic action of the universe is the 
increase of the number of relative degrees of freedom of the 
continuous manifold from any given number N, to N + 1 .  
Riemann elaborated this from the vantage-point of a topol­
ogical principle which he named "Dirichlet's Principle, " 
after his teacher, Lejeune Dirichlet. The principle of Rie­
mann Surfaces' generation is directly the outcome of this. 

It is these qualitative (geometrical) leaps in the self-elab­
orating processes of continuous manifolds, which define those 
kinds of phase-changes in observed discrete manifolds suited 
to be the subjects of unique experiments. These changes­
phase-changes�ccur through the mediation of generation 
of what are called singularities in the process. These singu­
larities require a continuous manifold of a relatively higher 
order for their comprehension. It is the successive ordering 
of the universe in terms of such phase-changes, which prop­
erly defines man's accessible knowledge of the lawful order­
ing of the universe. 

Such a universe, one whose most characteristic geome­
trical action is N into N + I, is intrinsically a negentropic 
universe, as Kepler's work implies. 

The negentropic process of economic development, to 
higher levels of per-capita potential, is of this same form. 
That is the essential "secret" underlying the unique success 
of the LaRouche-Riemann method. 

The only net work accomplished by all of the activities 

within a society is the work measurable as an increase in per­

capita potential. That work is the only fundamental measure 
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of economic value. All other approximations of measurement 
of economic value are competent only to the extent they are 
coherent with the fundamental measurement. 

Let us now glance at the relationship between shock­
waves and generation of singularities. Let us reference Gauss's 
mathematical approach to treatment of the orbit of a planet 
(for example). Let us imagine that all of the mass of the 
planet was originally distributed throughout the orbit, and 
that the planet still looks much that way from the standpoint 
of reference of a continuous manifold. How does the planet 
come into existence as an approximately solid body? Our 
educated guess given here is not settled astrophysics, but 
merely informed speCUlation. Even so, this pedagogical trick 
aids us in pinning down a point. 

Let us imagine that the mass initially distributed through­
out the orbit" is hydrodynamic. " In this medium introduce 
a wave, and let the wave propagate a shock-wave, thus cre­
ating the concentration of matter into the form of the point­
planet within the orbit. 

"The shift through the Agricultural 
Revolution up to the Industrial 
Revolution. in powered machinery 
increased the potential human 
population of the earth from the order of 
approximately 10 million individuals to 
between 500 million and 1 billion 
individuals. The Industrial Revolution, 
including the relatively recent 
development of nuclear-energy 
technologies, has increased the 
potential population of the earth 

toward tens of billions 
of individuals. " 

This leaves us some difficulty in accounting for the peri­
odic table of elements distributed among the planets of our 
solar system. Existing physics argues that the gaseous enve­
lope generated (spun off) by a star of our Sun's class would 
not fuse such a periodic table unless something like polarized 
magnetic fusion within the envelope had generated such a 
range of fusion-products. For the moment, let us treat such 
heart-warming speculations as healthy intellectual fun, as 
exercizing our speculative faculties. 

This view of planetary orbits intersects the approach E. 
Schr6dinger adopted for treating the determination of 'that 
singUlarity known as the electron, Schr6dinger referencing 
explicitly Riemann's 1 859 shock-wave paper. 
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Such illustrative speculations having done their w ork, we 
now put them to one side. The fact is, that we have proven 
otherwise that phase-changes in economic processes do con­
form mathematically to the principle of shock-wave genera­
tion. This is consistent with the fact that if our universe is 
Riemannian, all productions of singularities by a continuous 
process must be geometrically analogous to shock-wave 
generation. 

The economic shock-wave 
The interesting feature of the wave generating a shock is 

the relationship between the frequency and amplitude of the 
plane-wave, a relationship better examined by treating the 
plane-wave formation as a projection of a cylindrical spiral ' 
in hyper-space. As the relative amplitude of the wave increas­
es, by virtue of increase of frequency, for example, the po­
tential of the wave to generate lateral movement of matter is 
increased. This means generation of shock as this relative 
balance dses above critical values, and a correlative effect of 
concentration of highl y increased shock-energy. 

Among the more significant aids to the development of 
the LaRouche-Riemann method, particularly in work con­
ducted toward the close of the 1 950s, was the keen pleasure 
of working -through Max Planck's own account of his devel­
opment of notions of the quantum of action. In Planck's 
report of his own work on this matter, the significance of this 
quantum-notion has a far more universal significance than 
the modem school-books seem to comprehend. Arthur Som­
merfeld, for example, recognized that the spectra could be 
made comprehensible in this matter was viewed from a Ke­
pieri an view of harmoni c relationships within a discrete man­
ifold. Sommerfeld' s, SchrOdinger's, and other important work 
of the pre-Solvay Conference period into the 1 920s all points 
in the same direction. It was this writer's good fortune to 
have looked at such matters from the vantage-point of eco­
nomic science, rather than the usual standpoint of i ssues 
within physics narrowly defined. The point of the inquiry 
was to broaden and deepen knowledge respecting the way in 
which our universe must be organized to yield the kind of 
behavior economic processes exhibit relative to changes in 
technology of productive practice. 

It is an elementary exercise, to employ super-imposed 
projections of spirals on cones, to show a student the elemen­
tary topological principle, that the number of singularities 
generated by continuous processes is rigorously, indeed stub­
bornly determined. If Planck' s account is situated in such a 
general, Riemannian setting . all of the usual mystification 
attached to the notion of the quantum drops away, and we 
view Planck's work in that matter not as sOqle mere attention 
to a particular matter of microphysics, but as touching im­
portantly upon a pervasive feature of the geometric compo­
sition of the universe as a whole, as an enrichment of Ke­
plerian relativ ism of a sort made possible by the' work of 
Riemann. 

The usual mystification of Planck's work is demonstrably 
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the result of attempting to situate the quantum of action within 
a Cartesian manifold, and attempting to explain the implica­
tions of that quantum-conception within the bounds of onto­
logical assumptions acceptable to such a Caretesian stand­
point. From such a pathological, Cartesian standpoint, and · 
only such a standpoint, could one commit the wild blunder 
of confusing relative indeterminacy with statistical 
• •  uncertainty . " 

For example, one might ask oneself why the solar system 
generated only one planet in each planetary orbit, and why 
moons of planets, including suspected " wanderers, " lie only 
in Keplerian harmonically determined orbits? Let our astro­
physics treat the details of the matter; here , we are inspecting 
only the broadest, general points of the business. The prob­
lem here is the same which co'nfronts in the intrinsic fallacies 
of the w ork of J ames Maxwell, or the Isis-cult-like wild 
intrusions of Ernst Mach. 

When we , as the human race, act upon our universe , what 
is the geometrical ordering of that universe relevant to the 
determination of the' outcome of our activity? 

As I have summarized the matter here, and elaborated it 
more fully in other published locations earlier, it is a fairly 
. straightforward matter to define the constraints of a process 
satisfying the requireme�t Qf increasing per-capita potential 
relative population-density. These constraints show us the 
direction our policy-making must adopt to accomplish ser­
vice to the cause of human existence, to fulfill the cited 
injunction of the B ook of Genesis. 

Our remaining problem, once that set of constraints has 
been adduced, is to discover what lies in between a directed, 
purposeful action and the result accomplished for mankind 
as the consequence of that action. What is the geometry of 
that cause-effect connection? How may we know the work. 
ings of such an underlying geometry of real processes (con­
tinuous manifold), from the standpoint of observations di­
rected to the reflected evidence of the discrete manifold? 

In our inquiry into that crucial, subsumed matter of eco­
nomic science, we are obliged to adopt the standpoint of 
method of Cusa, da Vinci, Kepler, Leibniz, Riemann et aI. ,  
the geometrical method of classical " continental science. " 
This method leads us, in the manner we have summarily 
indicated here thus far', to the judgment that the kind of action 
within the universe symptomized by the shock-wave phe­
nomenon is the characteristic kind of phenomenon we must 
adduce in each field of inquiry, including the most general 
expression of science, as an economic science premised upon 
increases in per-capita potential. 

The kinds of singularities we are obliged to examine, 
working from that vantage-point, present themselves to us as 
of several apparently distinct varieties. 

The first class of such singularities is associated with, 
most immediately, increasing complexity of the division of 
social labor within society as a whole. This division of labor 
informs us of the direct significance of necessary shifts in the 
demographic characteristics of populations as a whole. 
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Next, chiefly aided by developments associated with 
Leibniz's mobilization of the principles of industrial soci­
ety's self-development , we look in a more profound way at 
da Vinci's initial work of defining the general principles of 
design of machinery. Heat-powered machines, as conceived 
initially by Leibniz , settle matters left unresolved by da Vin­
ci's work. The extension of the principle of the heat-powered 
machine to the use of manufactured fertilizers and other prod­
ucts of modem chemistry broadens our comprehension of the 
implications of Leibniz' s treatment of the heat -powered ma­
chine as such . 

So , in addition to the kaleidoscopic changes of social 
division of human labor, and associated requirement of an 
increased number of operatives for the economy as a whole 
(e. g. , enlarged population), we now tum to the increasing 
number of degrees of freedom in superior machines, and 
other features of " artificial labor. " 

This leads us to think of the combined increase of total 
degrees of freedom of man plus machine , as correlative of 
increasing per-capita potential. This implies a general notion 
of each level of per-capita potential as associated with a 
height N ,  implicitly the required number of total degrees of 
freedom corresponding to an existing actual (or hypothetical) 
level of technology in use , a technology in use corresponding 
to a more or less well-defined level of per-capita potential. 
Technological progress , and increase in per-capita potential , 
develops in the form N into N + 1 . 

This development subsumes transformations of the form 
of shock-wave propagation. 

Therefore , as we have already stipulated ,  we must ob­
serve and experiment , to determine how such a shock-wave­
like transformation actually manifests itself in the economic 
process of generating increased perccapita potential. In un­
dertaking this , we must consider not only what appears to be 
true of observed economic processes as such. We must al­
ways bear in mind the general nature of the universe within 
which man's efforts to increase his mastery of nature are 
elaborated. 

Therefore , we must define per-capita potential of entire 

societies in terms of a self-reflective potential junction. and 

must interpret the leaps in potential as elaborated in a man­

ner analogous to shock-wave propagation . In other words , 
taking division of labor and "kilowatt-hours" as an inte­
grated conception of the constraints of the process of rising 
per-capita potential for whole societies ,  we must treat the 
actions linking one level to the next as occurring in a shock­
wave-like manner . 

That is the essence of the LaRouche-Riemann method. 

Science-technology and per-capita potential 
To conclude this report , we address a concrete issue of 

utmost importance at the present moment: the potential sig­
nificance of U . S .  development of space-based anti-missile 
beam-weapons . We examine this now essentially from the 
standpoint of the effects of such development upon the B . S. 
and world 's economy . 

1 2  Economics 

Over the recent two decades , there has been an accele.r­
ating devolution in not only rates of technological progress, 
but a recent , virtually catastrophic collapse of basic industrial 
and related capacity .  We have already passed the point of 
industrial devolution, at which , from one standpoint in anal­

ysis, economic recovery is theoretically an impossibility .  
From the standpoint o f  the computer-assisted quarterly 

forecasts for the U.S. economy , in particular , the LaRouche­
Riemann method has warned of this worsening trend since 
early 1 980 , and those warnings have been corroborated by 
subsequent develoments to date . Unless an appropriate new 
factor is injected into the U. S .  economy , the U . S . A. is now 
hopelessly doomed by the consequences of 25 years' ,erosive 
influence of combined "post-industrial society " efforts and 
monetarist destruction of the economic basis . 

What is the nature of the " new factor" which could 
change this? 

"The only net work accomplished by all 
of the activities within a SOCiety is the 
work measurable as an increase in per­
capita potential. That work is 
the only fundamental measure 
of economic value. " 

The forecast of irreversible doom embedded in the regu­
lar forecasts of the LaRouche-Riemann reporting procedures 
depends upon the assumption that existing levels of technol­
ogy in economic use provide the basis for economic recovery . 
The forecasts .in publication have assumed that new technol­
ogies would be introduced chiefly as a by-product of a process 
of recovery based on revival of previously-existing technol­
ogies. As long as the forecasting is limited to that sort of 
assumption , the U. S . A. 's  doom is to be viewed now as in:ev­
ersibly sealed . 

Without a "new factor , "  the condition of the U. S. econ­
omy-and most of the world 's  economy-will become pro­
gressively worse . Attempts to resist this decay , unless they 
include the required new factor , will perhaps slow down the 
rate of collapse , but will not reverse the direction of the 
general , devolutionary development . 

The situation is such that the direction could be reversed 
only by a large-scale , top-down introduction of a technolog­
ical revolution . This signifies something like the work of 
France's Ecole Poly technique during the 1 790s , or , more 
recently , the NASA research-and-development drive of the 
early 1 960s. 

We have proposed a comprehensive , crash-program ap­
proach to early development and deployment of space-based 
anti-missile beam-weapons . Our primary purpose in devel-
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oping and circulating this proposal has been to solve the 
jncreasingly dangerous continuation of thennonuclear "mu­
tually assured destruction" (MAD) . However, our approach 
to this undertaking has also been shaped by attention to the 
need for a shock-effect revival of economic growth in the 
U . S .  economy. 

Let us restate this in tenns most appropriate to this present 
discussion . Even if beam-weapons were not the strategic 
priority of the moment, we would have proposed, and did 
propose earlier crash-program quality of emphasis upon sev­
eral areas of scientific and technological development also 
essential to space-based beam-weapons development. This 
we did for the kinds of economic reasons being stressed at 
this moment. It developed that space-based beam-weapons, 
a very large-scale undertaking, greater in scope than earlier 
work of NASA, is a foremost strategic priority. Since we 
lack the resources to conduct several crash-programs of such 
a scale, and since we are obliged to choose beam-weapons 
development from among all the alternatives which might be 
considered, it is the beam-weapons development effort which 
must be used to save the U .  S. ·economy. 

We have elaborated the strategic reasons for beam-weap­
ons development elsewhere . Here, we focus on the principal 
economic implications of such a crash-program effort. 

Although we are already at the verge of completing all of 
the competent technologies needed for incorporation in space­
based beam-weapons development, the completion of the 
entire package requires massive efforts applied to two cate­
gories of problems . There are, in the less costly side of the 
matter, certain problems of scientific research whose lack of 
early solution would represent disruptive bottlenecks pre­
venting the development as a whole . In the larger area of 
investments, the deployment of beam-weapons on a scale 
sufficient to destroy 99 percent or more of all incoming nu­
clear warheads involves the manufacturing of a very consid­
erable quantity of advanced hardware . This means, above 
all, that we must develop the industrial streams to a capacity 
adequate for the amount of hardware to be produced during 
the indicated period . 

To develop the space-technology required, we have pro­
posed that the U . S . A .  emulate the tactic of adopting the 
NASA manned moon-landing objective . We must develop 
quickly, earth-orbiting manned laboratories . We must com­
plete work on the discontinued project for placement of 
manned stations on the Moon. We should also adopt a manned 
Mars-landing objective , analogous to the manned Moon­
landing objective . The scientific, production, production­
capacities, and operations problems mastered by crash-ef­
forts on such civilian projects will foster successful devel­
opment of everything we require for developing the large 
number of fixed- and mobile-orbitting space-platfonns need­
ed to the military side of the beam-weapons program . 

The Mars-landing program strongly implies development 
of thennonuclear-fusion impulsion for spacecraft . This is 
"top of the spectrum" for all of the technologies required for 
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powering the movement and other powered functions of the 
beam-weapons space-stations. 

The beam-weapons themselves require developments 
centered, independently, upon relativistic (shock-producing) 
beams as such and generation of energy for civilian use through 
controlled thennonuclear fusion . Therefore, every research­
and-development program usefully focused upon relativistic 

. phenomena and thennonuclear fusion must be accelerated, 
and coordinated in a way which reflects the lessons we ought 
to have learned from the successes and errors in coordination 
of the NASA program and earlier Manhattan Project. 

What, then, are the pre-calculable effects of such a pro­
gram, on the scale broadly implied? 

Let us proceed by successive approximations. Let us 
begin by looking at the matter of increased productivity, and 
then examine this matter of increased productivity more 
closely, so to adduce the deeper implications. 

The first, general effect of any leap in technology is a 
leap in productivity . In the proposed crash-program, the 
U . S . A .  is concentrating economic resources from relatively 
lower levels of technology (e . g . ,  lower levels of productivi­
ty), to concentrate this portion of total national resources in 
a relatively very high area of technology (e . g . ,  implicitly 
very high productivity) . In other words, the total "pie" of the 
U . S .  economy is being shifted in composition, so that a 
relatively larger slice of the pie is being devoted to higher 
levels of implied productivity than have previously existed 
in the economy as a whole . 

On condition this specialized area's activities spill over 
significantly into the civilian economy in general, a rapid rise 
in levels of productivity throughout the economy will result . 

"Over the recent two decades, there has 
been an accelerating devolution in not 
only rates oj technological progress, but 
a recent, virtually catastrophic collapse 
oj basic industrial and related 
capacity. We have already passed the 
point oj industrial devolution, at which, 

Jrom one standpOint, economic recovery 
is theoretically impossib,le. " 

This was our experience with research-and-development 
under NASA . Through the spillover of NASA technologies 
into the civilian sector, the economy as a whole gained back 

. over ten dollars for each NASA dollar spent . This "pay-back" 
came in the fonn of increased per-capita outputs of produc­
tion in non-NASA areas . 

This is to be compared with purely military expenditures. 
Strictly speaking, NASA was not a purely military-type ven-
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ture, but the similarities are noteworthy within the discussion. 
The production of purely-military goods appears to the 

economy as production of waste. This is the only significant 
effect on the economy under the condition that military goods 
produced embody technologies which are on the average no 
higher than otherwise employed in the civilian economy . If 
military production shifts the average level of technology of 
overall production upwards to a significant degree, the waste­
ful implications of military-goods production are indirectl y 
offset to that degree. 

So, in assessing military spending, or quasi-military cases 
such as NASA spending, we must take two ostensibly con­
tradictory economic effects into account. The production of 
military goods as such, is a wasteful deduction from the 
economy. The military production may be necessary for na­
tional survival , but it is nonetheless to that degree a pure tax 
upon the economy as a whole. To the extent that otherwise 
wasteful military production indirectly raises the average 
level of technology in the economy as a whole, a contrary 
effect is generated. We must weigh the wasteful costs of 
military production as such against the margin of increased 
wealth produced through spilling-over of advanced technol­
ogies into the civilian economy. 

Hypothetically, we could increase the total military-goods 
production of the U.S.A. to 50 percent of total goods-pro­
duction without incurring a penny' s worth of net increased 
cost, but only on condition that the level of technological 
spillover into the civilian sector were sufficient to compen­
sate for the increased military expenditures . 

From an economist's s tandpoint, therefore, the proper 
military-procurement policy of a nation ought to be b ased on 
the very highest possible level of technologies. This coheres 
with military requirements as such. The mobility and fi re­
power of a military force is not only the relative capital­
intensity of the individual soldier' s deployment , but repre­

, sents the potential power to win wars per soldier. 
From this standpoint. the Pershing and c ruise missiles are 

a mistake. These are essentially improvements of the basic 
Nazi V -2 and V- I designs respectively, developed in the 
United States during the earlier 1 950s chiefly through im­
porting the skills of the Peenemunde scientists and techni­
cians. The improvments incorporated into present designs 
are auxiliary . The basic conception is technologically obs o­
lete. Had we maintained a vigorous dev¢lopment program 
during the 1 960s and 1 970s, had we not permitted the take­
down of NASA R&D by President lohnson' s "Great Society" 
blundering, we today would l augh at weapons of that s ort, 
What we are presently pushing to complete-weapons which 
make nuclear missiles technologically obs ol ete-is research 
and development we might have completed during the late 
1 960s or early 1 970s. Our military policy overall has fallen 
1 6  or more years behind the times, even by that simple stand­
ard of reference. 

The production of such weapons-systems barely main­
tains a fraction of previously established, now-sh rinking 
aerospace and associated features of our overall national in-
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dustrial-technological base. Thu s ,  predominately ,  the rel i­
ance on such obsolete systems . cosmetical l y  presented as 
"new technologies" has the effect of waste on the economy 
as a whole. 

B efore examining the matter of eljuation of technology 
and productivity more closel y, let us col l ect and review brief­
ly the kinds of e ffects modern technol ogies developed in 
military • NASA, and other undertakings have either had or 
could have on the economy as a whole, 

In principle, nuclear-energy development deployment 
without the hindrances i mposed over the 1 970s would mean 
approximately a 40 percent reducti on or better in the cost of 
electricity and process-heat wherever employed to supersede 
existing modes of fossil-fuel and more primitive energy­
sources. This reduction in cost reduces directl y the portion 
of C and V requi red for energy-production in the economy as 
a whole, increasing S' directly as well as per-capita S. This 
means a direct increase in SI(C + V) and S' !(C + V) . 

Additionaly, the best way to improve the impact of elec­
tricity production upon the general environment is to replace 
each conventional generating-station in use with either Mag­
netohydrodynamic-Iechnology fossil-fuel-consuming instal­
lations or nuclear generation. When one reviews how much 

LaRouche beam-weapon 
plan debated in Europe 
When Lyndon H. LaRouche , Jr. initiated his campaign 
for U . S .  crash development of anti- bal l istic missile 
beam-weapons defense systems at an EIR seminar in 
Washington , D . C.  early this  year, he urged that the 

, U . S . S . R .  and the United States pool their manpower 
and scientific resources in a joint effort to produce these 
defense systems at the earliest possible date . 'Success 
of such a joint U . S. -Soviet effort , said LaRouche , would 
insure both superpowers against , the use of nuclear 
weapons by "runaway" third states , and stabilize the 
bipolar international superpower structure . 

Just before the death of Leonid Brezhnev last month, 
EIR ' s  Wiesbaden bureau learned of Soviet inquiries to 
determine the possibilities for such superpower collab­
oration on beam-weapons development,  possibJy to be 
joined by cooperative development of fusion-propelled 
vehicles which could be used for manned explorations 
of Mars and Venus.  

Eir solicited responses to  this rumored Soviet pro­
posal from sources in both NATO and neutral European 
countries . We report here a cross-section of views from 
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capital has been expended on scrubbing dirty effluent from 
fossil-fuel consuming energy-generation . w e  must properly 
curse ourselves for col l ective stupidity a� a nation. 

In  assessing both energy-production and industrial pro­
cesses generally . it is conventicmal ru le-or· thumb to assess 
both the costs per kilowatt-hour of e nergy produced. and the 
power and e ffi ciency of that generation. B y  increasing the 
energy-flux-density of the heat-sources ,  we increase the ef­
ficiency of energy- produ ction. and we also generate an in­
creased concentration of power through which it becomes 
possible to do what was not feasible earlier . 

In the case of thermonuclear fusion . we have two princi­
pal considerations to he taken i nto account . The intrinsic 
advantages of nuc lear e nergy-production over l ess-advanced 
modes is both the posi t iv e  envi ronmental i mpact of such 
generation. and the fact that fi ssion-plants operate imp1icitly 
at about four t imes the energy-flux-density possible w ith 
fossil-fuel phmts . For that l atter reason. such nuclear mod.::s 
are intri nsical ly  far cheaper sources of e lectrical power. and 
offer us sources of process-heat potent ially to be u sed at great 
economic advantage . The h igh-temperature thorium-cycle 
gas-cool ed reactor is a device most fool ishly underval ued in 
current practic e .  Al though proje cted designs indicate that 

European sources which monitor East-W�st 
developments. 

The most bi tter oppos ition to such superpower col­
laboration came from a British think tank whose direc­
tor is also part of an organization called the Anglo­

Soviet Roundtable . Th is thinktanker explained that the 
above developments "must be controlled in their infan­
cy . . . . This is how the Soviet Union and America can 
create mutual trust . "  An aging West German right-wing 
Social Democrat who is very close to the British also 
warned that such scientific and technical expansion "was 
getting completely out of hand . "  It is not s urprising that 
neither would lend the names of thei r insti tutions to 
EIR .  

Other responses included : 
West German disarmament specialist: "The So­

viet military. definitely wants beam weapons . This  can­
not be s topped by Andropov . "  

One of the British Isles' most renowned Soviet 
military specialists : 'The key i ssue is now what satis­
fies the Soviet military . The military is demanding that 
it have the capabilities to prod uce sophisticated plans 
. . . they are determined to match technology with 
technology , and are declari ng , ' we will enter the arms 
race ' .  

'The Soviet McNamaras ' arguments are no longe r 
relevant . . . . "  

"The situation i n  the U . S . S . R .  now is  comparable 
to that in czarist Russia in the 1 880s . At that time , you 
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thermonuclear fusion plants will operate at about the energy­
flux-den sity of fi ssion-plants, in the fi rst generation of such 
commercial installations, the future levels of energy-f1ux­
density are in principle almost limitless. 

That is the simplest view of the matter, an inadequate 
view. As w e  enter into the range of reactions associated with 
thermonuclear fusion. and technologies adjunct to thermo­
nuclear fusion, we are in the realm of the potential for com­
mercial forms of relativistic physics, entering a realm of 
human practice in ·  which mankind wields forces of nature 
beyond anything " naturally existing" in our solar system. We 
must think of processes associated with the perfection ·of 
thermonuclear fusion in such terms of reference: this repre­
sents a breakthrough in technology far greater than was rep­
resented by the belated, 1 8 th-century realization of Leibniz' s 
design for the Industrial Revolution. " 

This should be referenced immediately to our earlier dis­
cussion, in this report, of the meaning of negentropy . The 
issue of energy is not the total amount of energy produced 
and used. The issue of eneregy is the issue of increasing the 
ratio of free energy to energy of the system, and thus increas­
ing the power of mankind to accomplish the work of increas­
ing per-capita potential. Any invention which substantially 

had an elite of military people and technological man­
agers bringing about technological innovation."  

Retired Austrian general: " Right now the Soviets 
are more advanced in beam-weapons research than the 
West ever was . Both sides must have this technology. 
If only one side has it, it is a destabilization. "  

Top level Soviet defector, now based in Bavaria: 
"This type of collaboration is not possible and will 
never happen . "  

" I  fully agree with the necessity to develop beam­
weapons . A defense against nuclear missiles is only 
efficient on that basis . "  

Sussex University (home of Britain ' s Tavistock 
Institute or special psychological warfare division): 
"This might be a Soviet trick to keep the U.S.  imagi­
nation busy . "  

" I  indeed see an advantage in controlling beam­
weapons development jointly from the beginning . The 
problem with nuclear arms was that they were piled up 
before anybody began to control them. "  

An editor of the West German Conservative Dai­
ly Die Welt: "E-beams should not be developed be­
cause this will strengthen the superpowers . "  

Count Volpi d i  Misurata, son of the oligarch who 
was both MussoIini ' s  foreign minister and Italian King 
Victor Emmanuel III ' s  governor of Libya. Recently , 
the French daily Le Monde described the current 
Count as the "last doge of Venice . " :  "Beam-weapons? 
Don ' t you know that war will never be obsolete?" 
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increases that power, if adequately deployed , effects a phase­
shift upward within the entire economy within which it is 
deployed . 

Proper economic policy of nations would be , therefore , 
to concentrate as much of S '  as possible upon launching such 
breaJethroughs in technology, while using the remainder of 
S' primarily to deploy such new technologies as they are 
developed . ·  

What we must also do , is to use up the C of obsolete 
methods of production as rapidly as possible , by accelerating 
production from those facilities and reinvesting the "depre­
ciation funds" from those sectors in the new technologies . 

In the instance of relativistic-physics applications ,  we are 
presently at the verge of breaking through fundamentally all 
known limits of natural resources .  Sand , rock, and rubbish 
provide mankind all the mineral raw materials it requires ,  if 
the technology available is sufficiently advanced . Applied 
relativistic physics is that technology . 

To reach that breakthrough , we must begin to effect the 
breakthrough in some concentrated area of enterprise . We 
must. reorient increasing portions of industry (and invest­
ment) as an integrated production-base for producing and 
using the kinds of things that breakthrough-technology im­
plies . We must , in that way , shift the composition of the pre­
existing economy , away from old technologies to technolo­
gies on the frontiers of applied relativistic physics .  

This represents a qualitative shift i n  man ' s  relationship to 
nature , a leap in per-capita potential . That , and that alone , 
could rescue the U . S .  economy from otherwise inevitable 
disaster. 

From this vantage-point,  we reexamine afresh the matter 
of "economic shock-waves . "  What are the parameters of an 
economic shock':wave? 

' 

The relative height (amplitude) of the � 'technology-wave" 
passing through an economy is defined in respect to the ex­
isting pdr-capita potential of the economy . Relative to that 
potential , a function in terms of S '  IC + V) defines th� relative 
amplitude of the wave . This increase of amplitude is imme­
diately defined (realized) by advances in technology . It is 
necessary policy, that the relative amplitude of this wave I 
must be sufficient to represent the critical value for generating 
shock. 

Since the LaRouche-Riemann quarterly forecasts for the 
U . S .  economy were first issued , the last quarter of 1 979 , the 
phenomenon on which we have been obliged to concentrate 
has beyn negative shock-waves . Especially since Volcker' s  
policies o f  October 1 979 took hold o f  the U . S .  economy, 
during February 1 980 , the characteristic feature of the eco­
nomic process has been increasing negative values for the 
function of S '  IC + V) . As we have been able to forecast with 
high accuracy thus far, this devolution of the U, S. economy' s  
goods-producing sectors and transportation-sector com­
bined , has not been merely a process of gradual devolution , 
but is most clearly marked by periodic "jumps" downward , 
these abrupt declines separated from one another by periods 
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of more gradual decline or even , for one period , a slowing­
down of the rate of decline . As we stressed in published 
reports during spring 1 980 , these periodic "jumps" down­
ward are analogous to phase-changes in physical processes . 
These phase-changes occur in the manner of shock-waves , 
and their periodic\ty is so determined . It is by treating the 
process of devolution from that vantage-point that the La­
Rouche-Riemann forecasts have been uniquely accurate to 
date . 

This regular, ongoing study of the U . S .  economy has 
been complemented by similar special studies of several oth­
er national economies , and has also been complemented by 
special research-studies on the history of development of 
specific industries . It is such varied empirical studies ,  togeth­
er with long-range studies conducted over a decade to date , 
combined with the general , validity of the LaRouche long­
range forecast of 1 959 today , which assures us of such be­
havior in economic processes generally . 

Although the writer and his collaborators are beyond 
competent argument the world' s  leaders in economic science 
today , we would be the first to insist we are by no means ' 
leaders in relativistic physics .  

In  the latter field , the problem is that leading circles have 
assimilated aspects of "continental science" while rejecting 
the geometrical vantage-point from which that "continental 
science" was actually developed; most generally , the flaw is 
the specialist ' s  political opportunism, his wont to show re­
spect for Descartes , Newton , Cauchy , Maxwell , et aI . ,  and 
to explain the fruits of continental science on terms agreeable 
to the British-Viennese empiricist-positivist school of cabal­
ism .. So ,  the otherwise gifted and accomplished specialist 
usually greatly dilutes his intellect, by ignoring those specif­
ic , profound issues of scientific method which would lead 
him to break in methodology and argument with the British 
school . 

Our advantage , respecting the few contributions we have 
made on behalf of thermonuclear fusion and relativistic phys­
ics , is that we have adopted the elementary standpoint of 

. continental science , and are encumbered by few of the kinds 
of confusion introduced to scientific thinking by the present­
day hegemony of the cabalistic standpoint . Our advantage 
over those far better qualified 

'
than we, in certain matters , has 

been entirely the fruit of the methodological standpoint from 
which we view numerous of the presently compartmentalized 
aspects of scientific work , taking them together as what they 
are in fact ,  different facets of the same object. 

Our occupation , our specialized facet of scientific work , 
has been economic science viewed as the applied science of 
technology . We know, from experience in that work , that 
something important was more or less lost to Western civili­
zation approximately a century ago , something typified by 
the Riemannian physics we employ as the methodological 
basis for our work in economic science . So , we attempt to 
"sell" that Riemannian physics and what it implies back to 
the profession which has too long underrated it. 

EIR December 1 4, 1 982 



'Blended credit' : the wrong way 
to boost U. S. agricultural exports 

by Cynthia Parsons 

The failure of the United States to win any concessions from 
the European Community on agriculture subsidies at the min­
isterial meeting of the General Agreement on Trade and Tar­
iffs (GATT) which ended in an impasse in Geneva Nov . 30,  
could be the pretext for launching a trade war that Agriculture 
Secretary John Block has been threatening sinc(( September. 

Block' s  Oct . 20 announcement of a three-year, $ 1 . 5  bil­
lion "blended credit" program to boost agriculture exports 
can give only minor help to U . S .  farmers , given the current 
crisis in agriculture; with interest rates and the dollar still 
high , this program will be able to move only a small portion 
of the hundreds of millions of tons of U . S .  commodity stocks . 
Since the farm sector, the largest exporting industry in the 
United States , is "tremendously impatient ," Block may well 
resort to a policy of dumping wheat and dairy products "to 
show the EC that we can play the game , too ," as he stated in 
a late-September press conference . 

The prospect of launching a trade war is the logical ex­
tension of the administration' s  foolishness: obsessive adher­
ence to the dogma of " free trade , "  as the direct result of the 
early 1 950s decision to abandon the parity policy imple­
mented by President Roosevelt and enforced by TruIl).an dur­
ing the 1 940s . The policy of 100 percent parity for American 
agricultural products-i . e .  , government enforcement of price 
levels ,  via the crop loan program, adequate to assure produc­
ers cost of.production and a profit to allow for reinvestment­
was responsible for pulling the American farm sector out of 
the 1 930s Great Depression . The policy also laid the basis 
for the tremendous leaps in output and productivity that began 
in the 1 940s as producers invested in the new chemical as 
well as mechanical technologies , and began to realize the 
economies of scale and increase farming intensity with in­
creased fertilizer and other chemical use . 

The Eisenhower administration ' s  decision to abandon the 
parity policy in favor of the "free market , "  initiated the 
process of undermining the foundations of American agri­
culture to the point of creating the explosive financial crisis 
that exists today . 

The EC ' s  Common Agriculture Policy price supports 
have been the target of the USDA over the past decade , 
particularly since 1 979 . Agriculture prices in real terms have 
decreased steadily since 1 950; the U. S .  domestic market has 
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stagnated, and developing sector debt has built up to massive 
levels ,  making it nearly impossible for those nations to main­
tain imports . Failure to initiate any kind of long-term, low­
interest credit to expand exports to the Third W orId has re­
duced U . S .  policy to "Europe-bashing . "  Yet European ex­
ports are minimal compared with potential U. S. exports , and 
in certain key commodities ,  such as com, Europe offers the 
U . S .  virtually no competition whatsoever. 

The rate of increase of U .  S .  exports has stagnated since 
the 1 960s .  Although an all-time high of 1 65 million metric 
tons of grain exports was reached this Year,  actual earnings 
fell some 8 percent due to collapsing prices . The administra­
tion initially froze the existing Commodity Credit Corpora­
tion ' s  direct credit export credit program GSM-5 , and in­
creased the GSM- 1 02 export guarantee program by $500 
million , under pressure of fiscal austerity . The "guarantee" 
program merely commits the CCC , an "off-budget" agency , 
to back up loans for purchase of U � S .  products ,  but the 
importing nation must generate the actual loan from private 
sources . The overall effect was that some $2 . 8  billiop sat in 
the program untouched , and exports slowed . 

As a result , the administration has been forced to return 
to a partial direct-credit program, despite its violation of 
"free-market" doctrine . Word has it that, in deference to 
"free-market" rhetoric ,  it is forbidden to refer to the direct­
credit loans as "price supports" at the USDA ,  although they 
will function in much the same way as the EC program; an 
approved term is "export boosters . "  

The original proposal was for a three-year ,  $ 1 . 5  billion 
program. The CCC will offer one part direct loan to the 
purchasing nation , "blended" with guaranteeing four parts of 
a commercial loan at current interest rates .  Seven nations 
have received credits totaling $440 million: Morocco, Egypt, 
Yugoslavia ,  Pakistan , the Phil ippines , Portugal and Brazil . 

Secretary Block stated Nov . .  23 ,  announcing the credits 
to Brazil and Portugal , "These credit packages will open the 
way for the sale by private U . S .  exporters of nearly $65 
million of U . S .  agricultural commodities that would not have 
been sold without the new credit program. "  Yet because 
purchases must be made in the first year of the three-year . 
program, the boost in exports will be temporary . These sales 
are all to long-standing U . S .  customers , and the near 2 mil-
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lion tons of wheat sold will make scarcely a dent in the 78 
million tons the U. S. now has available for sale. 

An increase of the monetary value of the program is under 
consideration. In August, another $500 million was allocated 
to the loan guarantee program for the 1 983 fiscal year, but as 
this fund remains untouched, it may be incorporated into the 
"blended credit" program. 

Once the immediate surge in exports levels out in the 
second and third years of the blended credit program, the 
program will do little for U. S. agriculture exports. Most of 
the developing sector is excluded from the program by one 
entry requirement: that the importing nation is paying its 
debts. A USDA spokesman for International Trade Policy 
responded to the question of whether Poland and Egypt would 
benefit from the new program , by saying that Poland would 
not ,be one of the countries since "the East bloc countries were 
a .bad credit risk, but Egypt had been paying". Under such 
"conditionality" large potential markets in Africa , and most 
Ibero-American nations, are inaccessible to American farm­
ers. As a Cargill Corporation spokesman commented, while 
the program will be "helpful" to those nations that can already 
afford to buy U. S. products , "if the nation could not afford 
to buy anyway, it would not help them, "  

With the exclusion o f  �e Third World, few markets re­
main, outside the Soviet Union and China, that could make 
any significant dent in U. S. supplies. A second requirement 
of the blended credit program , that the importing nation al­
ready have Most Favored Nation status , will exclude the 
Soviet Union. And although President Reagan stated that any 
sales to the U. S. S. R. would be guaranteed, the Soviets have 
not responded. While Secretary Block offered the Soviets 23 
million tons of grain since the United States extended the 
grain agreement , it appears that the Soviets will not buy even 
as much as the 14 million tons they took last year. The 
agreement only requires that the Soviets buy 6 to 8 million 
tons in the period between Oct. 1 ,  1 982 through Sept. 30, 
1983 , The reworded agreement, issued Sept. 30, assured the 
Soviets contract sanctity for 1 80 days on any purchases over 
the 8 million ton limit made before Nov. 30, but guarantees 
nothing after that. At a Nov. 29 press conference Block 
refused to extend the deadline date. 

Soviet imports of U. S, grain have fallen from a 1 979 high 
of 78 percent of their total imports, to 30 percent in 1 982. 
Since December 1 98 1 ,  they have made new purchases only 
from Canada and Argentina, with whom they have long-term 
agreements, 

Should rumors of a trade deal between France and the 
Soviets prove true , the' United States will be left with little 
i-ecourse under current credit policies than to begin dumping. 
France has reportedly been pressuring the EC to arrange a 
major cut-rate grain deal with the Soviets. If the United States 
decides to dump grain and dairy products , it could well un­
dercut the EC , but only to the end of l�unching a trade war 
that will further collapse world trade levels . 
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Bolivian President calls 
for war on usury, drugs 
by Valerie Rush 

In a Nov . 30 presentation before the General Assembly of the 

United Nations, Bolivian President Haman Siles Zuazo out­

lined the magnitude of the crisis facing his nation . Coming 

just as the President of the United States departed for afive­

day tour oflbero-America , the Siles speech defined the issues 

that Reagan will have to tackle during his trip in order to 

restore U.S .  relations with the rest of the continent, so badly 

damaged by the Malvinas conflict and its aftermath . 

lbero-America is burdened with an unpayable foreign 

debt, and lacks the credits and technology required for real 

industrial development, Siles Zuazo warned. Failure to re­

solve these issues dooms the rest of continent to the same fate 

suffered by Boliviafor so many years: the imposition of drug 

dictatorships, sustained by speculation , usury, and the 

repression of the population . Or, as Siles Zuazo indicated 

when he first assumed power in early October, it will lead 

governments to consider actions such as the joint renegotia­

tion of their debts and creation of new financial and political 

institutions that are designed to defend their interests in the 

face of advanced sector hostility to industrial growth . 

The following are excerpts from the Siles Zuazo speech 

of Nov. 30: 

"My country has just lived through the Calvary of 1 8  
years of dictatorship , with very brief periods of nationalist 
governments .  . . . 

The country now lives under the rule of law . . .  Bolivia , 
I am proud to say , has a democracy of the highest quali­
ty . . . . It has recovered its dignity and its international image 
and has begun to identify itself with democracy and not with 
drug' trafficking and illegality . 

My country was trapped in a chaos of horrifying dimen­
sions .  To the political and moral crisis was added a desperate 
economic sitution whose most salient outlines are known and 
shared by many other Third World nations : an enormous 
foreign debt, uncontrolled inflation , . . .  and a vertical col­
lapse in the level of activity , and its sequel of bankruptcies , 
unemployment and misery . . . . 

My country participated in the surge of prices for raw 
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materials for export that took place as a result of the expan­
sion of the world economy and the hike in oil prices . It also 
resorted to many foreign loans , which were readily granted 
due to the international financial l iquidity that existed during 
the past decade . . . . 

Nonetheless , the expansion of financial resourses . . .  
were not used to benefit the majority of the nation . The 
dominant minorities of the private and public sectors used 
the resources from the export of our raw materials and the 
foreign debt to deepen and consolidate social inequality . . . . 
They squandered our resources , leaving the great problems 
of development unresolved . These minorities used imported 
and nation"l �oods and services which allowed them to imi­
tate the palicrns of consumption of the high-income coun­
tries , while they abandoned productive investment . . . .  

This economic policy,  based on financial and commercial 
opportunism, received the warm support of the great academ­
ic centers of the advanced sector, where it is still believed 
that the principles of the comparative advantage of the con­
ventional doctrine of the international division of labor, is 
the best route to development . . . . 

But this anti-national economic policy could only be car­
ried out behind the back of the population , and for that reason 
it was necessary to establish ferocious and regressive 
dictatorships . . . . 

Bolivia is not the only country suffering from the over­
whelming burden of foreign debt . We share this problem 
with other nations of the Third World . 

In my country ' s  particular case , it is repugnant to the 
national conscience that we should have to pay with such 
immense sacrifice a mortgage contracted behind our back by 
illegitimate governments that used these resources to main­
tain themselves in power. . . . 

Among the countries of the North , there are those that 
refuse to review the decision-making mechanisms and oper­
ating rules of institutions such as. the International Monetary 
Fund, the World Bank, or the General Agreement on Tariffs 
and Trade [GATT] , as if these institutions ,  created in 1 946 , 
were endowed with infallibility , as if nothing had happened 
since then . . . . , 

But the world today is different , and it is necessary to 
adapt the institutions of yesterday to today' s  needs . .  ' . ' 

My government has made a commitment to its popula­
tion : to respond to its offer of sacrifice with a gigantic effort 
to defeat , in the shortest time possible , the tragic inheritance 
of dictatorship . . . .  

Repression of the illegal drug trade is a duty to be as­
sumed by all-the governments of the producing countries 
and the governments of the consuming countries .  I need not 
insist on the nefarious consequences that this filthy and de­
testable business carries with it . Its corrosive action affects 
us all . It encourages corruption , conspires against the politi­
cal order, attempts against the morality of country of origin, 
and constitutes a serious social threat to the countries where 
demand is greatest. 
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International Credit by Renee Sigerson 

Brazil bites IMF bullet 
A trickle of credit from the Fund and the United States was won 
at the cost of sovereignty and industrial investment . 

Brazilian Finance Minister Ernane 
Galveas confirmed to reporters on 
Nov . 26 that Brazil-the world' s  sec­
ond largest debtor (after Mexico)­
had finally decided to go to the Inter­
national Monetary Fund. Formal ne­
gotiations began in Brasilia Nov . 29 
on the conditionalities to be imposed 
on the Brazilian economy by the no­
toriously anti-growth IMF in return for 
an estimated $6 billion loan package . 

Although Brazil ' s  monetarist 
Planning Minister Delfim Netto hailed 
the IMF package as the key to the 
country' s  salvation , it will be a drop 
in the bucket compared to Brazil ' s  real 
credit needs . At best,  the IMF will 
provide Brazil with $2 billion in 
standby credits and its seal of approval 
early next year. Delfim hopes this will 
serve as a green light for commercial­
banks lending . 

But the Brazilian National Mone­
tary Council reports Brazil will re­
quire $ 16 .3  billion for debt service next 
year. The banks will also be asked to 
renew an estimated $ 1 4-$ 1 6  billion in 
short-term borrowings , on which Fi­
nance Ministry sources estimate $4 
billion is due in January , the same in 
Fehruary , and more in each ensuing 
month . 

Delfim Netto has pledged to pay 
part of the debt service with a $6 bil­
lion trade surplus next year. But, with 
September exports 19 percent below 
last year ' s  level , and October' s  down 
24 percent, such an achievement would 
be his first genuine "miracle . "  

Even with a $ 6  billion trade sur-
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plus , Brazil would still have to tap the 
rapidly dwindling Eurodollar pool for 
$ 1 7  -$ 1 8  billion in new lending . Thus ,  
bankruptcy can at best be papered over 
for no more than a few months . 

Although Brazil had already ad­
ministered IMF-style "medicine with­
out the doctor," the move is a setback 
for those forces in Ibero-America 
fighting to solve their asphyxiating 
debt crisis , not by applying the IMF' s  
austerity , but by  jointly renegotiating 
their debt . 

There were many signs of foreplay 
between Brazilian officials and the 
IMF, but the government kept the ne­
gotiations under wraps until after the 
Nov . 1 5  elections .  Brazilians , imbued 
with optimism by a decade of 10 per­
cent annual growth , agree with oppo­
sition Senator Saturnino Braga' s  dic­
tim: "Brazil is a country which cannot 
stop , and the International Monetary 
Fund recipe is to stop the country . "  

What is the IMF asking Brazil to 
do in return for saving its credit rating? 
"Just what we were going to do any­
way ,"  answers Delfim Netto , author 
of the "Brazil Foreign Sector Pro­
gramme in 1 983" in close collabora­
tion with the IMF and Federal Reserve 
chief Paul Volcker, whose high inter­
est rates were one of the main causes 
of Brazil ' s  bankruptcy . Delfim' s 1 983 
plan calls for sharply increasing ex­
ports while slashing vital imports-a 
policy Brazilian economists calculate 
will produce a drop in GNP of 4 to 6 
percent next year. 

Although Folha de Sao Paulo re-

ports average real wages of industrial 
workers fell by 22 percent during the 
first seven months of this year, the 
IMF is known to believe that far sharp­
er reductions are required . 

The government has long allocat­
ed loans at less than the inflation rate 
to priority areas such as agriculture , 
industry , and export financing . The 
IMF says "no more cheap credit . "  

According to economic columnist 
Joelmir Beting , the IMF discovered 
that the government planned to spent 
$90 billion over the next three years 
on major projects . These projects , such 
as the huge Carajas iron-ore complex 
in the Amazon , have been initiated to 
industrialize the country ' s  vast natural 
wealth . But the IMF demands that all 
Brazil ' s  savings and borrowings go 
only for debt service , rather than for 
productive investments . 

Finance Minister Galveas was 
perturbed that the first announcement 
of IMF negotiations was made , pre­
maturely , by the country' s  second 
largest creditor. In Rio on Nov . 1 9 ,  
David Rockefeller proclaimed, "Bra­
zil is engaged in active conversations 
with the International Monetary 
Fund . . . .  There are certain unpopu­
lar measures which must be taken and 
which end up being better accepted 
when they are dictated by the Fund 
and not by the government . Since that 
is precisely what the IMF is there for, 
it ' s  a good opportunity for Brazil to 
solve its economic difficulties . "  

A t  the GATT meeting i n  Geneva, 
Treasury Undersecretary MacNamar 
had negotiated a $ 1 . 2  billion 90-day 
"bridge loan" tied to Brazil ' s  accept­
ing IMF conditionalities. Reagan, who 
was not quite sure whether he was in 
Bolivia or Brazil , announced the 
"bridge loan" during his visit to the 
latter, Dec . 1 ,  perhaps thinking it was 
for an infrastructure project. It took 
Secretary of State Shultz to define the 
details of the Treasury "bailout . "  
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For Business or Private Phones 

10 Ways Dictograph's New Phone Controller 
Can Increase the Service You Get from Your Phone, 

Speed Your Calls and Low�r Your Charges. 
From the people who invented theJntercom, Hearing Aid and Smoke Detector 

This small electronic marvel - only 8 "  
b y  6"  b y  I V/' - lets you d o  things with 
your telephone you never thought pos­
sible . Read these 10 ways Dictograph's  
new Phone Co n t r o l l e r  outdates  old­
fashioned telephoning -

1 .  maltal Time MolInOI'. Alerts you 
to m i nutes you are talking , long d istance 
or local l y .  Keeps 5 m i nute calls from 
going to a half-hou r .  

2. Time-laving callback. Busy sig-
nal ' Phone Control ler calls back [or you 
every 6 0  s e c o n d s . Keeps you fro m  
forgett i ng t o .  

3. One Touch "Memory" Dialing. 
Get at the touch of a fi nger ., 0 numbers 
called most frequently . Real t ime saver .  

4. Touch Dial Converter. Lets you 
call  by touch on rotary dial  phone. 

5. MCI and Sprint Compatible. No 
need .to buy or pay for installation of a 
touch-tone phone. 

8. Hold Bonon. PutS callers on hold so 
you can talk with others around you . 
More secure than hand over mouthpiece . 

7. Built-In Speaker. Cal l  w i t hout 
bavi ng to l i ft and hold phone t i l l  some­
one answers . Also lets others l isten i n .  

B. Error Eraser. Dial a s ingle wrong 
number, no need to redial whole num­
ber .  Push clear button , error is  erased . 

9. De-Progranmlng Fall-lafe. 
Back-up battery power keeps program­
m i ng i ntact and in place in event of 
power outag e .  

10. 81mlnatas Phone use. No need 
to dial from phone . Touch-dial  d irecrly 
from dial  pad of Phone Control ler .  

Satisfaction Guaranteed 
The Dictograph Phone Controller can be 
placed on desk top or wall-mounted . For 
s ingle l ine service, plug into Bell modular 
jack . For multi- l ine service, specifY Model 
PC 30 ML. 

All Controllers have 90-day parts and labor 
warranty and are UL, CSA , FCC and Bell 
approved . Prompt service if needed . If you 
are nor ful ly satisfied , return unit - or 
units - undamaged and in original carron 
within I S  days of receipt and your money 
wil l  be refunded in  ful l .  

r-----------------------------------.-----, 
Dictograph-Pleasantville Plan, 62 Eastview, Pleasantville , NY 10570 

Dept. #PC- 1 2  
Please send ( ) Dictograph Phone Controller(s) 
at cost  per i nstrument  of $ 12 9 . 9 2  s i ng l e  l i ne ,  
$ 148 . 9 5  mult i - l ine  ( Model PC , O  ML . )  
I enclose check ( ) money order ( ) i n  amount 
of $, _____________________ . Or charge my 
AMEX ( ) MASTE RCARD ( ) VISA ( ) 
credit  card no .  ______________________ __ 

expi r ing _______ . NY res idents add sales tax . 

Name ______________________________________ _ 

Address ____________ . ________________________ _ 

City _______________ State _____ Zip _____ _ 

For earlier'-delivery, call toll-free 1-800-3 34-08 5 4  extension 8 5 4 ,  7 days ,  24 hours . 
�-�--------------------------------------� 

© Pleasantv ll le Plan 1982 



Business Briefs 

Foreign Exchange 

Germany's Poehl calls 
for dollar collapse 

West Gennan Bundesbank governor Karl­
Otto Poehl told a bankers ' meeting in Paris 
Nov . 29 that "a major shakeup in the values 
of key currencies seems imminent ,"  and in­
dicated that the "expected the changes to 
center on a drop in the dollar caused by the 
widening U. S .  current account deficit . "  

Poehl , added that he "looked forward to 
a correction of the long period of overval­
uation of the dollar , which he claimed had 
"accentuated economic difficulties in the rest 
of the world . . . .  " . 

Poehl said that he would welcome "a 
new appraisal of the markets , "  a statement 
that the London Financial Times correctly 
characterized in its coverage as "a barely 
disguised central bankers ' desire for a change 
in the international exchange-rate balance . " 

Should a dollar collapse be engineered, 
it would put enonnous pressure on President 
Reagan on the issue of the budget deficit, 
and would also lend badly needed credibility 
to a central bankers' bid to force selective 

, bailout packages on nations that are now 
critical for organizing a general detonation 
of the "debt bomb" against the central pri­
vate banking system . 

. 

World Trade 

Collapse accelerates 
in fourth quarter 

Respected economist T.  Nakamae of Ja­
pan ' s  Daiwa Securities reports that based on 
fourth-quarter figures,  world trade is now 
collapsing at an annual rate of 25 to 30 per­
cent . �f the current monthly rate of decline 
continues ,  at the end of 1 982 world trade 
will be down one-third from the correspond­
ing period of 1 98 1 .  The economist specified 
that Mexico is currently importing 20 per­
cent of what it imported one year ago , Brazil 
50 percent, and intra-OECD trade is drop­
ping at a rate of 10 percent or more . 

The chief economist of the General 
Agreement on Trade and Tariffs (GATT) in 
Geneva is now saying that world trade vol-
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ume has dropped by 4 to 6 percent in 1 98 2 ,  
taking into account the steady volume i n  the 
first six months of the year. However , GATT 
is now estimating a final figure of an 8 to 1 2  
percent drop, when the rapid decline of the 
last part of the year is included . " 1 983 will 
be even worse . . . .  With this tremendous 
financial crisis ,  domestic and international , 
with the uncertainty of trade after the GATT 
ministerial conference fiasco , we have six 
to eight months ahead of us to contain the 
financial crisis , and if we cannot , then we 
go into the downward cumulative spiral . "  

A n  economist at London' Schroeder's 
B ank summed up the situation: "We cannot 
see a recovery. In fact,  we tell people 1 983 
will be zero , but it is really getting worse 
and worse. To talk of recovery is just an act 
of faith . I don't  believe any more . "  

Developing Sector Credit 

Brazil's problems with 
banks unsolved 

New York and London banking sources 
shrugged off President Reagan' s  announce­
ment Dec . 1 of a $ l . l  billion Federal Re­
serve loan package for Brazil ,  noting that 
large commercial banks are still hesitant to 
extend large commercial credits to the 
world ' s  biggest developing-sector debtor. 
The biggest stumbling block , bankers say , 
is the more than $ 1 0  billion of Brazilian 
borrowings from New York banks through 
the New York agencies of Brazilian banks . 

This extra short-tenn debt is a gray area, 
and it is not clear whether it is part of, or 
additional to , the $90 billion total Brazilian 
debt otherwise reported. Since September, 
banks have sought frantically t() consolidate 
these lines , some of which are overnight 
Federal funds .  

Even i f  the Federal Reserve and possible 
International Monetary Fund official credits 
bring Brazil through this year, and the $4 
billion still due in various payments obliga­
tions , bankers see no hope whatever for 
1 983 . The present rapid decline of Brazilian 
imports will rapidly cut into the country ' s  
ability t o  export , bankers worry , destroying 
the government ' s  projected $6 billion trade 
surplus for next year . 

IMF offi6als ,  meanwhile . warn that the 

$5 . 8  billion figure for an IMF loan circulat­
ed by both Brazilian and U . S .  officials rep­
resents "wishful thinking , "  since it pre­
sumes an increase in Brazil ' s  IMF quota. 

u.S.  Economy 

Hyperinflation for 
the United States? 

Washington circles report heavy lobbying 
by White House advisor James Baker III as 
well as (unrelated) Sen. Howard B aker, the 
Senate Majority Leader, for a major de­
crease in interest rates .  The two RepUblican 
leaders argue that it is impossible to contain 
the federal budget deficit , now estimated at 
$ 1 50 to $200 billion for the current fiscal 
year-which means total net federal bor­
rowing of over $250 billion when off-budget 
items are included . Only a major expansion 
of internal credit can finance the deficit , they 
say , which means a major drop in interest 
rates is required. 

In a Nov . 29 commentary , the Swiss 
financial daily Neue Zuercher Zeitung 
warned of "economic landmines , "  in the 
U. S .  budget situation . If the United States 
attempts to finance the $200 billion budget 
deficit thorugh credit expansion , the Swiss 
paper said, "the twin evils of unemployment 
and inflation will raise their heads more 
powerfully than eVer before . " 

Banking 

Cash-laundering scandal 
could get bigger 

The recent arrest of a branch-level Citibank 
account officer for failure to file federal re­
porting fonns on cash deposits over $ 1  0,000 
is only the initial step in what may become 
a much broader investigation of drug-money 
laundering through New York banks,  EIR 
has learned . 

According to sources , bank-manage­
ment officials must have known of the cash 
deposits. All standard bank-accounting 
computer systems automatically distingUish 
between cash deposits and those made by 
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check or other paper transfer; and it is a 
standard feature of such systems that they 
produce a report of all cash deposits over 
$ 1 0,000 in the course of a normal process­
ing of a day ' s  transactions .  

I f  large cash deposits were recorded as 
check deposits , the branch concerned would 
have an accounting imbalance , i . e  . •  more 
cash and fewer checks than it could account 
for, a situation which would have to come 
to the attention of senior officials . 

The source added that commodity trad­
ers ' accounts were most likely to be used for 
this type of cash-laundering activity , since 
these accounts use computerized money­
transfer systems frequently . After a large 
cash deposit is made , the branch officer can 
notify money-transfer operations at the bank 
of the increase in the available balance , and 
the funds could be transferred out of the 
country within minutes .  

Far East 

Chinese shifting 
economic priorities 

Following the strong showing by the armed 
forces and proponents of heavy industry at 
September' s  Congress of the Chinese Com­
munist Party , Peking is now showing signs 
of retreating from its austerity course and 
shifting economic priorities back toward 
heavy industry and infrastructurru develop­
ment . The changes were embodied in the 
new Five Year Plan , the product of a long 
and intense debate within the factionalized 
Chinese leadership, delivered by Premier 
Zhao Ziyang jt. the early December National 
People ' s  Congress (NPC) in Peking . 

While paying lip service to the "correct­
ness" of the recent policies . Zhao declared 
that emphasis would be placed on energy 
and !fansportation infrastructure . "Large 
projects" which had been abandoned would 
be started up again . Zhao said that over the 
next five years, 400 large- and medium-sized 
projects would be completed and 490 more 
started . Among the projects expected to be 
started soon are two nuclear reactors for the 
provinces ofGuangdong and Zhejiang , con­
struction of new petrochemical factories , re­
vival of the Baoshan steel works near 
Shanghai, and railway and port expansion 
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and modernization . Peking also plans to  in­
vest more in the exploitation of abundant 
petroleum and coal reserves .  

China i s  counting on increased foreign 
investment , especially from Japan, to fi­
nance such development, but also may draw 
on substantial foreign exchange reserves . 

Debt Picture . 

Ibero-America discusses 
joint renegotiation 

The feasibility of joint renegotiation of lb­
ero-America 's  debt was a principal topic of 
discussion at the week-long meeting of the 
Latin American Federation of Banks which 
ended Dec . I in Buenos Aires .  The federa­
tion is a grouping of private banking asso­
ciations from around the continent . 

In his speech the head of the federation, 
Fernando Londono, called upon the govern­
ments of Ibero-America to jointly confront 
the problem of their $300 billion debt What 
is at stake is not "one more indebted coun­
try , but that all of us are receiving the same 
unjust treatment and the same pressures,"  
he said . Londono, a Colombian, had invited 
the Secretary General of the Latin American 
Trade System (SELA) , Carlos Alzamora, to 
attend the bankers meeting , during the lat­
ter 's  visit to Colombia in mid-November, 
for talks with President Belisario Betancur. 

Alzamora, who has been traveling 
throughout the continent organizing for joint 
debt renegotiations ,  said yesterday in Mex­
ico,  where he was attending the inaugura­
tion of President de la Madrid, that individ­
ual action has not "produced any results for . 
any of the countries of the region, whether 
large , medium or small . Only joint action 
can give Latin America the sort of negoti­
ating clout that it has never before enjoyed" 
Alzamora said . 

In sharp contrast to the stances adopted 
by Alzamora and Londono , Argentina' s  Fi­
nance Minister, Jorge Wehbe, who gave the 
opening speech at the bankers' meeting in 
Buenos Aires,  emphatically rejected the no­
tion of nations unifying to "declare a unilat­
eral debt moratorium upon our creditors . "  
Wehbe insisted that the international banks 
will agree to postpone deadlines instead . 

Briefly 

• THE GROUP OF 10 meeting in 
Paris will add another $7 billion to 
the existing General Arrangement to 
Borrow among major nations-a far 
cry from the $25 billion emergellcy 
fund bandied about by the United 
States at the September International 
Monetary Fund meeting in Toronto . 

• THE IMF'S Interim Committee 
meeting will likely be in January , not 
April , accelerated in an effort to speed 
the collection of funds for a big IMF 
quota increase; funds , however, will 
not be useable at earliest until 1 984. 

• U.S. AUTO PRODUCTION fell 
in November 6 percent from the year­
earlier level,  and 5 percent below in­
dustry plans , at 395 ,000 units .  

• WEST GERMAN interest rates 
fell Dec . 2 when the Bundesbank 
lowered the discount rate and lom­
bard rate 1 percent, to 5 percent and 
6 percent. 

• OPEC oil production will fall to 
only 1 0  million barrels a day from the 
present 1 8  after the winter production 
peak, British oil analysts are predict­
ing , with a major price decline to 
follow . 

• ARGENTINA'S $750 million 
credit from the Bank for International 
Settlements has been delayed , as 
bankers protest the country ' s  de facto 
debt moratorium on $5 . 5  billion of 
external debt. 

• CAPITOL HILL is seriously 
considering a payment-in-kind 
scheme, which is designed to get U . S .  
farmers t o  reduce crop production by 
paying them with government owned 
grain stocks . Using warehouse re­
ceipts,  farmers could then sell the 
grain in storage at market prices . The 
failure of a similar scheme 1 5  years 
ago is not fazing the Agriculture 
Secretary . 
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�TIillSpecialReport 

Egypt's fight to 
become the Japan 
of the Middle East 
by Thierry Lalevee,  Middle East Editor 

The publication of the following Special Report has one primary objective : to 
create a debate as wide-ranging as possible on the issue of the economic develop­
ment of and the future of the nation of Egypt . Countries such as the United States ,  
France ,  and Japan have a very special role to play in ensuring that Egypt becomes 
a "new Japan" in the Middle East by the year 2000 , adopting policies which equip 
it to serve as a political and economic stabilizer in the region as it works toward 
achieving its nation-building goals . 

There can be no peace in the Middle East without real economic development, 
which lifts the population above its present concerns , above the blood and soil 
mentality which has ruled for the past 30 years . Hence , an accelerated Egyptian 
development based on the most modem technologies ,  the Qattara Depression plan 
to green the desert , the building of new industries , and the founding of new cities ,  
will be the real catalyst for peace through9ut the region . 

Egypt is in a crucial period of its history . The 1 952 revolution did away with 
British military occupation and the degenerate Farouk monarchy which it had 
supported . For a short period , Nasser ' s  leadership accomplished total economic 
and political sovereignty , exemplified by the 1 954 creation of the Non-Aligned 
Movement , of which Egypt was a founding member . But ,  systematically cut off 
from any significant transfer of technology for years , exhausted by wars orches­
trated from London , and swindled by the Open Door policy initiated in 1 974, 
Egypt today has fallen under foreign economic control as in the times of the 
infamous "caisse de la dette" imposed on the khedives by the British-controlled 
Compagnie de Suez and its banking consortium . The Compagnie de Suez may 
have been nationalized , but the caisse de La dette still exists , albeit with new 
names: the International Monetary Fund , the World Bank , Wall Street, the Lon­
don-based banks , and their various Malthusian agencies , such as the State Depart­
ment ' s  Agency for International Development , which are committed to keeping 
Egypt backward . 

Along with many other developing nations Egypt is today fighting a battle for 
survival , a battle aimed at recovering its economic sovereignty . Egyptian officials . 
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President Reagan meets with Egyptian President Mubarak at the White House in early February of this year. Egypt needs the support of the 
United States for Egypt's high-technology economic growth which is essential to Egypt' s emergence as a political and economic stabilizer 

of the Middle East.  

have characterized this battle as a fight against the mafia,  
those who benefitted from the huge speculative bonanza cre­
ated by the Open Door policy , and who will use domestic 
strife , terror, and assassination , to maintain their looting 
privileges .  As Interior Minister Hassan Abu Basha told the 
Egyptian People ' s  Assembly following the Oct . 4 vote to 
extend for another year the emergency imposed after Sadat ' s 
assassination : "There is a foreign force which directs finances 
and plans for terrorism here . "  This foreign force is centered 
in London , as our following report on the Egyptian mafia 
documents , and ties into a vast Mediterranean-wide network 
which is attempting to crush Egypt through both political 
terrorism and the kind of economic warfare that we show is 
the essence of the Open Door policy.  

The Leibniz project 
Egypt cannot win this war alone . It can do so only if the 

spirit of Great Projects is re-awakened in Europe and the 
United States . After existing for 10 ,000 years , Egypt was 
created as a modem nation-state by an international humanist 
conspiracy,  the same kind of consortium which established 
the American republic as a counterpole to British imperialism. 

The father of modem Egypt was Gottfried Wilhelm Leib­
niz , the 1 7th century German philosopher who , in a 1 674 
memorandum to France ' s  Louis XIV , called for a military 
intervention to free Egypt from the decadent rule of the Ot­
toman Empire . In undertaking such an expedition , said Leib­
niz , France would be opening the channels for direct contacts 
among Europe , Africa ,  Western Asia, and Asia, and could 
use such channels to effect technology transfers from Europe 
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to the less developed regions of the world . Egypt , stressed' 
Leibniz,  was the key to peace in the Mediterranean region . 

Leibniz ' s  project was in General Bonaparte' s  suitcase 
when he landed in Egypt in 1 793 ,  accompanied by scores of 
scientists from France' s  outstanding institution of scientific 
education , the Ecole Poly technique . One of these was Gas­
pard Monge , who took on the task of building Egypt as an 
industrial nation , with a developing national economy and a 
strong central government, throughout the French occupa­
tion . Monge ' s  work was partially realized during the follow­
ing reign of Egyptian nation-builder Mohammed Ali . 

The situation of Egypt today is different , yet the battle 
for its national development must be waged in the same spirit. 
Egypt maintains its ideal of development and a better life for 
its population , but the advanced sector economies are sinking 
into economic crisi s ,  and a dangerous abandonment of moral 
responsibilities to the developing sector has accompanied the 
economic woes of the industrialized nations . 

Steps taken now to ensure Egypt' s  role as regional stabi­
lizer are a proper place to begin to reverse this situation, not 
only on behalf of Middle East peace, but in full appreciation 
of Leibniz ' s  view of Egypt' s  strategic importance interna­
tionally . President Mubarak' s  recent trip to India underscores 
Egypt' s  importance to the Non-Aligned Movement as a whole . 
Similarly,  the collapse of the Organization of African Unity 
summit in Tripoli in the last week of November underlines 
the need for new orientations in Africa. An organization 
devoted to the development of that continent must be created, 
and Egypt , along with countries such as the Ivory Coast , 
Nigeria,  and others , has a key role to play . 
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· President Mubarak 's top security 
problem is Egypt's economy 
by Judith Wyer 

In the spring of 1 982 the Central Bank of Egypt negotiated 
its first Eurodollar market loan since 1 977 . Though Cairo has 
not revealed the purpose of the $200 million standby revolv­
ing credit , the prime reason for the loan stems from increased 
illegal capital flight which has aggravated a decline in badly 
needed foreign exchange and Egypt ' s  balance-of-payments 
deficit. 

Capital flight is organized internationally by the London­
centered black nobility through its unregulated "offshore" 
banks as an economic warfare weapon against the develop­
ment potentials of countries such as Egypt . Earlier this year 
former Mexican President Jose Lopez Portillo attacked the 
financial mafias which facilitated the flight of $20 million of 
badly needed capital from his country , for sabotaging the 
developing sector economies .  

The capital-flight problem i n  Egypt is one o f  the chief 
results of the so-called Open Door economic policy which 
self-professed British agent Henry Kissinger and David 
Rockefeller sold to the late Egyptian President Anwar Sadat 
in 1 974 . The economic problems visited upon Egypt by this 
free-enterprise scheme today threaten to destroy the nation ' s  
development potential unless the Open Door policy i s  re­
versed immediately . In the months leading up to his Oct . 6 ,  
1 98 1  assassination , Egyptian President Anwar Sadat had be­
gun to take steps toward cleaning up the pervasive corruption 
and rampant speculation which the Open Door policy had 
invited and which were then major factors in the drain of 
foreign exchange . 

Under the Open Door policy a parallel economy based on 
illegal drug trafficking , smuggling , and speculative financial 
activities developed , as the agro-industrial based economy 
build in Egypt after the 1 952 revolution stagnated . The Open 
Door policy had its greatest impact in four areas: 

• The establishment of the offshore unregulated banking 
system. Egypt today has scores of unregulated foreign banks 
which function as a parallel banking system to the Egyptian 
state system which Gamal Abdul Nasser created with the 
nationalization of the banks in 1 956.  

• The effective de-nationalization of Egypt ' s  land . 
Thousands of acres , in some cases in the heart of the vital 
food-producing area of the Nile Delta , have been taken over 
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by a mafia of land speculators . 
• The establishment of free-trade zones,  essentially 

sweat-shop districts created to break Egypt ' s  labor laws,  a 
product of the regime of revolutionary Egyptian leader Nas­
ser. The free-trade zones are today centers of smuggling and 
their warehouses are storage facilities for illegal drugs , prin­
cipally from Lebanon . 

• Through the Open Door policy ' s  so-called privatiza­
tion of Egypt ' s  state-capitalist economy , the AlexandRan 
mafia, which maintains ties to the degenerate Farouk mon­
archy which Nasser overthrew , has regained a stranglehold 
on the Egyptian economy . 

Sadat's  moves to close the door 
Shortly before his death Sadat , attempted to plug some 

of the holes in the offshore banking system through which 
flight capital escaped the country , and adjust the conversion 
rates of the Egyptian pound through the notorious black mar­
ket . A month before his death , Sadat ordered his Minister of 
Finance Abdul Razak Abdul al Meguid to call a meeting of 
the Bankers Club , the group of foreign banks operating in 
Egypt . Meguid delivered a shocking message to the banks: 
stop speCUlating on Egypt ' s  economy by taking out more 
capital than is being invested . 

These and other actions by Sadat suggest that he was 
coming to realize that the Open Door policy,  which he had 
implemented in 1 974 as the economic companion of the 
Egyptian-Israeli peace treaty, was a failure . The Open Door, 
patterned on the Milton Friedman school of free enterprise 
economics , was sold to Sadat as the means to revitalize Egypt's  
economy after a decade of war beginning in the Yemens and 
ending with the 1 973 Arab-Israeli war. 

Sadat , a clever peasant who was more concerned with his 
jet-set image than economics ,  believed that the transforma­
tion of Egypt ' s  state-capitalist economy into a free-enterprise 
system would relieve the pressures of worsening cash-flow 
crises and the related mounting short-term debt servicing. 

But this very poliC'; was what killed Sadat and today 
poses a threat to the life of President Hosni Mubarak. From 
the very beginning Sadat surrounded himself with influen­
cials of British sympathies ,  including his half-British wife 
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Jihan , who were committed to destroying the nation-building 
achievements of Nasser, and returning to the looting and 
speculative system that prevailed under King Farouk. 

Mubarak has repeatedly pledged to his countrymen that 
his number one priority is -rescuing Egypt from the economic 
crisis which has developed over the past decade . In order to 
accomplish this task, Mubarak is confronting a mafia whose 
power has multiplied under the Open Door policy.  Unlike 
his predecessor Sadat , who refused to heed countless warn­
ings of an assassination plot against him in his last days , 
Mubarak is proceeding cautiously against the so-called Al­
exandrian mafia. 

Capital flight and speculation 
Since 1 974, Egypt' s  economy has been transformed from 

one whose wealth was generated from production of tangible 
goods,  to a rentier-service economy (see Figure 1 ) .  Over this 
period, Egypt' s  industry and agriculture has stagnated , and 
its infrastructure seriously decayed . 

It is conservatively estimated that as a result of the Open 
Door policy over four times as much capital is circulating 
within the Egyptian private sector as in the debt-strapped 
public sector. This free-floating pool of private capital is the 
source of to day ' s  rampant speculation , primarily on Egypt ' s  
meager habitable lands , but also on the profits o f  the growing 
illegal drug and contraband trade , run through the free-trade 
zones established as part of the Open Door policy . 

Only 4 percent of Egypt ' s  total land mass is naturally 
habitable , and since the time of Nasser the government has 
been fighting to reclaim land from the barren Egyptian desert 
to provide living space for Egypt ' s  rapidly growing 
population . 

And yet , under the Open Door economic policy thou-

Figure 1 
Egypt's foreign exchange earnings 1974-1980 
($ millions) 

Merchandise 
Petroleum . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
All other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Percent petroleum . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Services 
Suez Canal . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Tourism . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Worker remittances . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Other services . .  - , . , . . . . . . . . . . . . . . . . . . . . . . . . . .  , . . . . , ' , . 

"Rent" (services + petroleum)/total foreign exchange . . . .  

Source: Central Bank of Egypt 

1974 

1 04 
1 67 1  

6% 

265 
1 89 
255 

33% 

sands of valuable acres of land were handed over to the 
Egyptian mafia and its Persian Gulf and Mediterranean allies 
for "real estate" development . These lands have changed 
hands quickly in a series of speculative real estate swindles .  
Wheeler-dealers like the Egyptian-born Roger Tamraz gained 
control of 10 ,000 acres of arable Nile Delta land under Sadat . 

According to an Egyptian diplomatic source , Mubarak 
has quietly expropriated some of the land which fell into the 
hands of the mafia, and one of his first priorities was to level 
the estate of construction magnate Osman Ahmed Osman, a 
mafia kingpin . 

Almost every major category of foreign exchange-earn­
ings-tourism, foreign-workers remittances , transit fees from 
the Suez Canal-has dropped this year, further exacerbating 
the decline in Egypt' s  foreign-exchange reserves and the 
country' s  balance-of-payments crisis . This ,  in part , is a func­
tion of the onset of a world economic dep�ession . But the 
Egyptian mafia which is now under attack from Mubarak is 
also wittingly contributing to the crisis . 

Shortly after Mubarak announced the extension of martial 
law on Oct . 3 ,  he escalated his corruption purges with �e 
trial of Esmat Sadat, the half-brother of Anwar. At that time 
a massive amount of capital fled Egypt. So intense was the 
capital flight that the value of the dollar soared by 1 5  percent 
against the value of the Egyptian pound on the black market, 
indicating a massive dollar-buying spree . The dollars then 
fled the country via the numerous offshore banks to safe 
haven in such places as Switzerland . 

As a result of the inflated value of the dollar on the black 
market , foreign Egyptian workers began to remit their earn­
ings through the black market as opposed to the official state­
run Egyptian banking system , causing a further decline in 
foreign-exchange deposits .  

1975 1976 1977 1978 1979 1980 (est.) 

1 64 268 600 688 1 347 2650 
1 402 1 34 1  1 392 1 296 1 1 65 1 350 
1 0% 1 7 %  30% 35% 54% 66% 

85 3 1 1 428 5 1 4  589 7 1 0  
332 464 728 702 60 1 680 
365 755 896 1 7 6 1  22 1 4  2750 
298 447 500 469 677 (700) 

53% 63% 69% 76% 82% 85% 

*Non-petroleum merchandise exports include in order of importance: raw cotton, textiles, other agricultural products (onions , potatoes, rice fruit) , 
processed goods. other. 
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Figure 2 
Egypt's population and employment, 1975- 1980 

1975 1976 1977 1 978 1 979 1 980 

Population* . . . . . . . . . . 3 7 . 2  37 . 9  38 . 7  39 . 8  4 1 . 0  42 . 3  
Employment* * . . . . . .  . 9 . 606 . 2  9 , 645 . 6  9 , 885 . 5  1 0 , 2 1 6 . 3  1 0 . 694 . 1 1 1 ,056 . 6  

* millions 
* * hundreds of thousands 
Source: U.S. Egyptian Busine,s Revie" 

According to a State Department source , Egypt ' s  foreign­

exchange reserves have dropped by nearly half i n  the past 

year . 

The source of these problems is Law 43 . approved in 

1 974 by the Egyptian parliament . Law 43 created the unre­

gulated free-trade zones and offshore banking fac i l ities . A 

U .  S .  Treasury Department source reports that the law ena­

bled a quickly-growing array of foreign banks i n  Egypt to 

operate without any reserve requirements or restrictions on 

interest rates for lending . The banks , the source said , were 

making gigantic profits on vi·rtual usury , by borrowing mon­

ey abroad at one i nterest rate and then relending in Egypt at 

a far higher rate . This is one of many aspects of the Open 

Door policy which has contributed to Egypt ' s  rising rate of 

inflation , now estimated to be at 30 percent .  

No long-term investment 
Of all the bil l ions of dollars that have floated into Egypt 

through the Open Door . none have been put into long-term 

investment for basic industrial and agricultural development .  

These funds have instead been gobbled up in inflationary 

schemes such as real-estate boondoggles and touri s m ,  with 

short-term returns the primary goal of investors . 

After the 1 974 oil  price rise , S adat hoped that b i l l ions of 

new petrodollars would underwrite Egypt ' s  development . 

Thi s  was the intention of the Gulf Organization for the De­

velopment of Egypt (GODE ) .  B ut official  Gulf state s '  finan­

c ial aid to Egypt was halted with Egypt ' s  signing o f  the Camp 

David Treaty . However , private Gulf money continued to 

flood Egypt , all  of i t  for useless short-term specul ative in­

vestment.  a development which has caused some discord 

between Cairo and Gulf investors . 

Over the past four years , close to 1 00 hote l s  and resorts 

have been built  in  Egypt . a country which faces a housing 

shortage conservatively estimated at 750,000 units in 1 98 1 .  
So severe i s  the overcrowding and hous ing shortage in Cairo 

that tens of thousands of homeless vagrants l ive in the Cairo 

cemetary which has come to be known as the City of the 

Dead . 

Before 1 974 and the Open Door policy , Egypt did not 

even have a mini stry of touri s m .  Today , that mini stry i s  

considered t o  b e  one of the most powerfu l .  As a n  Egyptian 
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diplomatic source recently warned,  the spread of resorts , 

casinos . and hote ls  is another front for organized crime in 

Egypt . 

The food weapon 
The greatest vulnerab i l ity of Egypt today is its growing 

dependency upon foreign food imports . Over the past decade 
Egypt ' s  food-producing capabi l ity has stagnated , while the 

nation ' s  food demand continues to c l imb by approximately 4 
percent a year . 

The availabil ity of food , notab l y  bread . is probabl y  one 

of the most delicate i ssues of Egypt ' s  internal l ife .  The term 

"bread riot" was coined in Egypt , a nation which throughout 

its long history has been plagued by such riots in  time of 

economic crise s .  The eruption of bloody street riots in  Janu­

ary 1 977 after then-Finance Minister Abdel Moneim Kais­

souni announced a cut in  state food subsidies attests to the 

volit i l i ty of the issue . 

S ince 1 977 , Egypt has been operating on a narrow margin 

with respect to its  food reserves .  Because of inadequate stor­

age facil ities and a below-standard distribution network Egypt 

maintain s  only a seven-day stockpi le  of staples , primarily 

wheat . Last year for the first t ime , the total amount of im­

ported food was over half the total food consumed in the 

country and thi s  year Egypt is expected to i m port even more . 

For 1 982 Egypt ' s  wheat production w i l l  drop 0 . 1 m i l l ion tons 

to 1 . 8 mil l ion . Its imports w i l l  c l imb from 5 . 9  to 6 . 3  m i l l ion 

tons . 

Food subsidies , amounting to around $2 . 5  b i l l ion a year, 

are one of the largest expenditures of the state budget . As 

Mubarak know s , a worsening balance-of-payments crisis 

could jeopardize Egypt ' s  abi l ity to pay out subsidies . The 

1 977 riots showed that th is  is a serious security matter.  and 

hence Mubarak has stood by his  decis ion not to cut food 

subsidies . 

Nonetheless the cl ique of tlnanciers and bankers advis ing 

Mubarak on economic policy is urg ing Mubarak to immedi­

atel y  cut food subsidies and begin to se l l  off the state sector. 

Kaissouni , known as the Talleyrand of Egypt . is part of this 

anglophi l ic nexu s ,  as i s  Mustafa Khal i l , and Mubarak ' s  In­

vestment Minister Wagih S hindy . Thi s  grouping i s  associ­

ated with the Arab International B ank . 
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The debt question 
With a balance-of-payments deficit which could climb 

from $4 billion to $5 billion this year, Mubarak' s  regime is 
now struggling to meet necessary budgetary expenditures 
like subsidies without engaging in more foreign borrowing . 

Beginning in July 1 982,  Egypt will start to come under 
new financial pressures,  as medium-term loans from the Gulf 
Organization for the Development of Egypt came due . These 
loans were made to Egypt shortly after the 1 977 bread riots , 
to help resolve a serious cash-flow problem which had arisen 
from mounting short-term debt servicing . This year ' s  budget 
allocates about $ 1 . 2 billion for debt servicing , more than 55 
percent up from debt-service payments last year . 

Shortly after taking office as Egypt ' s  new Economics 
Minister, Mustafa Kamal Saeed told the press :  "We have not 
reached the stage of economic crisis . We are paying all our 
debts on time . "  But previews of Egypt ' s  new budget show 
that the economic team under Prime Minister Fuad Mohid­
dine is looking for ways to quickly attract the free-floating 
capital in Egypt into financing the mounting balance-of-pay­
ments deficit . In early November Mohiddine announced 
Egypt' s  new five-year plan . He stressed that the plan ' s  main 
purpose is to limit the service sector of the economy and 
encourage investment in agriculture , energy , industry , and 
construction . The Mubarak regime is working to encourage 
increased savings in domestic banks , which will give these 
banks the reserve base upon which to finance the deficit. The 
Central Bank is also .increasing taxes and customs duties in 
order to increase state revenues . 

In order to make the Open Door policy look good to an 
Egyptian population which saw its standard of living decline 
while the rich got richer, Sadat ' s  economic czar Abdul Me­
guid lied about the state of the economy , presenting a rosy 

. picture of economic growth . When Mubarak assumed power, 
he promptly ousted the scheming Abdul Meguid and appoint­
ed a team of technocrats to assess the actual state of the 
economy . Mubarak has adopted the policy of telling his peo­
ple the truth about the economy . One of the first initiatives 

Figure 3 
Egyptian trade and debt indicators 
(in billions of dollars) 

1 .  Total import bill . . . . . . . . . . .  . 1 980 
1 98 1  

2 .  Total export earnings . . . . . . . 1 980 
1 98 1  

3 .  Total external debt . . . . . . . .  . 
4. Foreign exchange . . . . . . . . . . .  June 1 982 

Sept . 1 982 
5. Foreign aid . . .  . . . .  . .  . . . .  . .  . 1 982 
Source: Economist Intelligence Unit , Quarterly 

Economic Review, Egypt 
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he took was to form a parliamentary commission to �tudy the 
viability of the free-trade zones , giving special attention to 
the Port Said zone , which is said to be a major illegal drug 
smuggling center. It was discovered that , over and above the 
massive drug trade , the government was losing millions of 
dollars in tariffs due to the smuggling of other contraband via 
these free-trade zones . 

The Muslim Brotherhood and the economy 
The issue of Egypt ' s  economic ills is being used by the 

fanatical sects of the pro-Khomeini Muslim Brotherhood 
which killed Sadat to fuel unrest against Mubarak. Behind 
these fanatics stands the British-centered neo-colonial circle 
which backed the Open Door policy .  London and the Inter­
national Monetary Fund hope to catch the Mubarak regime 
in between the free-enterprise mafia on the one side and the 
fanatical Brotherhood on the other , to destroy completely the 
republican form of government established in Egypt by Nas­
ser ' s  1 952 revolution . 

The Muslim Brotherhood, which ElR has documented to 
be the creation and tool of British intelligence ; has gained its 
strongest influence among Egypt' s  youth . It is for this reason 
that after the killing of Sadat , that Mubarak deployed troops 
to Egypt' s  universities . 

The vulnerability of the Egyptian youth to Muslim extre­
mism stems from a dangerously high rate of unemployment 
among youth . It is estimated that Egypt ' s  universities tum 
out 400,000 to 500,000 graduates a year. But only 20 percent 
are absorbed into the state sector and a fraction more into the 
military . The remainder are left no recourse but to leave 
Egypt if they wish gainful employment. A "brain drain" of 
educated scientists , engineers , doctors , and other profession­
als has reached crisis proportions . One of Nasser 's  highest 
priorities ·was building a broad educational system to train 
skilled and professional workers to run the industrial state he 
wished to build . But with the decline of Egypt ' s  industrial 
growth , some of the best brains in the Arab world are now 
scattered throughout Europe and North America . 

Instead of supporting the Cairo government ' s  efforts to 
expand the industrial base in order to expand employment 
opportunities , the International Monetary Fund and its allied 
U . S .  Agency for International Development (AID) advocate 
a Malthusian population reduction plan for Egypt (see inter­
view) .  These agencies are also pus?ing for lowering the wage 
level in Egypt , to spread the free enterprise zone system 
throughout the economy . 

As Figure 2 shows ,  the rate of Egypt ' s  population growth 
is increasingly outstripping the rate of growth of the work­
force .  Not only is the growing mass of unemployed youth 
potential prey for the Muslim Brotherhood , the peasant and 
farmer who has left his farm to come to the city are potential 
victims as well . At present Cairo is estimated to have up to 3 
million unhoused and unemployed . The city ' s  ancient infra­
structure is stretched to the limit as a result of the overcrowd­
ing problem. 
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Interview: Joseph Wheeler 

u. s. AID official : 'We are helping 
Egypt to end industrial growth' 

In early October, the weekly Egyptian economics magazine 
Al Ahram Al Iktasadi began a series of articles which were 
the first ever in the official Egyptian press to attack the U. S .  
State Department ' s  Agency for International Development 
(AID) . Al Ahram charged the massive AID bureaucracy in 
Cairo , the largest AID office in the developing world , with 
"penetrating" every aspect of Egyptian life and using re­
searchers and consultants to gather information on the na­
tion ' s  economy , trade unions , and other institutions . 

These articles could not have been published without 
approval from the highest le�el of the Egyptian government, 
since Al Ahram is known. to speak from the government. 
Their appearance is evidence of the simmering dispute be­
tween Cairo and Washington over the operations of AID in 
Egypt . 

Egyptian President Hosni Mubarak voiced his displea­
sure with the AID program during his visit to Washington , 
D. C .  in February of this year. Mubarak was reported to have 
urged the White House to "free up" the $ 1  billion-a-year grant 
to Egypt through AID and to allow Egypt to use these U . S .  
foreign aid funds free of AID' s  control .. 

Cairo would like U . S .  funds to go to such large develo­
ment projects as the Qattara Depression or the nation ' s  nu­
clear energy development program, for which financing is 
currently a problem. Funds channeled through AID cannot 
be used for nuclear development ,  according to AID' s  charter. 

This constraint indicates how AID operates as an arm of 
the International Monetary Fund , the World Bank , and these 
institutions ' population-reduction policies , in constricting 
funds to industrial and infrastructural development projects 
in the Third World. Numerous AID officials ,  such as former 
AID Deputy Administrator Joseph Wheeler (see interview 
below) , have voiced their disdain for Egypt ' s  stubborn 
determination to carry through with projects like the Qattara 
Depression , and large-scale land reclamation to build new 
cities and expand agriculture . In fact , the AID program start­
ed up on a large scale in Egypt to support the transformation 
of Egypt into a Hong Kong-style free-enterprise economy 
through Henry Kissinger's Open Door Economic policy . AID 
even helped facilitate the establishment of the free-trade zones 
which have been exposed since Mubarak came to power as 
havens of illegal drug and contraband smuggling . 
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In late October, the editor of Al Ahran al Iktasadi gave 
an interview to the Washington Post in which he stressed that 
his newspaper' s  AID exposes were not meant to stir up anti­
Americanism in Egypt . He urged that the Reagan administra­
tion establish a direct dialogue with Egypt on the nation ' s  
development objectives ,  and eliminate the mediation o f  AID 
in U . S .  grant disbursements . 

When Mubarak visited the United States last February he 
stated that he would return in early 1983 .  But Arab diplomatic 
sources now question whether Mubarak will come, since his 
second visit was premised on an improvement in Egyptian­
U . S .  relations ,  particularly economic .  Mubatak may instead 
make an early 1 983 visit to Japan . 

The following interview was granted to EIR in October 
1 98 1 ,  when Joseph Wheeler was number-two man at AID . 

Q: Mr. Wheeler, you headed the U . � . delegation to the 
January 1 98 1  Aswan Donors Conference, in which Egypt ' s  
creditors demanded economic reform and population control . 
What was the response by President Sadat? 
A: He was concerned about the problem of population growth 
and promised to do more , but explained to us that it is very 
difficult in Egypt to push family planning ; it creates political 
resentment against the government . 

Q: But many experts say that it is the reverse , that excess 
popUlation growth causes political instability . Is that what is 
happening in Egyptian cities now? 
A: We 've been saying for some time now that overpopUla­
tion and high growth rates are a major cause of political 
instability in Egypt and elsewhere . We 've been saying that 
expectations have been created which cannot be satisfied . 
Mrs . Sadat , who is working with us on the population ques­
tion , has said it, and badgered her husband about it . She ' s  
still working on  it .  

Q: Is the Egyptian government more ready to listen to this 
argument after the instability has become reality? 
A: Clearly an event like this which shows how deep the 
problems go , changes the conciousness of political leaders . 
We 're in a race against time . The fact is that there are popu-
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lation pressures all over Egypt. The fact is that there are three 
times as many people in Cairo than the city was designed for. 
The sewers are flooded , the infrastructure is collapsing . We 
have been trying to explain this for years to the Egyptian 
government . 

We've shown them our computer economic simulation , 
the "Rapid" program , [exposed in the May 1 2 ,  1 98 1 ,  issue 
of EIR-ed. ]  which explains what population growth will do 
to their economies ,  how the' breakdowns will occur. 

So we will use the fact of the new political situation in 
Egypt in any way we can to get them to speed up population 
control policies . We're going to try to show the "Rapid" 
program to President Mubarak again , to impress him with 
the seriousness of the situation . We' ve got Lennie Kangas 
from our population office over in Cairo now discussing new 
population programs .  There will be the same types of family 
planning. Of course we 've got to give President Mubarak 
time to consolidate , but we hope to move up the timetable if 
we can . 

Q: What is the State Department doing to encourage this? 
A: We are taking a hard look in international negotiations at 
their economic policy.  Clearly in a country such as Egypt , 
which is using foreign aid poorly , we have a need not to give 
more aid , but to ask that it be used better. 

Q: I understand that AID is funding most of the work of Dr. 
Phyllis Piotrow , the former director of the Draper Fund , who 
has just completed a study on the impact of industrial devel­
opment on excess fertility . In contrast to the prevailing notion 
that development helps reduce population growth rates , as it 
has in the United States and Europe , she now believes that 
the first phases of development greatly increase population 
growth by lowering death rates and improving nutrition . Do 
you believe in this light that Egypt should continue its heavy 
industry program? or does that have to be reversed to fight 
overpopulation? 
A: We do support Dr. Piotrow . Although I haven' t  seen her 
study personally , the answer is "Yes . "  In fact we have been 
doing some specific studies on Egypt on just this question of 
industrialization . Dr. Gustave Papanek , the head of the Eco­
nomics Department at Boston University , has just been out 
to Cairo on this for us and reached similar conclusions . His 
study says that it is true that over the past 20 years Egypt has 
been able to increase real GNP fast enough to have a real rate 
of rise in wages-that is ,  until now , the economy has been 
able to absorb all the new entrants into the labor force . 

However, if you look at this now , continuing the indus­
trial investment program only encourages people in the labor 
force now to have more children , and the huge number of 
children in Egypt now , aged 1 5  and under, w\lich is most of 
the population , soon will no longer be able to be absorbed . 

What is really needed is policies which do not subsidize 
high capital formation , high capital imports , and high-energy 
forms of production , the so-called "capital-intensive" types 
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of industry . These provide few jobs . For example, Egypt 
built a huge steel industry . This is very inefficient . They 
shouldn 't  build any more steel mill s .  But they want to , and 
furthermore they' re doing something even worse , they 're 
building a whole new industry , a new aluminum industry , 
which is based on high-energy consumption and low employ­
ment . That ' s  the most outrageous . 

What we're proposing , in every forum-we proposed 
this at the Aswan Donors Conference , and the International 
Monetary Fund proposes it, and we 're proposing it in bilat­
eral negotiations-is that they take that money and put it 
elsewhere , into labor-intensive industries which are much 
better suited to Egypt' s  capabilities .  Egypt should take the 
place of the labor-intensive economies of the 1 950s and 1 960s, 
which began from the ground up , l ike Hong Kong , Singa­
pore , Japan . They have no business trying to jump into heavy 
industry . They should move into the lower-intensity markets 
that Hong Kong and others are now vacating , like garment­
making , electronic assembly , agricultural commodities ,  and 
other labor-intensive light manufacturing . 

The problem is ,  Egypt is muffing it, because they subsi­
dize heavy industry-they subsidize everything , and what 
we 're saying to them is this has to stop . They subsidize 
interest rates , so the big state industries get money cheaply 
to build and no one saves , because rates are too low . They 
subsidize their textile industry at the expense of the agricul­
tural sector in cotton , because they slap in effect a 30 percent 
tax on the cotton farmer, who must sell his cotton to the 
textile mills at 30 percent below world prices . They subsidize 
food prices , so food is too cheap , food is way below world 
market prices . 

Q: What exactly does the United States want done about 
this? 
A: We're saying they spend over 4 billion Egyptian pounds , 
which at official rates is over $4 billion U .  S .  dollars , in their 
budget every year for these subsidies . We're saying we won't  
pay for this forever , that it has to be reduced , that they have 
to move to a market system. 

We want the Egyptian pound devalued to a more market­
consistent rate , that will lower imports . We want their interest 
rates , which are now below 1 3  percent , raised to world mar­
ket levels , which will &ring in foreign remittances from 
Egyptian workers abroad . We want the food-subsidy pro­
gram phased out , we want an end to general cheap food 
prices . They will have to import less food . That means they 
will have to start paying Egyptian farmers more to grow 
wheat , rice,  and other food they now import . To do this , they 
will have to get rid of general subsidies and move to a much 
smaller program which gives out small , limited subsidies to . 
the very poorest , like food stamps . They ' ll have to force the 
rest of the population to pay the real world price of wheat . 

We 're saying , "slow down the subsidization of a heavy 
economy which Egypt cannot afford , and you will slow pop­
ulation growth . "  
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A nation-building economic program 
in the spirit of the Nasser years 

by Ramtanu Maitra 

Within the next 25 years , the nation of Egypt could become 
the Japan of the Middle East-the source and supplier of 
modem technologies and even skilled scientific labor to its 
neighbors throught the region . This transformation of Egypt 
through industrial and technological development is in fact 
the only alternative to continued economic stagnation , polit­
ical weakening , and probable destruction of the Egyptian 
nation . 

The economic development path charted by India in the 
decades following Independence provides a good model for 
today ' s  Egyptian leadership . India 's  first and second Five 
Year Plans,  developed by Prime Minister Jawalharlal Nehru , 
concentrated on the upgrading of India ' s  huge manpower 
resources , and laid the foundations of the country ' s  heavy 
industrial base . Under President Nasser, Egypt followed a 
similar course, later abandoned . It is to the tradition of Nehru 
and Nasser which Egypt must return today . 

Egypt' s  industrial history goes back to the days of the 
dynamic ruler Muhammad Ali in the 1 830s . Under Ali ' s  
leadership, Egypt' s  textile industry was automated with state­
of-the-art technology . This industrial development, how­
ever, was cut shQrt when Muhammad Ali was destabilized 
by the corrupt Ottoman Empire with the help of the British, 
whose textile industry was not ready to face a challenge from 
Egypt . After Ali , industrial development in Egypt continued 
only in spurts . 

Gamal Abdel Nasser 's  rise to Egypt ' s  leadership in the 
1 950s soon after the Egyptian monarchy was overthrmyn , 
marked the beginning of Egypt ' s  20th-century efforts to pur­
sue its goals of industrialization. Due to Nasser ' s  efforts , 
Egypt today boasts a cadre of engineers , scientists , techni­
cians , and skilled industrial workers larger than any nation in 
the Middle East. Since Egypt is not bestowed with nature ' s  
mineral bounties ,  its major strength lies i n  this available 
educated and technologically developed manpower without 
the help of which no development can succeed . 

The economy's major weakness 
Two major weaknesses presently plague the Egyptian 

economy . These are lack of irrigated cultivable land and the 
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nation ' s  weak infrastructure . 
Most of Egypt ' s  present-day population is concentrated 

in the Nile Delta region in north Egypt near the Mediterra­
nean . The Nile flows south to north , and sp�its Egypt into 
eastern and western segments . Both sides of the river lie 
barren and practically uninhabited . 

. 

At the northwest comer, about 50 miles south of the 
Mediterranean Sea, the massive Qattara Depression lies dry 
and fallow . The bottom of this depression , composed of 
pleistocene marIe , limestone , and other sedimentary tocks , 
is 450 feet below the Mediterranean Sea level . Construction 
of a canal or multiple canals by using high-powered and well­
tested small nuclear explosives could connect the depression 
to the Mediterranean quickly and at about half the expense of 
conventional canal-excavation method, . Connecting this 
4 ,250-square-mile depression area to the Mediterranean will 
create resources which Egypt lacks today . Instantly the rush­
ing water will start filling up this depression , a flow which 
can be used for generating electricity for industrial and do­
mestic use . With proper engineering , peak-load hydropower 
deveIoment of up to 1 0 ,000 MW capacity can be achieved 
within the next decade . 

Greater benefits from filling the depression will follow 
soon . Over a period of about four decades , a dramatic meta­
morphosis will occur in the region . The dry brown sand 
which surrounds the great depression will become fertile and 
a large part of the barren Western Desert will be transformed 
into an agriculturally productive region . Industry will begin 
processing the salt and other mineral matters entering the 
depression with the seawater. These raw materials can serve 
as the basic products for petrochemical and fertilizer facto­
ries . The creation of a man-made lake will also make it possible 
to tap underlying formations of crude oil and natural gas . 
After the filling , a fishing industry will be created in the 200-
mile-long and 6O-mile-wide lake . 

The canal , which will stretch from the Mediterranean 
coast to the intake structure , will serve as a construction 
harbor and then possibly as part of transshipment point for 
ocean-going ships . In another 40 years , the region surround­
ing Qattara Depression will bustle with life and vitality that 
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one associated with the densely populated region around the 
Nile River Delta . 

A number of preliminary studies have been made and the 
Egyptian government has formed the Qattara Development 
Authority to oversee an upcoming feasibility study to be 
undertaken by a technical team. There are indications that 
the government has decided to give top priority to the project. 

New power resources 
Cheap and abundant electrical power will be essential for 

building up modem Egypt . 1 0 ,000 MW of electrical power 
generated by the Qattara Hydroelectric Power Station will 
help build up areas around the Qattara Depression with new 
industrial townships and reclaim land for agricultural use . 
However, to set up an adequate industrial base across the 
nation much larger amounts of electrical power are needed. 
This must be done by installing nuclear-based agro-industrial 
complexes along the coast of the Red Sea and around the 
Delta area . These complexes ,  known as nuplexes , will enable 
Egypt to desalinate the Red Sea water cheaply . 

In 1 964 , the U .  S .  Oak Ridge National Laboratory worked 
up the details of the nuplex concept for the Middle East. The 
mid- 1 950s Strauss-Eisenhower plan , named after the first 
chairman of the Atomic Energy Commission and the U . S .  
President , called for the construction of a nuplex on the 
southeastern Mediterranean coast , to be jointly owned and 
managed by Israel and Egypt . Although this plan was not 
implemented , Egypt is presently planning to move ahead 
with the construction of its first nuclear power plant . 

The first generation of nuclear-power reactors planned 
for Egypt are pressurized water reactors . But since Egypt 
is not known to have large reserves of fissionable uranium, 
its nuclear program must move quickly to the second-gener­
ation breeder reactor. France ,  which has commercial breeder 
reactors now in operation , can provide the necessary 
technology . 

Also critical for Egypt ' s  industrial progress is to intro­
duce High Temperature Reactors which are capable of gen­
erating the much higher temperatures essential for industrial 
processes which require high-temperature steam. High Tem­
perature Reactors can also be suitably used to gasify coal and 
superheat the resultant gas to pass through a magnetohydro­
dynamic (MHD) generator to produce electricity . First-gen­
eration MHD generators , which are now being considered 
for commercial use in the Soviet Union, could enhance Egypt' s  
power-generating capability by  about 55 percent . 

Needed: more developed land 
Besides opening up the Qattara region , more land must 

be developed and ports constructed . An economically viable 
and farsighted program is to develop Egypt ' s  Eastern Desert . 
Clusters of nuclear power reactors should be installed along 
the Red Sea coastal area which will serve as the center for 
such development . These nuplexes ,  besides providing ener-
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gy to the agro-industrial complexes and for domestic needs , 
will enable a vase amount of the Red Sea water to be desal,i­
nated daily . Wide canals cutting across the Eastern Desert 
will distribute the desalinated water to reclaim new land for 
agriculture and rehabilitation . The canals will green the de­
sert and carry barges to transport machinery , food products , 
and raw materials all along the Nile . 

In the Western Desert , a series of depressions punctuated 
by oases stretching from the Delta to Siwa must be linked by 
man-made canals to make about 3 million acres of land avail­
able for agriculture . At present , 1 5 ,000 acres of this land are 
under cultivation in this area, and the current plan calls for 
the reclamation of another 1 20,000 acres .  There are estimates 
that this area will settle more than 3 million people .  

Exploiting natural resources 
Egypt has known recoverable reserves of 80 million tons 

of coal in S inai and large gas reserves in the Western Desert. 
Petrochemicals , fertilizers , and chemicals are the basic in­
dustrial operations in which these reserves can be properly 
utilized . Egypt ' s  oil wealth , which is now given away to earn 
foreign exchange , must be used in the future to fuel its petro­
chemical industry . Coal gas acquired through gasification of 
coal , along with natural gas , must also be used as feedstock 
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for the petrochemic�l industry . 
Egypt' s  petrochemical industry is in a nascent stage , and 

the country must advance quickly in utilizing coal gas . 
Through hydrocracking , coal gas will produce feedstocks 
such as parafins , naphthenes ,  and aromatics . Similarly ,  liq­
uefied natural gas on distillation will produce such high-value 
primary products as ethylene , polyethylene , polypropylene . 
and ammonia/urea. Further downstream, products such as 
glycol , polyvinylchloride , olefins , and propylene-based gas­
oline can also be obtained on successive distillations . 

In the heavy industrial sector, Egypt must increase its 
steel-manufacturing capability . As Indian planners of the late 
1 950s realized prior to the drafting of the Second Five-Year 
Plan , special-alloy steel plays a pivotal role in building heavy 
machinery , pressure vessels ,  tubular products , and machine 
tools .  Egypt must build up its indigenous capability to pro­
duce capital goods machinery over the next decade . 

Egypt ' s  trade capacity is today affected seriously by a 
lack of port facilities . Port traffic is increasing daily and in 
the near future Egypt will need new and larger ports , many 
of which should be constructed along the Red Sea coast. On 
the east coast, Port Said on the Mediterranean and Port Suez 
on the Red Sea will not be able to handle the increased volume 
of cargo. Two existing small ports , Safaga and Quesir on the 
Red Sea, must be expanded to specialize in bulk traffic items 
such as raw materials ,  heavy machinery , and semi-finished 
goods .  

Egypt must aggressively pursue a program to achieve 
self-sufficiency in cereal and cattle feed production . Today , 
out of Egypt' s  total land area of 250 million acres , only 8 
million acres of land are farmed . Egypt ' s  wheat crop output 
is substantially less than internal consumption needs . Egypt ' s  
wheat impo�s represent a massive drain on the nation ' s  econ­
omy; close to a billion dollars in foreign exchange are used 
to buy wheat from abroad . 

A larger land area should be allocated to wheat produc­
tion , and output may be increased substantially by improving 
the factor productivity of the land . Introduction of dwarf 
wheat and subsequent development of high-yielding varieties 
(HYVs) has noticeably increased wheat yield per acre world­
wide . Semi-irrigated land in the Western Desert can be tilled 
to grow alfalfa and other high-protein cattlefeed . 

Opening up 6-8 million acres of new land , cutting down 
land area for cash crops such as cotton , and vigorously pur­
suing development of new varieties of crop seeds and a mech­
anized farming system will make Egypt a nation with surplus 
food . 

Over the millennia , Egypt has survived in spite of world­
wide upheavals because of its strong sense of destiny . Once 
again the Middle East is engulfed in turmoil and violence . It 
is through building of the nation that Egypt will be able to 
guide and influence the warring factions and bring peace to 
the region . It is imperative that the Egyptian leaders take up 
this challenge today so that future generations can live in 
peace and prosperity . 
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Mubarak 's war 
against the Mafia 

by Thierry Lalevee 

The recent arrest of Esmat Sadat , brother of the late Egyptian 
president . provided a clue as to the nature of the war being 
waged by President Mubarak and his allies againsNhe Mafia 
in Egypt and in the region . EIR investigations over the past 
few weeks have revealed the following: 

1) In Egypt , the old Farouk Mafia which ruled the country 
under the monarchy , and the so-called Alexandrian Nou­

veaux Riches represented by Esmat Sadat , are one and the 
same organization , which maintains headquarters in Paris 
and London . 

2) This Mafia is not Egyptian , but merely the local branch 
of a Mediterranean-based Mafia operating in the Lebanon! 
Syria region , Israel , Turkey , Egypt , and Italy . 

3) As the dismantlement of the Italian Freemasonic P-2 
Lodge showed, this Mediterranean Mafia is itself controlled 
by higher political circles , located in the British Freemasonry 
of the "Grand Mother Lodge of England" of the York and 
Scottish rites .  These circles can be adequately described as 
the "magicians ,"  as President K yprianou of Cyprus declared 
in 1 979 following an aborted coup in the islands . Indeed the 
same routes used nowadays by that Mafia to smuggle drugs 
and arms were in anCient times the routes used to spread 
black magic and witchcr!ift cults into Euorpe . The fact that 
in Egypt the center of the Mafia is the city of Alexandria only 
underscores the relationship between the Mafia and cults , 
Alexandria being the mother par excellence of all gnostic 
cults . 

4) As shown by the recent crackdown in Italy and Turkey, 
it is these higher circles of the Mafia and of the Freemasonry 
which are actually controlling the lower species of profes­
sional assassins and terrorists , such as the Muslim Brother­
hood . These are these circles which , through the Arab Ma­
sonic Movement in Amman , ran the assassination of Bashir 
Gemayel and the subsequent massacres in Beirut and are now 
plotting against both Presidents Mubarak and Amin Gemayel . 

In modem times , the development of the Mafia in Egypt 
can be located both in relation to the British occupation {)f 
the country as well as the establishment in 1 867 of British 
Freemasonic Lodges ,  especially the Kawkab al Sharq (Star 
of the East) whose grand master was none other than British 
intelligence agent Jamal ed Din al Afghani ,  the first interna­
tional terrorist. 

It was for these reasons that President Nasser decided in 
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1 964 to ban the Egyptian Freemasonic Lodges discovering 
their connections to British intelligence via the Barclay fam­
ily sponsored Quaker movement in Beirut . 

Not by coincidence , Sadat ' s  decision to implement the 
Open Door policy was coupled with the re-legalization of the 
Freemasonic Lodges . Hence , the work accomplished yester­
day by the Kawkab al Sharq , is being continued today by the 
lodges Salahuldin or its female counterpart the White Roses . 
It is against these networks that President Mubarak has waged 
a war,  against the new "AI Capone" as he declared to the 
Kuwaiti daily newspaper As Siyassah in late November. 

Headquarters: Paris, London 
The old Farouk monarchical Mafia and a set of London­

based bankers and Egyptian businessmen today represent the 
higher level of the Egyptian Mafia. On their agenda is a set 
of operations which includes an international reorganization 
of the Mafia to escape President Mubarak' s  war, including 
the use of terrorist groups to plan his assassination , and the 
plotting of civilian disobedience inside Egypt as a diversion­
ary maneuver. The Mafia is working hand-in-hand with the 
British Anglican Church to finance and arm radical parami­
litary Coptic groups such as the Soldiers of the Messiah (the 
Coptic equivalent of the Muslim Brotherhood) . "The Angli­
can Church has been very disappointed with President Mu­
barak ," said one of its spokesman after having organized a 
London mass in support of the Coptic Pope Shenouda . 

Involved in such an operation is one Sobhie Rushdie , an 
Egyptian businessman who received Sedat ' s  widow Jihan 
with great honor during her recent British tour . Rushdie , a 
London representative of Saudi Arms Merchant Adnan Kash­
oggi , is also a business partner of Egypt ' s  most renowned 
Mafia leader, Osman Ahmad Osman , one of the few Egyp­
tians to have been affiliated to Italy' s  P-2 Freemasonic Lodge . 

In the center Of that operation stands a shadowy bank 
called the Allied Arab Bank of which Rushdie is the chair­
man . Established in 1 977 , the AAB is primarily a joint ven­
ture of Arab Mafia elements with Barclay ' s  Bank . It includes 
some of the most notorious mafioso of the Arab world such 
as Mahdi al Tajir, the wealthy ambassador of the United Arab 
Emirates to London known for his gold-smuggling activities 
as well as his financial deals with Khomeini ' s Iran; and Saad 
Jabr a former Iraqi minister who created in April 1 98 1  a 
National Front for the Liberation of Iraq and is reportedly a 
member of the British-created Phoenician Lodge of Chicago . 
Also there is one Ghassan Shaker, a close associate of Rush­
die and like him representing the Luxemburg-based "al-Mu­
barakah holding" ; Shaker is the Mafia "case officer" for the 
operations against Mubarak . 

The spiritual center of this operation is in Paris ,  where 
resides the Farouk royal family represented by Farouk ' s  last 
wife ,  Queen Farida , and the Crown Prince Faud Ahmad . 
Prince Ahmad is a partner in numerous ventures with the 
Egyptian Mafia outside of Egypt , such as in his dealings with 
Osman Ahmed Osman in the Gulf. Directly around him are 
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former courtisans such as the Lutfalla family represented by 
Michel Lutfalla, now a banker working closely with Kash­
oggi and his French representative Akkram Ojjeh . Such deals 
put them directly in touch with the Nazi International repre­
sented by Fran<;ois Genoud in Lausanne through Zuheir Mar­
dam, a former business partner of Genoud and actual partner 
of Kashoggi and Ojjeh . 

Perhaps the most fascinating aspect is the Mafia' s  unity 
at a regional level .  Associated with Lutfalla are such Le­
banese figures as Gabil Lahoude , former chief of intelligence 
and Kissinger ' s  best friend in Lebanon, the Khoury family 
of the Banque de la Mediterranee in Paris ,  and Britian ' s  
"official" ambassador to Le,banon, Camille Chamoun . Are 
these individuals working for the restoration of the monarchy 
in Egypt under Prince Fuad Ahmad? The Crown Prince does 
intend to return one day and it may be that his mafioso part­
ners are not privy to his dealings with the House of Savoy 
and the "International Monarchist Union" in Montreux 
(Switzerland) of Sardaignian Comte Puddu . 

The Sadat family and the Mafia 
Whatever Anwar al Sadat ' s  real intentions ,  he was the 

one to encourage in the 1 975-76 period talks about a return 
of the royal family to Egypt, if not to power. Hence it was no 
surprise that in following Jihan Sadat ' s  recent trip in London 
and Paris , one should find her surrounded in London by the 
business partners of Prince Fuad or in Paris associated with 
the royal family directly during the U . S . -Embassy-sponsored 
event at the magazine Politique International where she re­
ceived in the presence of Queen Farida and Fuad ' s  wife the 
"prize of peace .  " 

Willingly or not , Jihan Sadat has become a rallying factor 
for the Egyptian Mafia in its war against President Mubarak 
and the rest of the Egyptian nation . As one official put it 
recently , the war on the Mafia is a "war of survival for Egypt; 
we cannot develop anymore if we don' t  crush them now !"  It 
is a war in which the physical survival of the president is at 
stake . As the first revelations on Esmat Sadat have shown, it 
is clear that Esmat has been running a drug-and-arms smug­
gling network for at least a decade . Weapons for whom? For 
the infamous Brotherhood, the same one which assassinated 
Sadat when he timidly began to attack the Mafia then repre­
sented by Rashad Osman? 

Surprising political realignments may emerge over the 
next weeks . An indication was given in late November with 
the creation in Algiers of the "National Front to Overthrow 
Mubarak,"  a new committee made up of General Saad Shazli , 
the associate of Muslim Brotherhood leader Salem Azzam in 
London of the "Islamic Council ," Ahmed Ben Bella , another 
associate of Salem Azzam and a protege of Nazi international 
leader Fran<;ois Genoud, and one Tawfiq Abdel al Hat , a 
renowned mafioso involved in frozen chicken rackets who 
fled Egypt for London last year when his friend Rashad Os­
man was arrested : in sum , a "Murder Inc . "  directly financed 
by the Mafia . 
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Colossal East-West arms 
and drug ring cracked 
by Vivian Freyre Zoakos, European Editor 

The following fact sheet has been circulated to law-enforce­
ment and intelligence specialists internationally . 

On Nov . 23 , an international team working with Italian 
magistrate Carlo Palermo of Trento , carried out a series of 
arrests of individuals responsible for running the Milan side 
of "the biggest arms dealing network in the world ,"  to cite 
Judge Palermo' s  words . According to statements from Pal­
ermo and other Trento magistrates at a press conference given 
Nov . 24, the eight arrests made on Tuesday represented the 
latest, dramatic climax of a three-year investigation , during 
which it was uncovered that the Milan-based firm of Stipam 
International Transports was the channel through which 
huge quantities of arms were shipped to the Middle East and 
to, indiscriminately , "black" and "red" terrorist units . Deliv­
eries were paid by consignments of hard drugs into Italy , 
from which they were shipped into Sicily , for refinement and 
eventual delivery to the United States ,  and into Munich,  for 
delivery to points north . Items shipped by the Stipam Inter-

. national Transports network included Cobra helicopters , 
Leopard battle tanks , sophisticated laser-based guidance sys­
tems , as well as grenades , machine guns , and other lighter 
weapons .  

The Nov . 23 arrests were of  the following individuals :  
Henri Arsan: 70-year old Syrian residing in Varese , 

Italy . Owner of Stipam International Transports . 
Giovana Morandi: Italian national ; wife of Arsan . 
Renato Gamba: president of the Renato Gamba weap­

ons firm in Brescia , Italy . The Renato Gamba firm is 49 . 5  
percent owned by a Milanese conglomerate , Broggi Izar, 

36 International 

which was recently spoken of as a probable partner of the 
Texas firm National Petroleum in a deal involving mutual 
exchange of corporate shares. The executive director of Broggi 
Izar ,  one Giuseppe Alloni, is also a member of the board of 
the Renato Gamba company . 

Giuseppe Alberti: Arsan ' s  associate at Stipam. De­
scribed by the newspaper La Repubblica Nov . 27 , as the 
actual behind-the-scenes controller of Renato Gamba, the 
firm through which Arsan ' s  Stipam purchased much of its 
weapons .  

Mario Cappiello: Arsan associate a t  Stipam . 
Edmondo Pagnoni: Arsan associate at Stipam . 
Mohammed Nabir: Turkish national . President of the 

[tal-Orient firm with offices in Milan . 
Eugenio Sacchi: described as one of the most important 

Milanese arms producers . 

Part I :  Turkey and Banco Ambrosiano 
Stipam International Transports was at the center of an 

international operation in which consi�nments of hard drugs 
originating in the "Golden Crescent" and shipped from Tur­
key were exchanged for weapons of all levels of sophistica­
tion through a network which solidly interlinked the Mafia, 
drug producers , and distributors , illegal weapons traffickers 
and terrorist gangs .  

Opium was purchased in Afghanistan , Iran , and Pakistan 
by the Turkish underworld who refined it into morphine . The 
morphine was shipped from Turkey into Italy through a route 
that included passage through Yugoslavia and Bulgaria, en­
tering Italy through the northeastern city of Trieste on the 
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Yugoslav border. From Trieste , the morphine went to Milan , 
the distribution depot. Part of the shipments then went to 
Palermo , Sicily , where the Ma�h refineries converted the 
morphine into heroin for transshipment into the United States . 
The rest went to Munich, West Germany, for shipment 
elsewhere . 

Payment for the drug shipments was typically made in 
smuggled weapons of the cited levels of sophistication , ac­
cording to the arresting magistrates . These left Italy again 
through the Trieste corridor . Often shipments of drugs ar­
rived with requests for specific weapons .  At other times the 
profit from the drug sales was used for bulk weapons orders 
for resale in various Middle Eastern countries and to group­
ings of fascist or communist denomination . 

Speaking of this ,  Judge Carlo Palermo said at his press 
conference , in response to a question , that no distinctions 
were made between left- and right-wing terrorist units . All 
receive their weapons from the same source, operating through 
the same networks . Palermo added a polemic against the 
more usual forms of comparmentalized investigations :  "The 
various phenomena of deliquency [different forms of crimi­
nal organizations-V . F  .Z . ]  have been considered in com­
partmentalized fashion . Instead , it is wrong to say that the 
Mafia manages a specific traffic and that the underworld yet 
another. A global evaluation [of terrorist, Mafia, drug , and 
weapons smuggling organizations] is needed , rather, because 
at certain levels there are common points of contact .  Thus it 
is that for those who wish to supply themselves with weap­
ons , it is drugs which today represent the means of exch�ge ."  

At  the center of  this operation was Stipam International 
Transports , the export-import firm owned by Henri Arsan , 
and whose connections with the Banco Ambrosiano are 
currently under investigation . 

Propaganda 2 connection 
The Banco Ambrosiano , Italy ' s  largest privately owned 

bank, became famous when it went into bankruptcy and its 
president Roberto Calvi was found hanged from London' s  
Blackfriars Bridge· on June 1 8 .  Calvi ' s  fortunes had turned 
when, in the summer of the 1 98 1 , he was named in the list of 
extremely prominent individuals belonging to the secret 
Freemasonic Lodge Propaganda 2. The publication of the 
900-odd list of Propaganda 2 members in May , 1 98 1 ,  precip­
itated the collapse of the Forlani government at that time . 

Even more remarkably , the list ' s  publication forced the 
resignation of each of the directors of every branch of the 
Italian secret services (SISMI , SISDE , CESIS) ,  the heads of 
each branch of the Armed Forces , including the Italian equiv­
alent of the Chief of the Joint Chiefs of Staff, and other highly 
prominent individuals .  

They were all forced to resign because the Propaganda 2 
was discovered to be a secret, conspiratorial organization 
with ties to every important terrorist , counter-insurgency , 
drugs and weapons smuggling , and related operation in every 
part of the globe . 
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Henri Arsan' s Stipam International Transports was housed 
in a building belonging to the Banco Ambrosiano. The build­
ing was in Milan ' s  Via Olfredi 2, where the Ambrosiano' s  
branch # 1 8  was also located . Stipam, earlier known by the 
name of Arsexport, had been in existence for 1 6  years , 
transferring to its present offices only five years ago when the 
Ambrosiano purchased the building . 

Another connection to the Banco Ambrosiano has been 
cited and is under current investigation . The occupant of the 
flat on the floor below Stipam' s offices was Roberto Rosone, 
deputy chairman of the Ambrosiano until his dismissal in 
July , following Roberto Calvi ' s  death . 

Judge Palermo is currently in possession of three suitcas­
es filled with documents confiscated during the arrest of Henri 
Arsan . The documents consist mostly of telex transactions 
during the 1 6  years of Stipam activities ,  messages sent by 
Stipam to and from Milan , New York, Istanbul , Beirut , 
Damascus and Saigon . Through them, the definite links be­
tween Stipam and the Banco Ambrosiano--among other 
things-are expected to be established . 

The Stipam-linked international drugs-for-weapons 
smuggling ring is thus only part of the Propaganda 2 conspir­
atorial intelligence nexus .  ganco Ambrosiano chairman Cal­
vi , prior to his London assassination , had been indicted by 
Italian authorities for using the Ambrosiano to conduct illegal 
financial transfers on behalf of the Propaganda 2 .  

The fact that the Stipam-centered colossal traffic o f  weap­
ons and drugs between Milan and Turkey is part of a broader, 
powerful conspiracy,  was referred to in an unusual press 
conference given by one of the officiating magistrates . Judge 
Palermo �s titular superior, Chief Prosecutor of Trento Fran­
cesco Simeoni, made what were described as singularly harsh 
accusations against government institutions , including the 
intelligence services ,  at a press conference on Nov . 26. 

He charged that the Milan-Turkey traffic could have been 
stopped much earlier if the "organs of the state" had chosen 
to intervene against an illegal situation that operated "almost 
in the light of day . "  Simeoni further noted that it is properly 
the job of the intelligence services-not the magistracy 
(roughly equivalent to local district attorneys)-to conduct 
this type of investigation . He then confirmed that even now 
there were powerful political forces at work to intimidate the 
magistrates against proceeding with the Stipam' investiga­
tion , saying that he and his colleagues would "strongly op­
pose" all pressures and attempts to halt the investigation, and , 
that they "would not allow" proceedings to be "shut down. "  

I t  has already been cited that the directors o f  the three 
branches of Italian intelligence , together with the heads of 
the armed forces and many industrial and media corporations 
were exposed and in many cases forced to resign because of 
their participation in a secret, conspiratorial Masonic lodge 
ruled "unconstitutional" by a parliamentary-appointed judi­
cial body . The Propaganda 2 scandal , however, only re­
vealed the tip of the iceberg of the behind-the-scenes inter­
national power brokers who wield authority against national 
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interests through control of both official as; well as illegal 
bodies and channels . 

Without elaborating the case here , it is sufficient to point 
to contiguous Italian findings and criminal investigations that 
are shedding light on the broader aspects of the conspiracy.  
One of these was the indictment on Oct .  18 of Giacomo 
Mancini I}nder charges identical to those cited against now 
jailed leaders of the Red Brigades terrorist gang following 
the 1 978 kidnapping and assassination of former Prime Min­
ister Aldo Moro . 

Mancini is one of the most powerful ,  prestigious figures 
of the Italian Socialist Party. Subsequent to his indictment , 
two other national leaders of the Itlj.lian Socialist Party have 
been similarly indicted under identical charges of conspiracy 

, to aid the violent overthrow of the State . 
Put briefly, the Mancini-related investigations are open­

ing the door to establishing the precise activities of the Meyer 
Lansky networks in Italy and , through Italy, the rest of Eu­
rope and the Middle East. Mancini is  the "political godfather" 
of the Calabrian n'Drangheta (Mafia) . This organization , 
among its other activities , supplied manpower to the Joe 
Adonis operation centered in Milan since Adonis ' s  arrival 
there in 1 956 in his capacity as Meyer Lansky ' s  leading 
European representative . It was this Milan-centered Adonis 
network which appears to have organized the current basic 
structure for heavy drug traffic into Italy . 

The Milan-based Stipam network is thus likely an arm of 
the operations put in place by Joe Adonis in behalf of Lansky . 

Turkish connections 
The identification of Stipam and Henri Arsan as the nodal 

point of this drugs-for-weapons traffic was made possible , 
according to the arresting Italian magistrates , thanks in part 
to the cooperation of Turkish authorities . The Nov . 23 Italian 
arrests were preceded by the arrest in Turkey of the three 
individuals said to direct the Turkish side of the drug flow . 
" 'Not one gram" of heroin left Turkey that was not under the 
control of this specific mafia, said Judge Palermo at his press 
conference . The individuals arrested were Kisakis Mustafa, 
Nehir Hasan, and Cil Huseyn. , 

This Turkish mafia operated in Milan through a net­
work maintained there by their agent, Salah Aldin 
Wakkes, who coordinated activities with the Italian Mafia 
boss Gerlando Alberti. According to Judge Palermo , the 
Alberti-W akkes ring sorted-out the drugs entering Italy from 
Turkey , using money that carne from kidnappings and similar 
criminal activities , depositing funds in cqrrent accounts in 
banks in New York , Zurich , Frankfurt and London . Alberti 
"deposited" ' the particular drug in the Trento-Bolzano-Ve­
rona triangle , from where it was shipped to Palermo , Sicily 
for refinement and transshipment . 

Stipam was then in charge of procuring and shipping the 
weapons requested as payment for the drugs . 

The drugs-for-weapons exchange deals were arranged in 
a series of second-rate hotels around Milan ' s  Central Station 
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area, as well as in some cafe-bars in Sofia, Bulgaria .  The 
Berlin Cafe and the Japan Hotel in Sofia have been named. 
Judge Palermo said that he himself went to the Berlin Cafe 
many times and witnessed some of these exchanges as they 
took place . 

Two of the now-jailed Turkish drug mafia leaders , Cil 
Huseyn and Kisakik Mustafa, with whom the Syrian Henri 
Arsan' s  Stipam was in contact, are the same individuals 
identified as having been the drug contacts of Karl Kofler, 
one of the first individuals jailed in the earlier days of Judge 
Palermo' s  investigation . Kofler, the hotelier from Trento , 
had begun his career in the early post-war period as the head 
of a gang of kidnappers . He was later assassinated in jail . 

Another person working with Kofler, as well as Henri 
Arsan , was the Turkish drug trafficker Arslan Hanifi, who 
was arrested in Istanbul but fled jail last May . 

According to La Repubb/ica of Nov . 28 , Henri Arsan 
was "accredited ill all the countries that purchased weapons , 
and dealt directly with their respective governments . "  He 
"owned trains , ships , and had accounts for billions in banks 
throughout the world . "  Judge Palermo specified that a great 
number of weapons were sent to Skandaron , a small Syrian 
enclave occupied by Turkey for the past 30 years , to Kurdis­
tan , Lebanon, and Syria proper. 

One specific , large weapons sale that has been repeatedly 
spoken of by both Italian and Middle Eastern press was one 
in which the Banco Ambrosiano and its former chairman, 
Roberto Calvi , played a central role . This was a deal that was 
arranged and carried out during the height of tensions be­
tween the United States and the Khomeini regime in Iran . It 
involved the export of weapons from Israel to Iran in ex­
change for Iranian oil at favorable prices . The oil was deliv­
ered to Israel thanks to the cooperation of British Petroleum 
and Royal Dutch Shell. 

The intermediary for this secret arrangement was the 
Banco Ambrosiano . "Middle East" magazine and " La Re­
pubblica" specifically make mention of a Swiss concern, 
Dreikot Driving and Financial Company belonging to the 
Hans brothers and Albert Kunz, Roberto Calvi ' s  Swiss rep­
resentative. It was this Calvi company that mediated the 
delivery to Iran of the Israeli weapons . 

Another cited intermediary in this instance was Stefano 
Delle Chiaie, the fascist Italian terrorist condemned for the 
1 969 Piazza Fontana massacre in Milan . Delle Chiaie fled 
Italy , taking refuge in Bolivia,  where he operated under the 
protection of the Interior Minister in the former regime , train­
ing death squads and similar activities .  Delle Chiaie was 
nearly arrested in an operation facilitated by the new Bolivian 
government on the first day of its taking power in October. 
While Delle Chiaie , however, narrowly escaped , his associ­
ate and fellow fascist Pier Luigi Pagliai was arrested and 
extradited to Italy .  

Part II: Turkish drug Mafia and Agca 
A second investigation , headed by Judge I1ario Martel-
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la, and dealing with the attempted assassination of Pope John 
Paul II by the Turk Mehmet Ali Agca, has turned up evi­
dence that ties the case to the Turkish drug mafia, the same 
mafia involved in the Stipam investigation . 

On Nov . 25 , two days after the arrest of Henri Arsan, 
Judge Martella arrested a Bulgarian residing in Rome named 
Ivan Antonov. Antonov is deputy director of Balkan Tours, 
travel agency of the Bulgarian airline , and shares offices with 
tht? commercial attache of the Bulgarian Embassy in Rome . 
The arrest warrant accuses Antonov of "active participation 
in the attempted homicide of [Pope] Wojtyla . "  

Judge Martella has also issued international arrest war­
rants for two Turks , Oral Celik and Bekir Celenk. The 
warrants accuse them of inducing Mehmet Ali Agca to shoot 
the Pope . According to reports from Ankara, Turkey , both 
men are being safehoused in Bulgaria . 

Celenk is the more important of the two . Turkish police 
describe him as a "Mafia boss" whom they have sought for 
the past three years for illegal exports of capital and fiscal 
fraud . He is the owner of a fleet of ships registered in Panama, 
and of a chain of hotels . Turkish authorities also consider 
him to be responsible for a vast traffic in weapons and drugs .  
One of his  associates in  this enterprise is Abuzer Ugurlu, 
who is now in prison . 

Abuzer Ugurlu ' s  inv<?lvement with Celenk directly links 
this drugs and weapons Turkish Mafia figure to the networks 
collaborating in the Stipam-Ied t�affic in drugs and weapons . 
Ugurlu has been named in the Stipam case as being among 
the Turkish mafia leaders working with the Gerlando Alber­
ti Mafia, the recipient of the Turkish drug shipments paid for 
by Stipam-organized weapons deliveries . It was Ugurlu ' s  
arrest that aided i n  the development o f  the investigative track 
that eventually led to Stipam . Among other things , Ugurlu 
was. accused of turning over large sums of money as bribes 
to the former Turkish customs minister in order to have him 
place functionaries on the Turkish-Bulgarian border who 
would accommodate illegal drugs and weapons traffic . 

Now Ugurlu ' s  close associate , the above-cited Celenk , 
has been identified as the go-between in Agca' s  contact to 
assassinate the Pope . 

Turkish authorities have said officially that , on the basis 
of evidence at hand , they consider Celenk to have been the 
intermediary between Agca and the actual individuals who 
ordered the Pope ' s  murder. It was Celenk who, at a meeting 
with Agca in the Hotel Vistosa in Sofia, Bulgaria, offered 
Agca the three million deutschmarks to kill the Pope . 

The second Turk being sought under an international 
arrest warrant , Oral Celik , is a 27-year old member of an 
extreme right-wing Turkish terrorist group , who was fingered 
by the police initially for his role in helping Agca escape from 
jail in Turkey , fol lowing Agca' s successful assassination of 
the editor of the newspaper Milliyet . Judge Martella has now 
said that he has proof in hand that it was Oral Celik who 
purchased the Browning pistol used by Agca in the attempt 
against Pope John Paul II . 
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The evidence at hand from the current investigations leaves 
no doubt that well-established networks in Bulgaria are cen­
tral to the panoply of illegal Mafia and other criminal opera­
tions originating in Turkey. 

The Bulgarian connection 
Ugur Mumcu, a former Turkish professor at the Univer­

sity of Ankara and currently an investigator of terrorist phe­
nomena for the liberal newspaper Cumhuriyet, has been re­
cently quoted in the Turkish and Italian press on the findings 
of his two-year investigations , following the arrest of Bul­
garian official Antonov . In agreement with the Italian au­
thorities Mumcu states that his research has established that 
very close connections exist among the Mafia, terrorism, and 
drugs and weapons traffic;  that terrorism "nourishes itself' , 
via the drug traffic , which in tum passes through the various 
mafias . Mumcu has also provided the documentation to show 
that Balkan Tours (employer of the Bulgarian Antonov) is 
one and the same operation as the Bulgarian state organiza­
tion Kintex, an export-import concern headquartered in Sofia 
that provides cover for the drug Mafia-terrorist ambience, 
mediating consultations between both "red" and "black" ter­
rorists and the drug sources . 

The Nov . 25 arrest of Antonov, deputy director of Balkan 
Tours , is further shedding light on these networks by helping 
to establish new avenues of investigation into the case of 
Luigi Scricciolo. Scricciolo was arrested earlier this year, 
setting off potentially devastating international repercussions 
which were however hushed up at the time . He is the first 
trade-union leader with international credentials to have been 
identified as a member and collaborator of the Red Brigades 
terrorist gang . 

Until his arrest , Scricciolo was the director of the foreign 
affairs bureau of the Socialist Party controlled UIL, one of 
the three national Italian trade \,mion confederations .  In his 
role as foreign affairs chief, Scricciolo maintained the con­
federations ' contacts with the American trade union move­
ment , including close contact with the AFL-CIO' s  Irving 
Brown , Lane Kirkland and others . He also maintained the 
contacts between the UIL and the now-banned Polish trade 
union Solidarity . 

Scricciolo was arrested for his activities as an above­
ground , "public relations" field man for Italian terrorism. 
More specifically,  he was also indicted for selling or attempt­
ing to sell secret NATO intelligence to the Bulgarians . He 
had documented meetings with two members of the Bulgar­
ian Embassy in Rome who were ostensibly cultural attaches .  
Both these men were , subsequent to Scricciolo ' s  arrest, for­
cibly recalled to Bulgaria on the official demand of Judge 
Ferdinando Imposimato, who is in charge of the Scricciolo 
case . 

Italian magistrates are now investigating whether Anto­
nov , who himself worked out of the Bulgarian Embassy , had 
any contact with these two cultural attaches whom Imposi­
mato has charged with being intelligence agents . 
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Mitterrand shifts course , urges a 
Third World development effort 
by Dana Sloan 

In back-to-back trips to Egypt and India during the last week 
of November, French President Fran<;ois Mitterrand called 
for the creation of a new world economic order and interna­
tional monetary system asserting that only economic devel­
opment is capable of ensuring the true independence of the 
developing-sector countries . 

What transpired during the course of Mitterrand' s  visits 
to these two leading nations of the Non-Aligned Movement 
provided testimony of a shift in course that the French Pres­
ident has undertaken since late summer. After more than a 
year in office , pressures have converged to the effect of 
compelling Fran<;ois Mitterrand in a direction that could prove 
to be crucial for civilization as a whole . 

The late Charles de Gaulle once commented that "what I 
have done will , sooner or later , be a source of new ardor after 
I have disappeared . "  De Gaulle ' s  conviction is being born 
out today , though many a socialist might be loath to admit to 
any continuity of purpose with the General . Much to the 
outrage of many of the ideologues in his party , Mitterrand is 
dropping his profile as the Socialist Party leader who got 
elected President , and is heginning to act as a President of 
the Fifth Republic ' the institution wielded by de Gaulle as 
the embodiment of French national and republican interests . 

How will the United States respond? 
Contrary to what William F .  Buckley , the Heritage Foun­

dation and the New York Times might want Americans to 
believe . the tum of events in France is decidedly good news 
for the United States . Mitterrand ' s  shift provides the Reagan 
White House with a new chance to forge productive ties and 
a non-British working partnership with Western Europe . Al­
ready in the past month , France has started to become a 
crucial part of the war on terrorism and organized crime that 
the White House has committed itself to , and it was France ' s  
dramatic shift o n  terrorism-related issues that first signaled 
the overall change taking place (see EIR, Nov . 30) . 

The first signs that a shift was taking place in France came 
this summer. It was at that time that hard intelligence reached 
the Elysee Palace and the Interior Ministry that Fran<;ois 
Mitterrand ' s  name figured prominently on an international 
terrorist hit list held by the controllers of "left" terrorism in 
the neo-Nazi Malmo International of the Swiss financier 
Fran<;ois Genoud . When the notorious terrorist figure "Car-
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los" surfaced in Eurpe to personally threaten Mitterrand' s life 
and Interior Minister Gaston Defferre , the French President 
started to take action . 

During the month of August a new anti-terrorism security 
apparatus was put into place , headed by Joseph Franceschi , 
who was appointed State Secretary for Public Security . Mit­
terrand simultaneously brought in Commander Prouteau, head 
of the elite anti-terrorist strike force known as the GIGN , to 
be his technical advisor for security affairs ; in short , his job 
is to keep Mitterrand alive . Commander Prouteau has since 
been sent on international missions , including one to West 
Germany to help track down members of the Baader-Meinhof 
gang . During the month of November, the l1eads of France ' s  
equivalent o f  the CIA and FBI were replaced b y  officials 
more capable of carrying out their new assignments . 

The American embassy in Paris ,  operating under �rders 
from anglophile Ambassador Evan Galbraith , (an associate 
of the U . S .  Buckley family) , has worked against this devel­
opment of a cooperative Franco-American anti-terror effort, 
using the pretext of the presence of four members of the 
French Communist Party in the government-none of whom 
have portfolios that could enable them to influence funda­
mental questions such as defense or foreign policy . Gal­
braith ' s  embassy staff has been caught in interference in 
French affairs on two counts: first, by leaking information to 
the British concerning France ' s  plans to honor military hard­
ware dea!s it had contracted with Argentina before the Mal­
vinas Islands war; and second, by becoming the mediators 
for some of the heavy-handed interference recently carried 
out by Trilateral Commission member and AFL-CIO Presi­
dent Lane Kirkland . 

Economic policy 
In an interview published in the Paris daily Le Monde 

Nov . 26, just before his departure for Cairo and New Delhi , 
President Mitterrand indicated that reversing the world eco­
nc;;:;ic crisis would be the subject at the center of his talks . 
Commenting on the need to create a new international mon­
etary system , Mitterrand declared that "when I speak of this 
necessity to my American visitors , they tell me ' it ' s  not our 
fault, it' s the law of the market . '  Well , our predecessors , 
who also adhered to a liberal society , thought it necessary to 
create the Bretton Woods system . We cannot be without it [a 
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new system] for long without damaging the cohesion of the 
Western world . What is also at stake is the development of 
the world economy , as well as the future of the Third World 
countries ,  who have been forced into a tragic indebtedness 
for lack of international monetary liquidities .  This subject 
will be at the center of my conversation with Mrs . Gandhi in 
India . "  

In the same interview , Mitterrand sought to clarify his 
views on the Soviet Union , with whom relations have been 
practically frozen since he took office . Mitterrand , who sup­
ports the stationing of Pershing missiles in Western Europe , 
warned that the Soviet Union has gained the military edge in 
Europe . "The Soviet Union has a great and legitimate concern 
for its security ,"  Mitterrand stated , adding: "So do we . "  For 
this reason , he reiterated , France refuses to allow French 
nuclear forces to be counted as an integral part of Western 
forces in the ongoing disarmament negotiations . "No argu­
ment will make me change my mind on that question . But I 
am hostile , on the other hand , to any form of economic 
blockade against Russia . . . .  I will be faithful to the com­
mitments made with our allies on so-called strategic prod­
ucts . But I do not desire that , in some insidious fashion , the 
sale of butter or chickpeas to Russia comes to be known as ' 
strategic . "  Later, to emphasize the point made with respect 
to the Soviet natural-gas pipeline deal , Mitterrand added: 
"French sovereignty is not for sale . "  

The French have also made clear that they consider the 
nuclear freeze and conventional arms build-up policy being 
pushed by McGeorge Bundy and Robert McNamara a threat 
to peace . This return to Gaullist orthodoxy on defense matters 
is also good news for the White House , and could provide an 
important flank against the so-called peace movement. 

Speaking at the conference of the Western European Union 
on Dec . 1 ,  Defense Minister Charles Hernu warned that the 
Soviets want to decouple Western Europe from the United 
States,  and that recent statements made by NATO Com­
mander General Rogers fit precisely into this gameplan . Her­
nu denounced the McNamara-Bundy grouping which, he 
noted , "are the very same ones who presided over the im­
pressive rearmament effort of the United States in the 1 960s , 
the very same ones who dumped on Vietnam an amount of 
explosives bigger than that which was used during the last 
world conflict , "  and who "now explain to us that the Euro­
pean countries will have to do without the American security 
guarantee . " 

Visit to Egypt 
That Mitterrand ' s  tum is not anti-American , but the con­

trary , was confirmed during his trip to Egypt . There , despite 
the fact that since this summer, Mitterrand and President 
Hosni Mubarak have tabled a Franco-Egyptian proposal for 
the Middle East , the two heads of state affirmed that they 
would give their backing to President Reagan' s  peace plan , 
in the hope that American power could achieve certain results 
where others cannot . 
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Although not the center of Mitterrand' s  talks , bilateral 
economic development issues were prominent . In Egypt , 
agreements were reached on construction of two nuclear power 
plants , and several other major infrastructural deals (port and 
subway projects) that are equally crucial . 

Hours before his arrival in New Delhi , and after months 
of negotiations ,  France and India signed an agreement on the 
supply of French enriched uranium for the U .  S .  -built Tarapur 
nuclear reactor, a prerequisite for the two leaders ' talks to 
proceed productively . 

Domestically , some dramatic changes could be immi­
nent. Mitterrand abruptly cancelled his regular Thursday 
morning meetings with the top leadership of the Socialist 
Party . The institution of these weekly working sessions had 
brought back into France the vice condemned by de Gaulle 
as "the regime of the political parties ,"  the Fourth Republic 
form of government which made government decisions de­
pendent on the whims of the parties .  Mitterrand' s annoyance 
with his party ' s  leadership could lead him to make further 
moves that could shatter the career of at least one member of 
his cabinet . 

Minister of Justice Robert Badinter , who first as defense 
attorney and now from his government position , .  has been 
rel'ponsible for the protection of dozens of terrorists , has his 
head on the chopping block. This fact, and his defense of the 
publication of a book on suicide methods modeled on the 
British EXIT group , have prompted increasing calls \for his 
resignation or ouster from the cabinet . Badinter has acted to 
impede the efforts of his own government to set up adequate 
measures against the international terrorist networks which 
have Mitterrand on their list of targets .  

Mitterrand in India: 'New 
monetary system is essential' 

President Fran<;ois Mitterrand of France , currently visiting 
India for discussions with Prime Minister Indira Gandhi , 
called Saturday Nov . 27 for the "reconstruction" of the inter­
national monetary system, and stressed that long-stalled dis­
cussions between developed and developing countries on 
economic cooperation must immediately be revived . 

Speaking at a banquet in his honor hosted by Indian 
President Zail Singh , Mitterrand said that the debt crisis now 
strangling most developing c�untries , and the creation of a 
new international monetary system, must be part of the agen­
da for revived "North-South" talks . Mitterrand later stated 
that the bilateral discussions between India and France would 

International 4 1  



be important to catalyzing resumption of those talks .  
The Mitterrand initiative is a public challenge to the In­

ternational Monetary Fund and its private "sister" organiza­
tion , the Bank for International Settlements , which are co­
ordinating desperafe efforts to shore up the bankrupt inter­
national monetary system by de-industrializing the advanced 
sector countries and imposing genocidal levels of austerity in 
the developing countries . His decision to state these views in 
India was particularly significant , since India has assumed 
the chairmanship of the movement of Non-Aligned Nations 
under the leadership of Mrs . Gandhi . A Non-Alig�d heads 
of state summit is scheduled for New Delhi in March , 1 983 , 
at which time the need for a new world monetary system and 
other aspects of North-South economic relations are expected 
to be deliberated . The French position breaks the near-unity 
of the . developed countries in resisting improved "North­
South" relations . 

'Eloquent example' 
Throughout Mitterrand's  visit , the related themes of high­

technology cooperation between France and India, the need 
for a new monetary system, and the need to revive North­
South talks kept emerging . Mitterrand was accompanied by 
a delegation that included three cabinet ministers , several 
defense and economic advisers , and other experts , who car­
ried on wide-ranging discussions with their Indian 
counterparts . 

In all of the discussions on bilateral economic coopera­
tion , the French expressed their conviction that there exists a 
considerable potential for collaboration between the two 
countries , in particular because India has developed a so­
phisticated industrial and scientific infrastructure which en­
ables the country to absorb advanced technology .in. a broad 
spectrum of industries . 

The two countries agreed to establish an institute for 
advanced research . The French President also proposed to 
India the conclusion of a long-term agreement for scientific , 
technological , and industrial collaboration designed to pro­
mote technological innovations . .  Mitterrand said the pro­
posed agreement should provide for the full participation of 
Indian scientists , so that both countries could share in the 
benefits of the research . Such collaboration , he said , would 
be "an eloquent example of-North-South cooperation without 
the stigma of an unequal relationship that is inherent in the 
present pattern of international developmental assistance . "  

The nuclear agreement 
Perhaps the most important bilateral agreement reached 

during the Mitterrand visit concerned the supply of French 
enriched uranium for India's U . S . -built Tarapur nuclear plant. 
In recent years legislative obstacles in the United States have 
prevented continued U . S .  supply of enriched uranium to 
India, despite a 1 963 agreement to do so. The French became 
involved last July , when India and the United States

· 
agreed 

to allow France to take over American �bligations . 
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Negotiations on this issue between France and India had 
been deadlocked for four months due to the French demand 
that India accept more severe safeguards than those specified 
in the 1 963 agreement with the United States .  However, just 
hours before Mitterrand' s  arrival in New Delhi ,  negotiations 
were completed , reportedly after the intervention by the Pres­
ident , and India' s  position in the negotiations was accepted . 

Overall , the mood in India toward Mitterrand, as reflect­
ed in the country ' s  newspapers , was very receptive. Many 
commentaries emphasized the French willingness to export 
advanced technologies to India.  The Indian attitude was per­
haps best reflected in a comment made by President Singh at 
the banquet honoring Mitterrand . "Contemporary realities , "  
he  said , "demand that France pursue an  independent foreign 
policy,  and India and other nonaligned countries should work 
together to build bridges between the East and the West and 
the North and the South . "  

The press conference 
The French and Indian delegations released few details 

on the more than five hours of disc_ussions between Mitter­
rand and Mrs . Gandhi .  However, it is known that they ex­
changed views on the Soviet Union ' s  political situation , the 
Middle East-particularly French-Egyptian plans to settle 
the crisis in that region-and American foreign policy . Mrs . 
Gandhi also briefed the French President on the situation in 
Asia . 

In all of his public appearances , Mitterrand went out of 
his way to emphasize that France places great importance on 
the upcoming Non-Aligned meeting and the role it could play 
in the political drive for a new international economic order. 

Speaking at a press conference in New Delhi " Mitterrand 
was asked by this news service to elaborate on his views of 
the international monetary crisi s .  The President responded 
by saying that a world monetary system had existed until 
1 97 1  (when Paul Volcker and George Shultz severed the last 
links between the dollar and gold) , and that system was based 
on traditional liberal ("free trade") philosophy . At this time , 
he said , France has particular views on the world monetary 
issue because of its membership in the European Monetary 
System , which imposes specific rules on its members . The 
dollar system, he said, is not bound by one set of rules but by 
many different rules ,  and most countries in the world are 

suffering from monetary instability . A new international 
monetary system is needed , he said, one that is not based 
only on the dollar. 

The President was also asked about the Middle East, since 
he had arrived in India after a very important three-day visit 
to Egypt . He said that France and Egypt , who are closely 
coordinating their Mid-East policies , do not envision asking 
India to join with them in a joint policy , and that no three­
way agreement exists between India , France and Egypt . 
However, he said , Indian backing for the French-Egyptian 
call for joint recognition of the Palestine Liberation Organi­
zation and Israel would be welcomed . 
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Soviet leaders buttress the Politburo , 
debate economic failures and reforms 

by Rachel Douglas, U. S. S. R. Editor 

The first Soviet leadership shuffle since Leonid Brezhnev 
died and Yuri Andropov became Communist Party General 
Secretary occurred at a party Central Committee plenum 
Nov . 22 and at a session of the Supreme Soviet the following 
two days . While Andropov promised the plenum a drive for 
economic reform featuring decentralization of many respon­
sibilities and prerogatives , the first step of the new leadership 
was to reinforce the Politburo and Central Committee Sec­
retariat with a tough regional leader of KGB background and 
a heavy-industry specialist from the state planning commit­
tee , Gosplan . 

The former KGB man is Geidar Ali. Reza ogly Aliyev, 
59,  who headed the Soviet Republic of Azerbaijan ,  on the 
border with Iran , as its party chief for the past 1 3  years . At 
the plenum, Aliyev was elevated from non-voting to full 

. membership in the Politburo, the I I -man executive body of 
the Central Committee . The next day ' s  session of the Su­
preme Soviet, the nominal parliament , saw Aliyev designated 
First Deputy Prime Minister, putting the leader from histor­
ically Muslim Azerbaijan in line to succeed 77-year-old Ni­
kolai Tikhonov as Prime Minister of the U . S . S . R .  The other 
First Deputy Prime Minister, Ivan Arkhipov, is a 75-year­
old member of Brezhnev ' s  rapidly shrinking machine from 
the southern Ukraine , who has repeatedly been denied pro­
motion to the Politburo . 

Aliyev' s  security career-he became Azerbaijan KGB 
head in 1 967 , the year Andropov was named national KGB 
chairman-indicates long-standing ties to Andropov . But 
Aliyev ' s  own speeches of the past decade mark him as an 
energetic ,  not just pro forma,  champion of Brezhnev ' s  for­
eign and domestic policies . I 

Campaign against corruption 
The overriding qualification , however, for his promotion 

to authority over the government ministries through which 
the Soviet economy is run , is that Aliyev carried out a ruthless 
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crackdown against corruption in the bureaucracy in 
Azerbaijan .  

Scores o f  party and industry officials were fired during 
his tenure . Last year, Aliyev told the national weekly Liter­

aturnaya Gazeta that not "mild words" , but "tough deci­
sions" were needed against criminals ,  bribe-takers , nepo­
tism, "private ownership mentality , "_speculation , "languid , 
inert people . . .  rogues ,  and rascals" . 

Andropov hinted that heads would roll as economic 
administration is tightened up , and turned the hints into real­
ity a few days later. Speaking at the plenum, he referred to 
the need to "place personnel correctly , so that in the decisive 
sectors we have politically mature , competent , and resource­
ful people , with organizing ability and a sense of the new ," 
and said that "help" would be offered to those unaware of 
how new economic mechanisms are supposed to work. An­
dropov singled out the transportation sector and steel for spe­
cial criticism. On Nov . 29 , three years and one day after 
Leonid Brezhnev at a Central Committee plenum berated him 
by name for bearing "a not insignificant share of responsibil­
ity" for .. ft�grant violations" of freight turnover plans,  Min­
ister of Railways I. G. Pavlovskii was removed from his 
position . 

Andropov ' s  speech and Aliyev ' s  promotion touched off 
rumors at home and abroad that more shakeups were loom­
ing . Word spread in Moscow that retailers were hastily clean­
ing up their under-the-counter practices , while foreign press 
ran unconfirmed stories of people who had enjoyed Brezh­
nev ' s  protection now being on the skids . 

Consolidation and reform 
Andropov' s' power, however, is in but the early stages of 

consolidation . He either refrained in caution or was barred 
from taking Brezhnev ' s  second title , Chairman of the Presid­
ium of the Supreme Soviet, which post was left empty for the 
time being.  Andropov-boosters in the Hungarian news agen-
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cy MTI jumped the gun, publishing a false report that he had 
secured that position . 

The meetings also showed the strength of other parts of 
the leadership coalition . Andropov appeared before the Su­
preme Soviet flanked by Politburo members Andrei Gromy­
ko, Foreign Minister, and Dmitrii Ustinov , Defense Minis­
ter. The defense-linked heavy industry and scientific group­
ing made itself visible with heavy-industry man Nikolai 
Ryzhkov' s  transfer from Gosplan to the Central Committee 
Secretariat and the naming of nuclear physicist Nikolai Basov 
to the Supreme Soviet Presidum. 

Even Konstantin Chernenko , Brezhnev ' s  Politburo ally 
whom Andropov outmaneuvered to become General Secre­
tary, was made Chairman of the Foreign Affairs C-ommission 
of the Supreme Soviet, a post vacant since its previous hold­
er, Politburo power-broker Mikhail Suslov , died last winter. 

The power of the science and industry people will be 
decisive for how the economic reform that Andropov is talk­
ing about actually materializes .  Many strategists , especially 
in Britain , have eagerlY , anticipated Andropov' s  wholesale 
adoption of the "Hungarian model" of economic decentrali­
�ation, which not only favored the consumer sector and ad­
mitted "profitability" as a main economic performance stand­
ard, but began to align domestic prices with international 
market prices , in preparation for making the Hungarian cur­
rency convertible . Under its New Economic Mechanism, 
begun in 1 968 , Hungary went deeply into debt and joined the 
International Monetary Fund . 

Indeed, Andropov exhorted the party to study "the ex­
perience of fraternal countries . "  His concrete proposals for 
increasing the "independence" of company managers and 
speeding up the introduction of labor- and resource-saving 
technologies were , however, drawn from policies stated by 
Brezhnev in the last three years . The difference is Andro­
pov' s  stress that now they will actually be carried out . Soviet 
press articles on economic reform, published in the recent 
period of Andropov ' s ascendancy ,  evoke not only Hungary ' s  
example , but the 1 965 and 1 968 reforms designed b y  the late 
Prime Minister Aleksei Kosygin . In those reforms (which 
were far less than fully implemented) , the "market economy" 
features were watered down in a compromise with a defense 
and heavy industry lobby in which Ustinov , now a major 
force on the Politburo , played a prominent role .  

This year' s  Nov . 5 Revolution Day speech by  Moscow 
party chief Viktor Grishin, another Politburo member, stressed 
that "local initiative" must be "skillfully co"?bined" with 
"centralized planning ,"  so that "all tasks be resolved , first 
and foremost, from overall state positions . "  

Anthony Robinson a Financial Times o f  London writer 
who last spring hoped aloud for Soviet agricultural reform to 
hand land and political clout back to a class of independent 
peasants , greeted Andropov ' s  first economics speech with 
praise , but also disappointment that Andropov had not yet 
mentioned "radical price reform" or the "underdevelopment" 
of the Soviet service sector relative to basic industry . 
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Andropov said that the first phase of reform would be a 
series of experiments , mostly organizational ones that are 
supposed to increase output without raising investment . For 
the short term, the 1 983 economic plan presented to the 
Supreme Soviet by Gosplan Chairman Nikolai Baibakov 
foresees the lowest annual growth rates ever for the Soviet 
economy: 3 . 2  percent for industrial output, which in 10 months 
of 1 982 was running even more slowly , at only 2 . 7  percent 
above 1 98 1 .  

Border diplomacy 
The current head of the KGB , Andropov' s  successor 

Vitalii Fedorchuk, was conspicuous t'o an extraordinary de­
gree at the Supreme Soviet session : he was a featured speak­
er, as he presented a new "Law on the U . S . S .R.  State Border. "  

Fedorchuk ' s  speech both boosted the prestige o f  the KGB 
as an institution-"worthily fulfilling the tasks entrusted"­
and dramatized Moscow' s  top foreign policy goal , conveyed 
already before Brezhnev died , of constructing zones of se­
curity all around the perimeter of the Soviet Union . (An 
Italian radio commentator put a more outward-looking inter­
pretation of Fedorchuk' s  comments about the KGB border 
troops '  task of halting weapons and drug traffic across the 
border, finding in this a veiled offer of international cooper­
ation in that area . )  

The most demonstrative step in this periphery-focused 
diplomacy is the pursuit of improved relations with China, 
begun in Brezhnev' s  last months and now picking up steam. 
A new round of virulent Soviet propaganda attacks against 
Washington harbingers a major disarmament offensive to­
ward Western Europe in 1 983-with the result , harmful for 
the chances of genuine world peace , of feeding tension be­
tween the. United States and Europe . 

During Brezhnev ' s  funeral , Andropov met the parties to 
the continuing Afghanistan crisis-Pakistan ' s General Zia 
and the possibly expendable Afghan ruler, Babrak Karmal . 
On Nov . 1 7 ,  a Pravda diplomatic notice revealed that the 
Soviet Foreign Ministry desk covering Afghanistan , Iran, 
and Turkey , which had been vacant since May 1982,  was 
filled by V .  S .  Safronchuk, whose most recent posting was 
Kabul . On Nov . 28 , the Turkish Foreign Minister arrived in 
Moscow for talks with Gromyko , from which he would pro­
ceed to Baku, Azerbaijan ,  to see Aliyev . 

Judging by his background, Aliyev will have much to say 
about developments on the U . S . S . R .  ' s  southern flank . 

Besides having been in charge of a border republic , Ali­
yev , according to some reports , spent time in Turkey, Paki­
stan , and Iran , as well as West Germany , in his younger days 
with the KGB . In Azerbaijan ,  he evidently followed closely 
the events in Iran as the Ayatollah Khomeini came to power; 
in December 1 980, Aliyev' s  successor as KGB chief in Azer­
baijan ,  Maj .  Gen . Ziya Yusif-Zade , launched a campaign 
against people who would, "in connection with the situation 
in Iran and Afghanistan . . . exploit the Islamic religion as 
one of the means of influencing the situation in our country . "  
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MEXICO 

De la Madrid pursues 
a 'middle way' on debt 

by Timothy Rush 

The inauguration of Mexico' s  new President , Miguel de la 
Madrid Hurtado on Dec . 1 ,  occasioned a gruesome outpour­
ing of Malthusian self-congratulation on the part of Mexico' s  
enemies that they had Mexico where they wanted it. Faced 
with the worst economic crisis in its history , Mexico would 
have to start destroying its own population . 

Perhaps most frank was the New York Times' s  Scotty 
Reston , who all but endorsed the famous plan of U . S .  State 
Department-linked agronomist William Paddock to cut the 
Mexican population in half-reduce it to a "manageable" 35 
million . Reston wrote from Mexico City Dec . 1 that "you 
don' t  have to be an expert on the interest rates or the price of 
oil"-some of the real reasons for Mexico' s  economic col­
lapse-"to understand Mexico ' s  quandary . . .  o:verpopula­
tion . "  The "standards of judgment" of those who point to 
doubling of Mexican longevity and the 75 percent reduction 
of infant mortality over the past 50 years as signs of progress 
must "be questioned;" Reston proclaimed. The problem is 
that Mexicans don 't  realize this yet, and are still "optimistic . "  
I n  fact , moaned Reston , Mexico City i s  "jumping with human 
energy and excitement . . .  the doubts of journalists [can ' t  
be heard] for the laughter of  children . "  

If these Malthusian forces , who stand behind the IMF 
and the leading commercial banks in New York, London, 
and Switzerland, think they have de la Madrid as a pawn in 
their pocket , they are wrong . De la Madrid is a nationalist 
who is committed to saving his country . As he put it in his 
inaugural , "We are going through an emergency situation . 
The situation we face is intolerable . I will not permit the 
nation to fall apart in my hands . At this moment, more than 
ever before , the interests of the nation and of the republic 
take precedence over private interests of individuals . "  

However, there i s  n o  question de l a  Madrid has immedi­
ately swung the country to a very different course than that 
followed by his predecessor, Jose Lopez Portillo , over recent 
months . 

IMF controls economic policy 
The IMF is clearly in the saddle on economic policy . All 

the chief economic officials in the cabinet , most notably Jesus 
Silva Herzog (reconfirmed at the Finance post) , and Carlos 
Salinas de Gortari , installed at the crucial post of Planning 
and the Budget (SPP) , are defenders of an IMF approach . 
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This involves severe austerity policies , relaxation (though 
not yet elimination) of exchange controls , a return to high 
interest rates , and priority attention to debt repayment over 
any considerations of domestic growth . 

The ten-point program of "economic reordering" an­
nounced by de la Madrid in his inaugural address was simi-

. larly an IMF program in its essential features . Point number 
one called for slashes in government spending , and the pay­
ment of foreign debt as a priority . The list proceeded from 
there . The new President declared the bank nationalization 
of Sept. 1 "irreversible ," consistent with his repeated public 
statements over the past three months . However he opened 
the door to re-selling part ownership to the private sector, as 
he declared his government would "seek new and imagina­
tive forms of participation. Nationalizing is not state-izing . "  

No middle ground 
The new Mexican President is looking for a middle way 

between breaking with the IMF system-a path of joint debt 
moratoria with other Ibero-American debtors and efforts to 
riegotiate a new world economic order with the leading cred­
itor nations on the basis of this shock-and carrying the IMF 
program through to its genocidal conclusions ,  so aptly 
sketched by the New York Times ' s  Reston . There is no such 
middle route . 

, This is what his predecessor, Lopez Portillo, found out. 
Throughout the first five years of his term, Lopez Portillo cut 
the Mexican private sector and the foreign banking commu­
nity into Mexico' s  surging growth on a more-than-generous 
basis . Then the current debt trap was sprung , on the basis of 
usurious international interest rate� and collapsing foreign 
commodities markets , augmented by a politically motivated 
surge of flight capital. 

In August 1 982 ,  Lopez Portillo was told by Mexico' s  
creditors ' cartel that Mexico had to put all its oil revenues 
into debt repayment and stop any projects of benefit to Mex­
ico ' s  population . By the private account of some of Lopez 
Portillo ' s  closest collaborators , he came within a hair of 
declaring a unilateral debt moratorium on Mexico' s  $80 bil­
lion debt . He took the next toughest step of nationalizing the 
banks and decreeing across-the-board exchange controls . 

De la Madrid is painfully aware of the same international 
pressures which are the fundamental cause of the Mexican 
collapse . In his inaugural speech,  he stressed that the Mexi­
can crisis "comes within a deteriorated international situa­
tion . We are seeing a very deep international recession now 
upon us . At the same time we see trade war, with protection­
ism disguised as free trade; a situation of high interest rates ;  
local and regional wars where the hegemonic powers dispute 
for control . "  

The foreign policy stance 
In foreign policy, de la Madrid made clear that he will 

follow the outlines of the Lopez Portillo era, not just in 
Central America but more broadly in the developing sector. 
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"We will seek a new internatiomll order,"  he stated , " . . .  
[showing] solidarity with the best causes of the developing 
sector. We will strengthen Latin American brotherhood . "  

De l a  Madrid declared that the first implementation plans 
for his government will be ready by the end of the month , 
and a more comprehensive plan by May . 

That is in fact the same timetable as his Malthusian op­
ponents-for his discrediting and overthrow . EIR sources in 
Mexico and in the United States report that plans from these 
quarters , which include surfacing an overtly fascist and fun­
damentalist "middle-class" movement , are in an advanced 
stage and are timed to mature by the middle of 1 98 3 .  

The members of the 
new Mexican cabinet 

In the list of 1 9  Mexican cabinet ministers released the eve­
ning of Nov . 30, and the complementary list of some two­
score important subcabinet posts released 24 hours later, 
probably the most shocking single appointment was the re­
naming of Miguel Mancera Aguayo as head of the Bank of 
Mexico, a post he had held up until Sept . 1 .  Throughout his 
previous tenure , and particlIlarly during the first eight months 
of this year,  he tenaciously defended the free convertibility 
of the peso which was allowing the entire nation to be black­
mailed by flight-capital operators and was forcing the country 
into a hideous spiral of devaluation and inflation . He was 
sacked the day exchange controls finally came through , some 
eight months after they would have done the most good . .  

Some jubilant foreign bankers have nicknamed him 
"Miguel Mancera MacArthur. "  His return signals that a hard­
line monetarist faction , both inside and outside the country , 
played all their cards with de la Madrid at the very beginning 
to get the maximum taste of "revenge . " 

However the appointment and what it betokens will pre­
dictably enrage the mass organized forces , led by labor, 
which rallied to back LOpez Portillo ' s  crackdown on the 
capital-flight blackmail .  These are the forces which de la 
Madrid must keep in line , if his chimerical deal with the IMF 
is to hold together at all . 

Most of the winners in the cabinet are close associates of 
the new President, and like him, are something of unknown 
entities in terms of personal views on the key issues now 
coming up . One of the few men with a highly defined profile , 
and one which saddles the administration with big problems,  
is Jesus Reyes Heroles , appointed Education Minister. Reyes 
Heroles , as Interior Minister for the first three years of the 
Lopez Portillo government, and as head of the ruling PRI 
party and of the state oil company Pemex before that , has 
worked tirelessly to replace Mexico ' s  republican institutions 
with a "pluralist" parliamentary regime on the British model . 
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One of his biggest targets has been Mexico' s  organized labor 
movement . As Education Minister, he will be well positioned 
to destroy the teachers ' union , the largest union in the coun­
try , which is already under internal attack . 

The losers include the factions of previous Presidents 
Lopez Portillo and Echeverria . Also a big loser is the outgo­
ing mayor of Mexico City , Carlos Hank Gonzalez . One of 
the wealthiest and most corrupt figures in Mexican politics ,  
Hank was universally recognized in  de la Madrid ' s  inaugural 
denunciation of those who use political office for business 
gain: "Either one governs or one does business .  The linking 
of the two things is immoral ,"  de la Madrid angrily declared . 
Hank and his faction were wiped out in the cabinet 
appointments . 

The "economic cabinet" includes:  
Jesus Silva Herzog, Finance Minister . Monetarist son 

of the Jesus Silva Herzog who helped Cardenas nationalize 
Mexican oil ; chief negotiator of the IMF accords signed Nov . 
1 0 .  Ph . D .  from Yale . 

Carlos Salinas de Gortari , Planning and the Budget 
(SPP) . 34-year-old "whiz kid" trained at Harvard and MIT, 
with connections into Wharton econometric modeling . Staff 
director for the Master Development Plan put together under 
de la Madrid in 1 980, when de la Madrid headed SPP. 

Francisco Labastida Ochoa, Resources and Industrial 
Development (Sepafin) . An undersecretary to de la Madrid 
in SPP, and one of de la Madrid ' s  "inner circle . "  

Miguel Mancera Aguayo, Bank o f  Mexico , hardline 
monetarist from the old Financial and Bank of Mexico 
"Mafia. "  

Gustavo Petricioli , Nafinsa (National Development 
Bank) . Monetarist background, former director of the stock 
exchange . 

Hector Hernandez, Commerce . Former Undersecretary 
of Commerce; principal negotiator for Mexico ' s  possible 
entrance into GATT, vetoed in 1 980 by Lopez Portillo . 

The leading non-economic positions are filled by: 
Manuel Bartlett Diaz, Interior . Served in a top Interior 

Ministry post under then-minister Moya Palencia in the early 
1 970s; jumped to being de la Madrid ' s  chief political troub­
leshooter in 1 979 .  

Bernardo Sepulveda Amor, Foreign Ministry . De la  
Madrid' s  chief foreign policy adviser since early 198 1 ;  moved 
up from serving as Mexican ambassador in Washington . 

Ramon Aguirre Velazquez, new mayor of Mexico City . 
Technocrat , close to de la Madrid, who moved up to take 
over SPP when de la Madrid was tapped as the PRJ ' s  presi­
dential candidate . 

Mario Ramon Beteta, Pemex . Monetarist Finance Min­
ister for last year of Echeverria administration , then switched 
under Lopez Portillo to head up the surging Somex state­
owned banking conglomerate . 

Sergio Garcia Ramirez, Attorney General . Moves up 
from post of Labor Minister for last year of Lopez Portillo 
administration; past political associations with Moya Palencia. 
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How Japan's Nakasone should play 
his cards against Henry Kissinger 

by Richard Katz 

The attack has already begun . In virtually every newspaper 
headline, new Japanese Prime Minister Yasuhiro Nakasone 
is being labeled a creature of Kakuei Tanaka, the former 
Prime Minister who is the chief defendant in the Lockheed 
bribery case . "Tanakasone" they have begun to call the new 
Prime Minister . 

"Nakasone Forms Cabinet Dominated by Tanaka Men" 
shouted the headline of the Nov . 27 Japan Times . Out of 20 
cabinet posts announced by Nakasone , seven went to mem­
bers of the Tanaka faction of the ruling Liberal-Democratic 
Party (LDP) , far more than were distributed to any other 
faction leader , including Nakasone ' s  own, which got only 
two posts . Nakasorte has "paid off' Tanaka for using his 
powerful electoral machine to win the prime ministership for 
Nakasone. 

The LDP is divided into six different personality-led fac­
tions which have engaged in extremely bitter factional blood­
letting over the past ten years . This intraparty feud has pre­
vented any Prime Minister since 1 972 from serving more 
than two years , despite the stable majority of the LDP within 
Japan ' s  Diet (parliament) . It has also hindered the Japanese 
government in creating a national consensus around solutions 
to national and international economic and foreign policy 
problems . Although factions have existed since the LDP' s  

, founding , the fallout from the Lockheed scandal raised the 
bitterness of such fights beyond previous levels .  

Tokyo insiders have already laid out the schedule on 
which Nakasone will be engulfed in the next outbreak of 
fratricide , which is being called the "February conjuncture . "  

I n  January 1983 , Nakasone will visit the United States to 
meet President Reagan . He is expected to grant Washington 
at least symbolic concessions on trade and defense issues in 
order to try to return home as the man who patched up the 
U . S . -Japan frictions of the Suzuki era . However, the funda­
mental problems at the foot of these long-standing frictions 
are not subject to a "quick fix" that Nakasone can use to win 
political points at home . 

Nakasone may even find that some people in Washington 
are not eager to give him a diplomatic victory . State Depart­
ment officials ,  according to a Republican Party-associated 
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Japan expert , recall Nakasone ' s  nationalist reputation and 
"are afraid he will 'do something dramatic . '  They aren't  sure 
how to handle him . "  

Threat of  new Lockheed scandal 
While the policy issues are problematic-including the 

domestic economic and budget crisis--the most dangerous 
problem for Nakasone in the period leading up to new Diet 
elections ,  is a scheduled rebirth of interest in the Lockheed 
scandal . In February , the prosecutor in - the Lockheed case 
against Tanaka will sum up his case and make his demand 
that Tanaka be sent to jail . From that point on until the actual 
verdict sometime in the spring or summer, Lockheed will be 
in the headlines every day . 

Nakasone will have to bear the onus i)f having been put 
into power by Tanaka as the LDP enters new Diet elections .  
The LDP i s  expected to do poorly . A t  that point , the anti­
Tanaka factions in the LDP which brought down Suzuki 
because he was "Tanaka' s  man" will begin to demand the 
ouster of Nakasone . Nakasone could be out of office by 
summer. 

Kissinger, Lockheed and resource diplomacy 
Once again, Lockheed will shape Japanese politics ,  al­

most to the exclusion of debate over real policy issues ,  with 
Tanaka and Nakasone as the target . 

However, recent developments in Italy around the Lock­
heed case have led some Tokyo insiders to suggest another 
possibility . Nakasone and Tanaka might try to survive by 
taking the Lockheed issue head on . In this case , Lockheed 
would dominate the headlines ,  but the target would not be 
Tanaka: it would be Henry Kissinger. 

According to well-placed Japanese journalists , some 
Tanaka associates have taken note of the headline story in 
Italy that then-Secretary of State Henry Kissinger had tried 
to use the Lockheed scandal to destroy the political leadership 
of Aldo Moro , after having threatened him in 1 974 . These 
revelations were made by close Moro associate Corrado 

• 
Guerzoni at the trial of the Red Brigades terrorists who mur-
dered former Prime Minister Moro in 1 978 (EIR , Nov. 23 , 
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Nakasone on Kissinger and 
the great oil crisis of 1974 
The/ollowing excerpts are takenfrom Nakasone'  s May 

1982 autobiographical essay "My Life in Politics . "  

This has not yet been published, but it has been given 

to President Reagan, and EIR has obtained a copy . 

The Ministry of Foreign Affairs strongly opposed 
my [ 1 973]  plan to visit these Mideast states . Though 
fully 98 percent of Japan' s  crude oil imports came from 
these countries , almost all of it was purchased indi­
rectly through the major oil companies .  The ministry 
wanted to maintain close ties with the United States ,  
host nation of  the oil majors . I t  worried that the United 
States would view my visit as indicative of a willing­
ness of Japan to strike out on its own, if not in defiance , 
at least in disregard of U . S .  interests . 

I argued forcefully that Japan should work to de­
velop closer relations with the oil-producing nations 
even as it continued to act in concert with the other oil­
consuming nations on oil matters . ,  . . .  

In the end, I prevailed in my views,  and set off for 
the Mideast be/ore the oil shock. . . . 

I am told my actions at this time were not well­
received in the United States . At home, some criticized 
me for having been too bold, given the complications 
of the international oil situation. It is also true that I 
had a number of sharp exchanges with U .  S .  Secretary 
of State Kissinger . . . .  

I was convinced that resource-poor Japan . . .  had 
to do everything in its power to protect its economy 
from collapse . This judgment stemmed from my own 
convictions about the course of history . Looking at the 
new wave of resource nationalism sweeping through 
the Middle East, I saw how fruitless it would be to 
oppose this vast historical current . . . . 

, 

Japan had to act on its own behalf. It could not rely 
solely on the goodwill of other states . . . .  

Japan will no doubt continue to be a member of the 
Western alliance , sharing their belief in freedom and 
democracy . But at the same time we must revitalize 
that alliance . We must sweep away the old mindsets 
and ways of doing business of the colonial age . We 
strive to create a new international order based on 
equality and mutual benefit. 
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30 , 1 982) . 
The Japanese journalists commented , "It was widely be­

lieved in Japan that Kissinger helped set up the Lockheed 
affair to 'get' Tanaka. But we can ' t  say that because we could 
never prove that . Now that this story has come out in Italy , 
some people in Tokyo are thinking of re-opening the 
investigation . " 

The story of Kissinger ' s  involvement in the Lockheed 
scandal is the story of the attempt to stop the "resource diplo­
macy" being carried out by then-Prime Minister Kakuei Tan­
aka and the man who was Tanaka' s  Minister for International 
Trade and Industry (MITI) , Yasuhiro Nakasone . 

Tanaka came to power in 1 972 as the candidate of the 
"Shigenha,"  the "resource faction" of Japanese industrialists 
who believed that Japan could not be assured of unstifled 
economic development and foreign policy independence as 
long as it was dependent upon others for access to energy and 
other natural resources . 

Earlier Prime Ministers , notably Ichiro Hatoyama and 
H�yato Ikeda, had carried out a "Shingenha" policy to some 
extent, but Tanaka was like no other Prime Minister. Tanaka 
was a rough-and-tumble Mayor Daley-style politician who 
built his power on a self-made construction business and a 
well-greased electoral machine that repeatedly astounded the 
Japanese "establishment . "  

A s  Prime Minister , Tanaka traveled the world i n  support 
of his resource diplomacy. He made huge oil and natural gas 
deals with the Soviet Union during a visit with Brezhnev­
and became the only Japanese Prime Minister to secure a 
Soviet promise (since revoked) to negotiate at some point a 
return of the "northern Islands" taken by the U .  S .  S . R. after 
World War II . In visits to Europe , Tanaka and his aides made 
efforts to form consortia with European state-owned oil firms 
to break the monopoly of the Seven Sisters . Tanaka made 
oil-for-technology deals with Arab countries and resource­
for-technology deals with other , developing countries . He 
built up Japan' s  nuclear energy and secured deals for inde­
pendent access to uranium. Finally , he initiated Japan' s  ties 
to mainland China . 

I 

MITI Minister Nakasone played a major role in this "Shi­
genha" diplomacy.  Nakasone had first made his name as a 
Diet member in the mid- 1 950s as a major proponent of nu­
clear power and as the first Chairman of Japan ' s  Atomic 
Energy Commission . 

Nakasone spoke of his view of resource diplomacy in a 
forthright June 1 973 interview with the Japanese Economist 

in which he rejected Kissinger ' s  anti-OPEC consumer bloc 
idea: 

[The OPEC countries have adopted the] principle of 
not selling oil to any country which does not cooperate 
in their industrial construction , or not allowing such a 
country to mine oil . In fact ,  the phenomenon of selling 
"direct deal" [not through the international majors] to 
a country which cooperates in their industrial devel-
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Nakasone on defense and 
the need for nuclear power 

On nuclear energy : [During a 1 953  trip to Ameri­
ca] , I made a study of United States research into the 
peaceful use of atomic energy . All research relating to 
atomic power had been prohibited in Japan but I bad 
long been keenly aware of the importance of this 
work . . . .  

If we did not begin such work in Japan as quickly 
as possible , our country soon would be left behind by 
the coming energy revolution . 

For a country as poor in natural resources and en­
ergy as Japan is ,  the creation of new wealth through 
scientific and technological progress is essential for 
national survival . Particularly in areas of study requir­
ing a ·  comprehensive approach and long-term plan­
ning-like the peaceful use of nuclear energy-the 
government must take responsibility for setting nation­
al policies , providing the appropriate stimulus and tak­
ing the lead in development . . . . 

That was the time when U . S .  President Dwight 
Eisenhower was making his famous "Atoms for Peace" 
speech before the United Nations General Assembly , 
in which he set forth his policy of international coop­
eration in the peaceful use of atomic energy . . . . 

In March 1 954 , I succeeded in persuading the cab­
inet to earmark 230 million yen for a basic study on the 
construction of nuclear experimental plants . . . . 

Today there are 38 operational nuclear reactors in 
Japan . . . [providing] 1 6  percent of Japan ' s  total elec­
tric power output . These plants proved their value dur­
ing the oil crises . 

I firmly believe that scientific and technological 
growth and improved productivity through cooperative 
industrial relations were indispensable if Japan was to 
make its way in the world as an independent nation 
devoted to peace . 

I attached conditions to my support for the Nuclear 
Non-Proliferation Treaty . I wanted to know how the 
nuclear powers intended to limit nuclear arms . . . .  
guarantees that the nuclear powers would not use nu­
clear weapons to threaten or attack non-nuclear powers 
. . .  assurance that the industrial secrets of each coun­
try ' s  nuclear power industry would be protected . My 
criticism of the treaty was a criticism of the whole idea 
of nuclear chauvinism. 

On defense policy : I next met [in 1 95 1 ]  with U. S .  
special envoy John Foster Dulles , who was in Japan to 
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negotiate the peace treaty that would end the occupa­
tion . I spelled out the provisions I thought should be 
included in the treaty , and disc\lssed the need for and 
possible contents of a mutual defense agreement. In 
this document I made a special point of asking that 
Japan be given complete freedom to conduct scientific 
studies , including the right to study the peaceful use of 
atomic energy . 

I did not disagree with the basic policy of coopera­
tion with the Western world , especially the United 
States . Nonetheless , I was convinced that complete 
independence would only come when Japan was capa­
ble of administering and defending itself and of contrib­
uting in some measure to the security and well-being of 
other states . . . . 

However, it led many Americans to regard me as a 
dangerous individual , steeped in rabid nationalism . . . .  

As I saw it at the time , this [just-signed] Japan-U . S .  
Security Treaty was altogether too one-sided. We relin­
quished jurisdiction over members of the U . S .  Forces 
stationed in Japan; we permitted U . S .  Forces to act 
against domestic unrest . The treaty lacked an expiration 
date . The agreement might have been better termed a 
treaty of protection . . . .  

A people that have become used to the protection 
of another country soon lose the will to defend them­
selves . They degenerate into weak and selfish materi­
alists who put the pursuit of economic prosperity above 
all else . This was the outcome I most feared when the 
security treaty was signed . . . .  

[Nakasone noted that the 1 960 treaty revisions re­
medied many problems ,  and commented "Today we 
have a good treaty . "--ed . ]  

I was appointed head of the Defense Agency i n  the 
Sato cabinet in 1 970 . The following was my first public 
statement on taking office as Defense AgencyDirector 
General: Japan will defend itself by itself. This is our 
foremost and fundamental principle . When we cannot 
do everything by ourselves we will join with others . In 
the past we have often given the mistaken impression 
that Japan ' s  defense plans exist only as a part of Amer­
ican strategy in the Far East . I believe we must dispel 
this misunderstanding . We must strive to establish our 
own basic policy on defense . . . .  

Japan should content itself with a non-nuclear de­
fense of its territories , air and sea . By no means should 
it seek to become a major military power . . . . 

As an industrial nation with sophisticated science 
and technology at its disposal , the greatest contribu­
tions Japan can make to world peace are through co­
operation in the -economic and cultural spheres . 
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: " �p";ll�I{t
' has appeared . . .  This led Japan to offer po-

sitive cooperation . . .  The majors side , taking this 
Japane�e bid as a threat , advanced that consumer coun­
try bloc idea . . . European countries do not agree : . . 
The consumer bloc idea is Dulles diplomacy in oil . . . .  
We have no intention to follow servily any idea that is 
not reasonable globally . 

The. 1973 clash 
For Henry Kissinger, Japan ' s  "resource diplomacy" and 

the fqreign policy independence it presaged , was a direct 
chailenge . This became particularly true after the Aug . 1 5 ,  
1 971  dollar crisis and the issuance of the Club of Rome ' s  
"Limits to Growth" report. Under the pretext o f  "limited 
resources , "  the Club of Rome rehashed the classical British 
colonial view that the rapid industrial growth of heavily pop­
ulated non-white Third World countries was a political threat 
to the existing industrialized nations . 

For this "low growth" faction-represented in the Nixon 
administration by Kissinger, Undersecretary of the Treasury 
Paul Vo1cker, imd Labor Secretary George Shultz , but not 
including Nixion himself-Japan ' s  cooperation with such 

· nations. through "resource diplomacy" was a threat . 
Kissinger' s inqignation was communicated to Tokyo in 

a heated 1 973 cabinet meeting by Foreign Minister Masa­
yoshi Ohira . Ohira warned that Nakasone' s  planned trip to 
the Midd� East was a direct challenge to Kissinger' s  Middle 
East policy . According to MITI sources , Ohira said that 
Kissinger had gone so far as to threaten that the Seven Sisters 
would reduce their oil supplies to Japan , if Japan defied his 
anti-OPEC consumer bloc-all of this occuring before the 
October 1 973 oil shock. 

Kissinger' s  threat simply underscored the need for inde­
pendent access to resources . NaKasone traveled to the Middle 
East in 1973 and again in January 1 974 . 

Kissinger personally  contacted Nakasone and , in a heated 
shouting match , warned Nakasone that he 'd better drop the 
oil-for-technology policy.  "What benefit is there for Japan in 
what you say?" Nakasone demanded of Kissinger, according 
to Nakasone associates .  "Unity with us ,"  was Kissinger 's  
reply .  

Kissinger and the Draper Fund retaliat� 
Kissingf:�,'s revenge came a few months later . The Japa­

nese magazine Bungei Shunju" charged Tanaka with corrupt 

· funding of his construction firm and his LDP faction . Nothing 
much came of this story until Tanaka appeared before the 
Foreign Press Club . There , reporters from the New York 

Times and the Washington Post-the same papers that "Wa­
tergaied" Nixon�reated a furor over the issue and chastised 
the Japanese reporters for not going after Tanaka . After that , 

· the scandal grew inside Japan ; by November 1 974,  Tanaka 
was forced to resign . 
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What was the source of Bungei Shunju' s  information? 
The original material was not in Japanese , but in English ! 
Indeed, large portions of the piece had appeared months 
earlier in a Chicago paper called Ri�ing Tide, published by 
the Unification Church of Rev . Sun Myung Moon. The major 
Japanese backer of Moon's  "cI!urch" is a very powerful Dope, 
Inc . gangster and former Class A war criminal named Ry­
oichi Sasagawa. Sasagawa is no ordinary mafiosi . Aside 
from his high-level connections in the LDP, Sasagawa is the 
honorary chairman and financier of the Washington, D . C .  
Draper Fund/Population Crisis Council-the main U .S .  co­
thinker of the Club of Rome . On the Draper Fund board along 
with Sasagawa sit Robert McN amara, George Ball , Maxwell 
Taylor, Henry Fowler, C. Douglas Dillon , Holland' s  Prince 
Bernhard, and Club of Rome chieftain Aurelio Peccei. Among 
its supporters was Kissinger National Security Council staf­
fer Robert Hormatz . 

In September 1 975-four months before Lockheed 
broke-Sasagawa visited the United States to meet with 
McNamara , Dillon and officials of Lehman Brothers and 
B ache & Co.  Just as in the Italian case , Kissinger had not 
hesitated to use gangsters and terrorists for his purposes . 

The Bungei Shunju scandal removed Tanaka from the 
prime ministership , but by no means was his power de­
stroyed . No indictment was handed down . Tanaka retained 
his parliamentary seat and there was wide speculation he 
would one day return to power. 

Then , in January 1 976 a Special U . S .  Senate Committee 
heard testimony from two officers of a corporation under 
virtual receivership to the U . S .  government and to the in­
ve,stment banks that had hosted Sasagawa, the Lockheed 
Corporation . The officials told the Church Committee that 
their firm had bribed officials in a number of countries , no­
tably Italy and Japan . 

From that point on , Tanaka was indicted , and subject to 
possible imprisonment . Though he could put other men in 
power, he was blocked from ever returning to the prime 
ministership himself. An added benefit for Kissinger is that 
Tanaka ' s  successor, Prime Minister Takeo Miki , who had 
followed a "Shigenha" policy in his own way , was deposed 
from office due to the bitter lDP infighting catalyzed by the 
Lockheed scandal . 

In September 1 976,  Journalist Seichiro Tahara charged 
in a Chuo Koron article , "Kakeui Tanaka , Who Stepped on 
American Tiger' s  Tail" that networks run by Kissinger and 
Kissinger-backed David Rockefeller had engineered ,the 
Lockheed scandal in order to end Tanaka and Nakasone ' s  
resource diplomacy, particularly i n  oil and nuclear energy . 
At the time , "Shigenha" businessmen told EIR they agreed 
with Tahara ' s  article . 

This spring , Nakasone is slated to be the next victim of 
Lockheed , and Tanaka is scheduled to be finally "finished 
off' by a court conviction-unless they "go Italian" and name 
Kissinger . 
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Africa Report by Douglas DeGroot and Mary Brannan 

Bush gives Pretoria carte blanche 
The only national sovereignty in Africa which the United States 

recognizes , the Vice President demonstrated, is South Africa ' s .  

African nations must give up their 
sovereignty , Vice-President George 
Bush told them last month on his 
seven-nation tour of Africa.  

Bush didn ' t  say that in so many 
words , but his deprecatory attitude to­
ward the Organization of African Un­
ity (OAU ) ,  a continent-wide organi­
zation of sovereign nation-states ,  was 
the beginning of this message . His en­
dorsement of South Africa ' s  murder­
OI1S and destructive role in southern 
Africa, and his repeated backing of the 
South African position on the issue of 
independence for Namibia,  drove the 
point home . 

Last week I reported the economic 
policy content of Bush ' s  trip , which 
was based on a World B ank nation­
wrecking blueprint . The trip was set 
up by Asst . Secretary of State for Af­
rican Affairs , Chester Crocker. 
"Crocker held Bush ' s  hand through­
out the entire trip , "  one Washington 
source told me . Crocker worked under 
Henry Kissinger when Kissinger 
headed the National Security Council 
Staff, and became later African Stud­
ies director at Georgetown ' s  Center 
for Strategic and International Stud­
ies ,  a favorite Kissinger haunt . 

Crocker' s  priority concern for Af­
rica is its mineral wealth . Married to a 
Rhodesian , he is considered an expert 
on southern African affairs . 

The key political concern of the 
African leaders Bush met with was the 
Reagan administration ' s  attitude to­
ward the stalled negotiations on the 
independence of Namibia. The U . S .  
had relaunched these negotiations , 
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which involved four other Western 
nations (France , Britain,  Canada and 
West Germany) , South Africa,  and 
SWAPO , the national liberation 
movement in Namibia .  The issue of 
Namibian independence has been un­
resolved since 1 966 , when the United 
Nations revoked South Africa ' s  Lea­
gue of Nations mandate to administer 
the territory . South Africa presently 
occupies the territory with upwards of 
20 ,000 troops .  

On his trip , Bush adopted the South 
African position on further Namibian 
negotiations , making the withdrawal 
of Cuban technicians and troops from 
neighboring Angola a precondition for 
further talks , and thus attempting to 
dictate Angola ' s  foreign policy . 

The Namibia issue as it i s  being 
currently played out has nothing to do 
with independence, but whether South 
Africa will be able to make and break 
nations at will in southern Africa. 
South Africa is sponsoring a rebel 
movement which is trying to topple 
the government of �ozambique . A 
similar force is prepared for opera­
tions into Zimbabwe . South Africa is 
backing the Unita guerilla insurgents 
in Angola .  South African troops ac­
tually occupy part of Angola' s  Cu­
nene province . On Nov . 1 1  Angola' s  
President reported that the South Af­
rican Army has inflicted $ 1 0  billion in 
material damage on the country since 
independence in November 1 975 . 

While South Africa has been on 
the rampage,  the Reagan administra­
tion has not lifted a finger to rein it in .  
According to Crocker' s  reasoning any 

harsh words from the administration 
would disrupt his policy of "construc­
tive engagement , " based on enticing 
South Africa to reenter Namibia ne­
gotiations they have repeatedly backed 
away from, by coaxing and whee­
dlirig . Bush indicated that Crocker will 
continue to pretend to seek to negoti­
ate for two more years while South 
Africa gets a free hand to destroy other 
nations:  "Jf there is to be security in 
Southern Africa, South Africa must 
be involved in shaping it . "  South Af­
rica ' s  threats to drop any pretense of 
talks and instead install a black puppet 
government of its own in Namibia­
the excuse used by Crocker, et al. to 
continue the "negotiations" charade--­
are only a bluff. No such arrangement 
could last . 

South Africa ' s  destructive activity 
nicely complements the IMF' s 'aation­
wrecking . South Africa easily quali­
fied recently for a $ 1  billion IMF loan. 
unlike other Africa countries .  since 
South Africa has no qualms about de­
stroying its own population . 

Bush ' s  efforts to use African re­
fusal to accept the linkage of Namibi­
an independence to the withdrawal of 
Cubans from Angola met with blister­
ing criticism from even moderate Af­
rican governments . In :words of Ken­
ya' s President Daniel Arap Moi, "No 
nation that possesses true democracy 
and national sovereignty should con­
nect the two issues . " 

Afterwards, Crocker treated all 
criticism of Bush ' s  trip as if Africans 
were children letting off steam: "Af­
rican leaders often find it hard to state 
publicly their positions,  and must 
publicly express a position of disas­
sociation from us . . .  the point is, no 
one should be deceived about the rhet­
oric involved . "  

A s  one o f  m y  African sources put 
it: "Bush made Kissinger look li� a 
pygmy . "  
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International Intelligence 

Argentina grants asylum 
to Bolivian drugrunners 

Argentina' s  military junta has officially 
granted political asylum to Luis Arce Gom­
ez, the former Bolivian Interior Minister who 
took refuge in Argentina shortly before the 
current Bolivian President , Heman Silez 
Zuazo, took office in mid-October. Arce 
GOmez, an asset of the drug-running and 
terrorist "  apparatus' run by the fascist Propa­
ganda-2 Freemasons , served as Interior 
Minister under the '1 980-81 presidency of 
"cocaine general" Garcia Meza . He is want­
ed in Bolivia for his fole in directing para­
military death squads , drug-trafficking , and 
for the assassination of Socialist leader Mar­
celo Quiroga Santa Cruz . 

Action taken by the Siles Zuazo govern­
ment shortly after taking power revealed the 
scope of the P-2 ' s  drug and terrorist activi­
ties in Bolivia, including its deployment of 
such European fascists as Steffano della 
Chiaie and the recently captured Pierluigi 
Pagliai . Investigations also revealed the 
support given these networks by the P-2 
linked faction of Argentina' s  military intel­
ligence . It is this latter faction that has guar­
anteed protection to both Arce Gomez and 
Garcia Meza in Argentina. 

Israeli mafia pushes 
another Haddadland 

The Israeli occupying force in Lebanon is 
quietly working to create another Israeli­
controlled enclave in central Lebanon, like 
the one in south Lebanon known as "Had­
dadland" after the mercenary Major Saad 
Haddad . 

" 

Israeli Defense Minister Ariel Sharon 
and the Israeli mafia behind him are the ar­
chitects of a scheme called the "Druze Open 
Door,"  according to which the current lead­
ership of the powerful Druze sect which 
dominates the Chouf region , Walid Jum­
blatt and his large clan, are to be ousted­
and his pro-Israel rival Majid Arslan to be­
come Druze leader. 

Walid Jumblatt , who has been vocal in 
opposing Israel ' s  provocative occupation of 
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the Chouf, narrowly escaped assassination 
Dec. 1 ,  when a large bomb exploded in West 
Beirut.  Three days earlier Prince Majid Ar­
sIan for the first time welcomed the Israeli 
forces in the Chouf. Lebanese sources say 
that the Israelis are primarily occupying 
towns under the control of the feudal Arslan 
clan , such as Aley , to. protect them from the 
Jumblatts .  

The Chouf region contains some of the 
most lucrative illegal drug , gun and contra­
band business in the world . It passes from 
the Syrian occupied Bekaa Valley in Eastern 
Lebanon to the port towns of Lebanon. 

Lebanese President Amin GemaYl?1 is­
sued a call to the United States on Nov . 30 
to increase the multinational force in Leba­
non in order to quell the growing violence 
in the Chouf, which Gemayel has been pow­
erless  to stop. 

Colombian labor 
targets monetarists 

On Dec . 9 ,  Colombia' s  four lilbor federa­
tions--three million strong-will demon­
strate throughout the country to demand na­
tionalization ofthe drug-linked banking sys­
tem ,  and the lowering of interest rates ,  as 
the prerequisite of a reindustrialization pol­
icy . In addition important forces within the 
movement will be demanding a continent­
wide debt moratorium as the means for 
achieving such a program . 

The march' s  program was hammered out 
following an explosive Nov . 25 meeting of 
the National Wages Council . Club of Life 
member and executive of the UTC labor 
federeation Jorge Carrillo told the assem­
bled labor representatives that "The high in­
terest rates and bad management of the fi­
nancial sector are the causes of the economic 
crisis . . . .  The workers have had no hand 
in these policies and cannot be the ones to 
sacrifice . . . but rather those who have ben­
efitted from high levels of indebtedness and 
soaring interest rates . " 

Carrillo ' s  words were in response to Fi­
nance Minister Gutierrez Castro who, while 
sharply denouncing the foreign indebted­
ness and industrial stagnation for making 
Colombia "one of the most strangled coun­
tries in the Third World ,"  nonetheless of-

fered the desperate "solution" of worker 
sacrifice as the only means of staving off 
"economic catastrophe . "  

Carrillo explains , "One cannot combat 
inflation in Colombia based on the hunger 
of its workers because inflation is caused by 
. . .  high interest rates ,  by the fact that for 
every productive worker there are three who 
don' t  produce ;and because of the declining 
value of obsolete machinery . "  He ended with 
a call for the Colombian government to join 
with its neighbors "to ask for a renegotiation 
of the continent ' s  foreign debt , or a 
moratorium . " 

European Nuclear 
Committee founded 

Newspapers in France , including Le Monde, 
the country ' s  "newspaper of record ," called 
attention to the founding meeting of the Eu­
ropean Committee for Nuclear Energy that 
took place in Strasbourg near the Franco­
German border Nov . 27 , which was ad­
dressed by EIR founder Lyndon H .  La­
Rouche, Jr. , Helga Zepp-LaRouche, Jacques 
Cheminade , and leaders of several Europe-, 
an nations . 

On Dec . 1 ,  Le Monde reported: 
"A European committee for nuclear en­

ergy was founded Saturday Nov . 27 in 
Strasbourg , at the initiative of the National 
Committee for Nuclear Energy and the 
Franco-German Committee for Nuclear En­
ergy . Delegations coming from Sweden, 
Spain, Italy, Belgium, Germany and France , 
bringing together industrialists , scientists , 
engineers , trade union leaders , political per­
sonalities and university professors , partici­
pated in the creation of that committee which 
will designate its board of directors 'before 
the end of the year . ' " 

"The aim of the committee is to define 
and put forth a new policy of 'Atoms for 
Peace ' renewing the historical optimism of 
great projects of North-South economic de­
velopment such as those of General de Gaulle 
and President Eisenhower. 'To develop nu­
clear energy without delay in the European 
countries is a necessity if Europe wants to 
pull out of the economic crisis; to export 
European nuclear technologies to the Third 
World is synonymous with rapid develop-
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ment in those countries of higbly skilled jobs , 
and of prosperity for our countries , '  de­
clared the spokesman for the Committee , 
Jacques Cheminade , General Secretary of 
the European Labor Party, and Fram.ois 
Georges Dreyfus,  Director of the Center for 
German Studies and of the Institute of Po lit­
ical Studies of Strasbourg . .  

The necessity to promote research in the 
domain of controlled thermonuclear fusion , 
the next great area for energy development, 
according to the committee, was also stressed 
during the course of the conference . 

"The Committee also raised the question 
of defensive beam weapons capable of de­
stroying ballistic missiles while flying in 
space . ' It is the realization that those weap­
ons and not the utopia of the dangerous 
movement in favor of freezing nuclear 
weapons and of jeopardizing all the present 
strategic equipment based on nuclear terror 
are what can guarantee peace , '  Mrs . Helga 
Zepp-LaRouche, president of the Club of 
Life, stressed during a press conference . 

"The new committee , which wants to be 
the 'real peace movement, ' has the intention 
of organizing a symposium which will take 
place parallel to the upcoming summit of 
non-aligned countries in New �elhi next 
February . "  

Peeved Pakistanis 
won 't take F-16s 

The week before the scheduled Dec . 6 arriv­
al of Pakistani strongman Zia ul-Haq in 
Washington, word got out that the weapons 
deal at the center of the U . S . -Pakistan rela­
tionship was in trouble . Pakistan has appar­
ently rejected delivery of the first six of the 
forty F- 1 6  fighter planes in the $ 1 . 6 billion 
arms package , because the craft were not 
equipped with the sophisticated electronic 
devices generally installed on their Ameri­
can counterparts-which allow them to car­
ry nuclear payloads . 

The planes were to have been delivered 
on Dec . 2, in time to add a military flourish 
to General Zia' s  departure . 

The planes had already been officially 
accepted by Air Commodore Hakim-ullah 
of the Pakistani Air Force in ceremonies 
Oct . 1 3  at the Fort Worth, Texas , division 
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of General Dynamics ,  the F- 1 6 ' s  manufac­
turer. Saudi Arabia had already made the 
down payment on, the planes for Pakistan . 

'The Germans were 
afraid, that's all' 

The American embassy in Bonn has been 
caught at the center of a rumor campaign 
aimed at blocking the influence in the Fed­
eral Republic of Germany of Lyndon H .  
LaRouche ' s  call for the United States to de­
velop a beam weapon anti-ballistic missile 
system. LaRouche issued the call at a Nov . 
26 conference held by the Executive Intelli­
gence Review in Bonn . 

German military personnel, contacted by 
EJR to attend the conference , expressed in­
terest but said they could not come with the 
prior approval of the U . S .  embassy . One 
German officer named embassy staffer Mr. 
Dillion , the liaison to German military in­
telligence , as the man who would have to 
give the okay . 

The State Department declares that it has 
no jurisdiction over private conferences ;  yet 
German officers continue to say that approv­
al from Washington is required for a meet-

. ing of a military nature . 
Although the EIR conference was well­

attended, there was a notable absence of 
Germans and Americans .  

Behind the bureaucratic runaround is  a 
bitter fight to block LaRouche ' s  influence . 
The Bonn embassy has previously been im­
plicated in efforts to strip security protection 

. from LaRouche and his wife .  Commented 
one representative from a defense-related 
American company: "I heard the seminar 
was good, but you didn ' t  have many Ger­
mans,  did you? . . .  The reason is that the 
rumor traffic around this was the highest 
I 've seen in years . The Germans were afraid, 
that' s  all . "  

The left-liberal daily Frankfurter Rund­
schau carried a journalistic attack against 
the EIR conference Dec . 1 ,  noting that the 
West German government was circulating 
an "internal government dossier" in March, 
denying the credibility of EIR ' s information 
on "the illegal weapons trade , drug smug­
gling , imminent terrorist activities ,  and 
whatnot . "  

Briefly 

• EDGAR BRONFMAN will visit 
Moscow sometime in December at 
the invitation of the Central Commit­
tee of the Soviet Communist Party . 
According to the Israeli daily Haar­
etz , Bronfman ' s  trip to Moscow is 
being viewed in the context of a pos­
sible thaw in bilateral U . S . S . R . -Is­
raeli relations . Bronfman' s  contact 
point and ' sponsor' in Moscow is 
Georgii Arbatov , director of the 
U . S . A. -Canada Studies Institute in 
Moscow . It is expected that Bronf­
man will meet with new Soviet leader 
Andropov during his stay in Mos­
cow . Last summer, Bronfman hired 
the former Israeli ambassador to 
Washington, Ephraim Evron, who is 
known among diplomats as a Kissin­
ger man, to serve as his adviser on 
Israel . 

• TRADITION Family and Prop­
erty took out a six -page ad in the larg­
est Mexican newspaper Excelsior, on 
Nov . 29 to attack Pope John Paul II 
and his Laborem Excercens encycli­
cal as "socialist . "  According to the 
statement, signed by TFP's  Brazilian 
chapter, the ad has been published in 
90 periodicals in 35 countries,  as part 
of a campaign against the Second In­
ternational which began a year ago .  
The French government has also been 
targeted . 

• TRILATERAL Commission 
candidate Garret FitzGerald claimed 
victory Nov . 26 over incumbent Irish 
Prime Minister Charles Haughey . 
Kissinger-associate Fitzgerald, also Ii 
former Prime Minister, is expected to 
be a beneficiary of real estate opera­
tions now in motion around expected 
Israeli annexation of the West Bank 
of the Jordan River. 

• MECHAI VIRA V AIDYA, a 
member of the World PopUlation 
Council ,  announced that he plans to 
celebrate the King of Thailand' s  
birthday o n  Dec . 5 b y  performing 
1 ,000 . consecutive vasectomies in 

. Bangkok-a new world record. An-
gus Ogilvie , the Queen of England' s  
cousin , will b e  i n  town t o  share i n  the 
festivities .  
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Will the White House fall 
into Howard Baker's trap? 
by Richard Cohen, Washington Bureau Chief 

Senate Majority Leader Howard Baker (R-Tenn . )  is now the 
pointman in an effort to nurse the White House into a deal 
that would all but eradicate President Reagan ' s  ability to 
make sharp , independent political and economic moves dur­
ing the period of intense crisis foreseeable in the spring and 
summer of 1 983 . 

Baker and his collaborators are seeking signals from the 
President ' s  State of the Union Address that would mark a 
change from the President ' s  previous commitments to U . S .  
defense and national security , and a more conciliatory tone 
to a European and U .  � .  "peace movement" planning for 
potentially violent street actions next year . In addition , Baker 
is reported to be seeking signs of White House willingness to 
accept congressional moves to create institutions of perma­
nent depression , institutions masquerading as "jobs 
programs . "  

This plan centers around surfacing Baker, along with 
Senate all ies Finance Committee Chairman Robert Dole and 
Budget Committee Chairman Pete Domenici as "backroom" 
brokers between the Reagan White House on the one hand 
and the Federal Reserve Board and House Speaker Tip 
O'Neill . The powerful sponsors of the "Baker Project" are 
essentially the same New York and London commercial and 
investment bankers who in late 1 98 1  ferried the staffs of the 
Senate Budget and Finance Committees from Washington up 
to New York in order to craft a 1 982 tax increase and deepen 
federal budget cuts . 

My sources insist that the same administration conspira­
tors that promoted the 1 98 1 -82 Bank for International Settle­
ments (BIS)-crafted austerity package are now privately in­
volved in in-house lobbying for the "Baker Project . " White 
House Chief of Staff James Baker III is said to be the m�st 
informed and direct agent of the Baker Project in the White 
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House . In addition , Baker' s  top assistant , Elliot Richardson­
protege Richard Darman , is  now reported to be in the leading 
position to replace Deputy White House Chief of Staff Mi­
chael Deaver , and to have recently assumed direction over 
White House domestic policy . Office of Management and 
Budget Director David Stockman , Vice-President George 
Bush , and Commerce Secretary Malcolm Baldrige are re­
ported to fully back the "Project ,"  along with Secretary of 
State George Shultz , who has recently assumed a dominant 
position within the Reagan administration ' s  "Economic Troi­
ka" of Stockman , Treasury Secretary Donald Regan , and 
Council of Economic Advisers Chairman Martin Feldstein . 
These sources point to Shultz' s  close collaboration with AFL­
CIa President Lane Kirkland in promoting the gasoline tax 
and "road repair jobs bill" certain to pass . the congressional 
lame-duck session . Shultz , in collaboration with Jim Baker 
and Kirkland , is said to be urging the President to drop Labor 
Secretary Ray Donovan , an opponent of the Depression-style 
jobs programs endorsed by Kirkland , if he hopes to get the 
support of the Building Trades unions of the AFL-CIO and 
their president, Robert Georgine , in 1 984 . Shultz is also 
reported to be opposed to key aspects of the President' s  
strategic modernization program . 

The most powerful backers of the "Baker Project" have 
two important tactical objectives within the next six months .  
First, they must eliminate the policy access to the Reagan 
administration of EIR founder Lyndon H .  LaRouche and his 
associates , and second , they must finally break the last rem­
nants of presidential independence by forcing Reagan to yield 
publicly to congressional diktat around the time of the 1 983 
State of the Union address . 

Three additional parameters will be brought to bear by 
the BIS by mid- 1 983 . 1 )  The President will presumably have 
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to launch his 1 984 presidential campaign in the midst of an 
economic crisis . If the President is sUbjected to the "Baker 
Project" and LaRouche policy access is successfully blocked , 
then the BIS will have no obstacles in securing control over 
the apparatus of emergency government . 2) In addition , mid-
1 983 will mark the growing emergence of the U . S .  and Eu­
ropean "peace movement" within the context of the planned 
stationing of the new U. S .  tactical nuclear missiles in Europe . 
This and rising unemployment are to be used by the BIS 
crowd to force irreversible strategic concessions from the 
President . 3) Finally , any potential for an independent Rea­
gan initiative toward the Soviet leadership , according to this 
perspective will by mid- 1 983 have been eliminated through 
the consolidation of Andropov policies centered about build­
ing the peace movement . 

The Baker option has surfaced amidst enormous behind­
the-scenes activity generated between the White House and 

. Capitol Hill following the November elections.  Negotiations 
involving the Hill Democratic and Republican leaderships 
and White House representatives have been continuous on 
the conduct and parameters of the 1 982 lame-duck session 
and the fiscal 1 984 budget . The net result of these ' smoke­
filled sessions was stated bluntly by Baker himself on national 

. television on Nov . 28 . "We are never going to save our way 
out of the recession . . . .  There is no prospect of significance 
savings from defen�e ,  domestic appropriations , or benefit 
entitlement programs , at least for the near future . . .  so we 
are going to be locked into high deficits at least for the time 
being , unless we can increase the level of economic activity 
of the country , and that is dependent to a remarkable extent 
on the level of interest costs . "  Baker urged "higher level of 
cooperation and coordination among the White House , Con­
gress and the Federal Reserve ,"  stipulating that "all bets are 
off if interest rates start going back up . "  

What Baker was reflecting was the fact that after three 
weeks of negotiations , there was no consensus on Capitol 
Hill to accept greater cuts in the "social safety net" of domes­
tic programs and entitlement programs-cuts supported by 
some prominent Reagan administration members . In addi­
tion , the President demonstrated that he was unprepared to 
accept any substantial cuts in the defense budget . 

Presidential advisers had convinced Reagan that he could 
seize the initiative during the lame-duck session within the 
context of this budget deadlock by promoting a six-month 
accelerati()D of the third year of his tax cut ; but only two days 
after Baker ' s  television appearance . the President could find 
no support within the Republican Hi l l  leadership and the day 
before to the President ' s  sudden abandonment of the tax-cut 
acceleration ploy . O ' Neill , flanked by House Majority Lead­
er Jim Wright , had already effectively seized the lame-duck 
initiative by announcing a $5 billion jobs program for the 
restoration of federal buildings and federal housing projects . 

On the same day , the Democratic leadership announced 
an all-out attempt to defeat the MX missile in the lame-duck 
session . Rep . Joseph Ababbo (D-N . Y . ) ,  chairman of the 
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important Defense Appropriations Subcommittee , in concert 
with full committee Chqirman Jamie Whitten , indicated that 
they would attempt to eliminate the $998 million required for 
the first five MX missiles-thereby killing the program. 
O 'Neill quickly sanctioned the moves . On the Senate side , 
Ernest Hollings , (D-S . C . )  ranking minority member of the 
Budget Committee, claimed on.the same day that he now had 
enough Senate votes to kill MX funding . Disarmed by the 
Republican leadership ' s  failure to support the tax accelera­
tion ploy , the President now faces Democratic momentum 
on both the "jobs" and "defense cut" questions . 

Speaking on national television on Nov . 1 8 ,  Baker hinted 
a� the role he would play in bargaining the White House into 
larger "makework" jobs programs in 1 983 . He ruled out 
anything more than the limited highway jobs program that 
he , the President , and O 'Neill endorsed for action in the 
lame-duck session , but left the door open for next year. Baker 
has also told the President that he will do everything in his 
power to postpone a final decision on the MX until next year. 
However, the President will have to be "more flexible" on 
arms control and the defense budget . Finally , the Senate 
majority leader with the help of Jim Baker, has told the 
President that if he buys this package , a deal may be possible 
with the Fed to lower interest rates . 

Such "conservative" think tanks as the Heritage Foun­
dation and the Hoover Institution , who retain significant in­
fluence in White House and Pentagon circles , were badly 
discredited only two days prior to Baker ' s  television appear­
ance .  Accord1ng to sources close to the White House , eco­
nomic position papers were leaked to the media by elements 
close to Jim Baker. These position papers were said to be the 
responsibility of White House presidential counselor Edwin 
Meese , and reportedly urged a series of harsh austerity initi­
atives ,  including a tax on unemployment checks and lowered 
minimum wage for youth to "increase employmer,t. "  

Sources close to the White .House report that the President 
in no way sees himself as having compromised his principles 
on U. S .  defenses and national security and on his opposition 
to the programs of permanent depression . In fact, in private 
negotiations preceding the lame-duck session , the President 
personally overruled suggested concessions from his chief 
negotiators in order to retain his commitments . Secondly , 
these sources stress that the President is still far more confi­
dent in the advice of his two old friends and advisers Meese 
and National Security Adviser Will iam Clark . And finally , 
as the austerity remedies of the "New Right" and "conserva­
tive" think tanks have become discredited , sources report the 

. influence of presidential confidant Dr. Edward Teller to have 
increased; the President is now said to be committed , at least 
in broad terms , to Teller ' s apyroach to the development "Of 
advanced directed energy defensive systems .  

But perhaps most dangerous to  the deal the BIS crowd 
are counting on is the persistent presence and increasing 
influence of LaRouche , whose economic recovery program 
could overturn all the current parameters . 
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�he dirty dealings in the office 
of Manhattan D.A. ' Morgenthau 
by Vin Berg 

On Dec . 3 ,  attorneys for the National Caucus of Labor Com­
mittees (NCLC) ,  which is chaired by Lyndon H. LaRouche , 
entered New York State Supreme Court requesting legal 
relief from grand jury proceedings scheduled to begin at noon 
that day . 

The case arose from a Nov . 1 6  raid by 1 7  detectives from 
the office of Manhattan District Attorney Robert Morgenthau 
on the New York premises of PMR Printing Company, which 
prints EIR and several other publications of organizations 
associated with LaRouche , and at which a number of NCLC 
members are employed . Morgenthau was allegedly seeking 
evidence linking PMR to an Oct . 24 supplement in the New 

York Times , reporting on the political dirty dealings of the 
East Side Consen ative Club of New York mob lawyer Roy 
Cohn, which the Times claims to have been bogus . Legal 
observers say that there is no identifi�ble law on the New 
York statute books , aside from Third Degree Forgery-a 
Class A misdemeanor not subject to investigation by grand 
jury proceedings-with which the circulators of the Times 

supplement , if it was indeed bogus , may be charged . PMR 
employees , all subpoenaed at the time of the search , have 
moreover not been formally notified of potential charges or 
even the subject and scope of the district attorney' s  so-called 
investigation . 

For these reasons , as well as the remarkable irregularities 
in Morgenthau ' s  subpoena-serving procedures , NCLC attor­
nies asked the court on Dec . 3 to quash all subpoenas .  
Failing a favorable ruling on this motion , the NCLC legal 
team will seek a stay on grand jury proceedings on the grounds 
that they were a politically motivated attack on a political 
organization and its members , in violation of their civil 
liberties . 

'The entire affair is what lawyers like to call a 'fishing 
expedition , '  " said an NCLC spokesman on the eve of the 
court action . "The story about the New York Times supple­
ment is being used as a ruse to permit a campaign of political 
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and legal harassment against LaRouche and his associates .  
Even if no prosecution results from the grand jury actions , 
the operation could be used to financially exhaust the inter­
national LaRouche organization , with a wave of costly court 
hearings and civil suits . "  

In the light of day . . 
District Attorney Morgenthau has been involved in many 

covert operations against LaRouche in the past , but this one 
is the riskiest , because it is being conducted openly in the 
name of the D . A .  's office . By stepping into the light of day in 
this way , Robert Morgenthau has made himself, his financial 
and political associates , and his record in office matters for 
intense public scrutiny . 

For him, the result has been most damaging . Facts now 
exposed reveal a figure who , in a country which loves to talk 
about its "corrupt politicians ," is one of the worst of the lot. 
He is part of the seamiest side of British and Israeli intelli­
gence operations ,  those tightly interfaced with organized 
crime , the kind of operations that involve assassination , ter­
rorism, drug traffic-while he serves as chief law-enforce­
ment official for a city which , since he assumed office , has 
experienced the worst growth in narcotics traffic and crime 
in the nation . 

When Morgenthau moves to openly attack LaRouche , 
much more than Robert Morgenthau is exposed to public 
view . 

• Morgenthau is a close associate of "Israeli Mafia" cir­
cles historically associated with the Meyer Lansky empire , 
circles at whose center is Israel Defense Minister Ariel Shar­
on , the butcher of Lebanon , and Gen . Rehavam Zeevi , a .k .a .  
Gandhi ,  a reputed underworld boss expelled from Israel ' s  
armed forces for arms smuggling and drug traffic links . Zeevi 
heads a financial combine which has been buying huge chunks 
of West B ank land in anticipation of massive profits pending 
Israeli annexation . It is confirmed that Henry Kissinger, whose 

EIR December 14 ,  1982 



associate Lord Harlech organized the buy-up, is one of the 
"investors . "  Morgenthau held a meeting with Kissinger two 
days before Kissinger flew to London for meetings with Lord 
Harlech to discuss this combined geopolitical maneuver and 
financial grab . 

• Morgenthau sits , at Sharon ' s  request,  as chairman of 
an organization called PEACE ( " Preventing Emergence of 
Another Arab Country in Eretz Israel [Judea, Samaria and 
Gaza) ) ,"  the American branch of the Lansky-mafia-con­
trolled Gush Emunim sect which claims all of Jordan and 
most of Lebanon and Syria on grounds of Jewish "racial 
superiority . " 

• Morgenthau is part of an illegal foreign-intelligence 
unit functioning under the code-name Project Leviticus .  The 
unit , identified to EIR as a "Mossad" or "ADL" (Anti-Defa­
mation League) unit (Morgenthau sits on the ADL' s National 
Commission) , represents a pro-British Jewish-'surname outfit 
engaged in efforts to strip the United States of intelligence 
capabilities in the Middle East. The arrest and prosecution of 
CIA agent Frank Terpil by Morgenthau ' s  office is said to 
have been part of Project Leviticus operations , which seek to 
substitute British for American influence in the Middle East . 

• Morgenthau is married to Lucinda Franks , currently a 
free-lance reporter for the New York Times, her cover for 
British-linked intelligence operations (the network of which 
she is part is sometimes misnamed the "left CIA") which 
have placed her in the orbit of terrorist networks in Europe 
and the United States . She interviewed and received regular 
communiques from Weatherunderground terrorists during 
the mid- 1 970s , withholding the documents from the FBI .  
She wrote articles praising the terrorist Weathermen , and the 
Symbionese Liberation Army captors of Patricia Hearst , ac­
knowledging that she had seriously considered joining the 
terrorists . Franks collaborated with British-intelligence 
stringer Michael Vale in Europe and the United States in 
efforts to penetrate the LaRouche organization in the early · 

1 970s , pending an assassination attempt on LaRouche which 
was aborted after exposure of Vale ' s  �ents . Franks ,  then 
working for UPI , switched to the New York Times . 

• Robert Morgenthau was involved in what intelligence 
professionals call "security stripping" against LaRouche in 
1 978 . One David Newsome physically assaulted an associate 
of LaRouche , and during the court-room testimony , New-

. some declared he had committed the assault because La­
Rouche "had been speaking to me . " On that pretext , Mor­
genthau subpoenaed LaRouche . Only two weeks earlier, 
LaRouche had been the victim of an assassination attempt 
in Detroit , Michigan . Yet Morgenthau ' s  office refused to 
provide security cooperation for LaRouche ' s  court-room ap­
pearance . The Detroit attempt was traced to circles of Max 
Fisher, reputed Midwest "Purple Gang" boss known person­
ally to Morgenthau through a British-intelligence front called 
the Jerusalem Foundation . 

• Repeated formal complaints filed with Morgenthau ' s  
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office regarding death-threats , physical attacks , and harass­
ment of LaRouche-linked organizations met with repeated 
refusal to investigate by Morgenthau' s  office , even when the 
evidence of a pattern of incidents proving "aggravated har­
assment ,"  a felony , was recommended to his attention by the 
U . S ,  Attorney for the Southern District of New York. In­
volved were the Jewish Defense League and the Yippies , 
among other cult-organizations . Morgenthau , at the center 
of the circles controlling the JDL and Yippies '  overlapping 
membership , in one instance reportedly delivered a "prom­
ise" to the JDL' s  leadership that he would never prosecute 
persons who attacked LaRouche, his associates,  or their 
property . 

'Open door' for narcotics 
• Morgenthau , since becoming District Attorney of 

Manhattan in 1 977 ,  has not simply watched passively as New 
York was established as the principal entry-point for "Sicilian 
connection" heroin coming into the United States , and as 
crime in all categories soared (80 percent of it related to 
drugs) . He has actively worked to tum the city ' s  streets over 
to the drug czars , by emasculating the powers of his own 
office , by attacking anti-drug officials in other departments , 
and by crippling the powers of the police department for 
effective anti-drug operations .  Morgenthau lobbied for pas­
sage of the states ' s  "marijuana decriminalization" legisla­
tion , which resulted in a 300-percent increase in pot usage 
among teenagers . He arranged to force the resignation of the 
city ' s  Medical Examiner, Michael Baden , who took a tough 
anti-drug position . He instituted a "no arrest" policy on drug­
pushers , telling police his office would not prosecute mari­
juana pushers-who also push other things-even if police 
arrested them. As a result , the cash flow for drug traffic in 
New York City is now estimated at $30 billion . The city ' s  
addict population may now b e  a s  high as 250 ,000 , each one 
committing an estimated 200-300 crimes a year to support 
his habit . 

• Since Morgenthau ' s  1 977 election , felonies in New 
York City have increased 21 percent . Murder is up 1 7  per­
cent; burglary 1 9  percent; robbery 35 percent; grand larceny 
40 percent . Nevertheless ,  felony arrests have declined to only 
70 percent of 1 977 levels . Fewer than 16 percent of felonies 
in Morgenthau ' s jurisdiction result in arrest . Arrests for rape 
dropped 1 7  percent; assault 1 9  percent, burglary 23 percent , 
larceny 1 5  percent . Arrests on narcotics charges have fallen 
2 1  percent . Only two thirds of all murders result in an arrest. 
In fact, statistics show , with Morgenthau as district attorney 
it doesn ' t  much matter if an arrest does occur . He is such an 
energetic prosecutor that only one of every 263 arrested bur­
glars ever goes to jail . 

Perhaps the lesson to be learned , from Morgenthau' s  
ordering o f  a total o f  1 7  detectives to raid the PMR Printing 
Company over an alleged Class-A misdemeanor,  is this :  In 
Robert Morgenthau' s  New York , only the criminal is safe .  
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The New York Times is 
not really a newspaper 

by Richard Freeman 

The New York Times is not a newspaper and hardly a "news­
paper of record . "  Most of the conclusions drawn in its articles 
cannot be substantiated; most of its interviews are contrived; 
most of its exclusives are laundered intelligence . As a going 
enterprise , the New York Times newspaper makes negligible 
money . 

But if one simply reverses one ' s  perspective , one can 
solve this apparent enigma-a non-profitable non-newspa­
per. The New York Times is an intelligence bureau . Many of 
its reporters file only one to three stories per year, an expen- . 
sive proposition for a real newspaper, but hardly surprising 
for an intelligence bureau �hat files the reporters ' reports and 
contact meetings for future reference . On a hierarchy of in­
telligence importance , the Times occupies a more stratified 
position than the Central Intelligence Agency, or the gum­
shoes of the Federal Bureau of Investigation , the Defense 
Intelligence Agency or even the National Security Agency,  
which together comprise the heart of America ' s  official in­
telligence services . The New York Times runs dirty tricks , 
prints slanders , brings down governments , aids in assassi­
nations , fronts for and covers sympathetically terrorists , and 
encourages the drug trade . 

The big myth about the Times is that it is independently 
run and is a "Jewish" newspaper to boot . It is putatively run 
by members of the Jewish-surname Ochs-Sulzberger fami­
lies . Even Presidents , outraged by the Times on one or anoth- . 
er occasion , have skIrred the paper as "that bunch of deceiv­
ing Jews . "  

This ,  too , is poppycock. The Times , throughout its his­
tory and today . remains under the control of the organizations 
which were the forerunners of and the actual British Round 

Table. the master intell igence service of the British Crown .  
I n  particular,  since at least 1 893 , the Times has been under 
the control and suspected secret ownership of the British 
Round Table ' s  most important banking house in America, 
the House of Morgan . 

As this series will show , this important connection makes 
understandable two seemingly disparate , documentable facts : 
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a) that the New York Times has had the most intimate rela.­
tionship with the world ' s  most infamous triple spy , Harold 
"Kim" Philby , since the 1 950s , and has otherwise collabo­
rated with the Soviet secret intelligence services for 50 years ; 
and b) the Times shamelessly endorsed the policies of the 
regimes of fascist genocidalists Adolf Hitler and Benito Mus­
solini , who exterminated millions of people for purposes .of 
purifying the races , including , of course , of Jews .  

The pivotal role of J.P.  Morgan 
The Morgan control on b�half of British ruling circles of 

the New York Times extends back to at least 1 893 , when the 
firm of J . P .  Morgan & Co (now called Morgan Guaranty 
Trust) acquired the Times for itself and other top Wall Street 
financiers , including August Belmont , the official Rothschild 
agent in the United States and long-time controller of the 
Democratic Party ; Jacob Schiff, the powerful head of Kuhn , 
Loeb; and Spencer Trask of the Morgim-controlled Trask & 
Company . 

As is the case with Morgan Guaranty today , J . P .  Morgan 
& Co. was in 1 893 , the most powerful financial house- in 
America. Morgan , along with some Boston Brahmin allies,  
owned 40 pecent of all U . S .  railroads , the most important 
industrial enterprises of the day; Morgan had set up General 
Electric Co. and American Telephone and Telegraph in the 
1 880s; within the first ten years of the 20th century , Morgan 
set up and controlled U . S .  Steel , International Harvester, 
Electric Bond and Share , Bankers Trust, Guaranty Trust , the 
National Bank of Commerce , and also controlled large chunks 
of academia, including prominently Harvard (with the Ca­
bots and Lodges) , Columbia University , and the University 
of Pennsylvania. 

Morgan!os British roots 
The key to the Morgans ' power lay in the fact that the 

wealth of the family had been built by John Pierpont ' s  father, 
Junius , who was a banker in London, operating the powerful 
firm Junius Morgan and Co . The Morgans were integrated 
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into top ranks of the Freemasons and the Episcopal Church,  
the real power centers of the British oligarchical world . 

J. P .  Morgan held for 30 years the top .lay position of the 
Anglican Church in the United States , senior warden , at the 
St. George-Trinity Church, located on Wall Street. He was 
also the treasurer of the fund-raising committee , and paid 
$ 1 . 5  million of his own money to have the Cathedral of St .  
John the Divine , the control-center for America 's  ranking 
Episcopacy , erected on 1 1  Oth Street and Amsterdam A venue 
in upper Manhattan . 

Along with this power, Morgan bought and sold news­
papers . He funded Republican Party-oriented newspapers ; 
he also had a heavy hand in promoting Democratic Party­
controlled newspapers . 

The New York Times was founded in 1 85 1  by Henry 
Raymond . It supported the Confederate slavocracy in the 
initial phases of the Civil War. In the decade after the Civil 
War, the Times was acquired by George Jones,  and when he 
died, it was left in trust to his family . In the late 1 880s and 
especially early 1 890s , J . P .  Morgan used the weapon of the 
British-style gold standard ( imposed by the Specie Resump­
tion Act of 1 875) to strangle the credit of independent finan­
ciers and industrialists in the United States .  

The Jones controlling-interest of the New York Times , 

however, started adopting an "anti-gold ,  free silver" attitude 
along the lines advocated by William Jennings Bryan . This .' 
could be tolerated , as Morgan himself had helped push the 
free-silver argument, as a safety valve misorientation to pre­
vent large-scale attacks against the destructive effects of the 
Specie Resumption Act ' s  gold standard . 

But the New York Times seems to have overstepped the 
line that Morgan had drawn. Too much criticism of the gold 
standard, in New York City of all places , was not tolerable . 
Morgan ' s  retaliation against the Times was swift and merci­
less;  he forced it into bankruptcy .  

Morgan buys the Times 
What Morgan did was conduct financial warfare against 

the Times . He and other financiers in New York forced mer­
chants and other potential advertisers in the Times to with­
draw their advertising . Between the late 1 880s and 1 896, 
according to one chronicler of the Times ' history , advertising 
lineage in the Times declined by 80 percent . Advertising 
lineage is the life-blood of a paper's  revenues-newspapers 
cover only a fraction of their cost with the money they charge 
for the newspaper' s  purchase by customers . I 

The withdrawal of advertising lineage forced the Jones 
family interests into the position of having to sell the paper. 
In 1 893 , J .P .  Morgan and his associates stepped forward to 
buy . 

The House of Morgan bought up the bulk of the Times 

$250 ,000 outstanding debenture-bonded debt . J . P .  Morgan 
also bought $25 ,000 worth of Times stock . Others buying 
$25 ,000 worth of Times stock included August Belmont , 
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Jacob Schiff, and Equitable Life Assurance Co. Morgan ' s  
ally,  the financier Charles Flint , bought $550,000 worth of 
Times stock . This gave Morgan almost total control over the 
$ 1 ,000,000 worth of Times stock outstanding . Needless to 
say , the Times stopped the annoying habit of printing anti­
gold-standard editorials . 

Morgan had plans for the Times . He saw the Times as a 
vehicle for an intelligence bureau for what was then shaping 
up in Britain to be the Round Table of Cecil Rhodes . The 
purpose of this enterprise , in the words of Rhodes-associate 
John Ruskin,  was to spread the control of the "superior" 
English-speaking white races "over the entire globe . "  Ruskin 
and Rhodes were race purification fanatics as well as una­
bashed defenders of the extension of the British Empire , 
including reconquest of the United States .  

It undoubtedly occurred to Morgan that it was undesire-
. able to carry out his project for the Times while he still 

officially owned it. It was no secret that J . P .  Morgan was 
more British than the Queen . What was needed was someone 
to whom the Times could be turned 'over, a puppet. The 
puppet chosen was a backwoods bankrupt named Adolph 
Ochs . 

Portrait of a nincompoop 
In 1 896,  Adolph Ochs , the grandfather of the current 

publisher of the Times , Arthur Hays "Punch" Sulzberger, 
offered to buy the Times . 

Adolph Ochs was born in 1 858 in Nashville , Tennessee . 
His mother, Bertha,  was a fervent supporter of the southern 
slavocracy during the Civil War .  Bertha Ochs had , in fact ,  
been a prominent member of the Daughters of the Confed­
eracy after the Civil War, and at her death in the 1 890s was 
buried with a Confederate flag draped over her coffin while 
th� Daughters of the Confederacy officiated at the funeral . 

Adolph Ochs dropped out of school at either the age of 
1 3  or 1 5 ,  and went to work as a printer' s  assistant . In 1 877,  
he struck out into business and became the business solicitor 
for the newly founded Chattanooga Dispatch . The paper 
promptly folded . 

Ochs moved on to other ventures . In 1 87 8 ;  he bought the 
Chattanooga Times . The paper became a modest success , 
but one must remember, at this time Chattanooga was barely 
a town: it had mud-streets and people still carried six-shooters . 

In 1 88 8 ,  Ochs overextended himself in a land speculation 
scheme, having pluncked down over $ 1 00,000 for a Tennes­
see land bubble . The bubble went bust in 1 890 , and Ochs had 
to sell everything he owned except his newspaper to pay off 
his debts . Ochs had other investments , equally bad . By  the 
mid- 1 890s , with a depression raging in the country , Ochs ' s  
situation was desperate . One account o f  Ochs ' s  life states,  
"Close associates in Chattanooga had begun to suspect the 
true state of his affairs, but they helped cover up for him. . . . "  

To b e  continued. 
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Former Justice Department officials 
warn against tolerating Abscam tactics 

by Freyda Greenberg 

The latest in an ongoing series of hearings in the House 
Judiciary Committee ' s  subcommittee on Civil and Constitu­
tional Rights , former U. S .  Attorney for the District of New 
Jersey Robert J. Del Tufo has presented detailed testimony 
regarding abuses of the judicial process and of the civil and 
constitutional rights of citizens that resulted from the Justice 
Department ' s  Abscam investigation . 

Abscam was the entrapment operation run by the Justice 
Department in 1 978-82 to convict leading politicans,  busi­
nessmen, and trade-unionists of accepting bribes from pho­
ney Arab "sheiks"-i .e . , FBI agents . The most famous case 
produced the forced resignation of Sen . Harrison Williams 
(D-N. J . )  after one of these operations was run against him. 
Those framed up were constituency-based figures opposed to 
transforming the United States into a "post-industrial" society . 

Del Tufo presented his testimony along with his former 
colleague William W.  Robertson , also of the U . S .  Attorney ' s  
office i n  New Jersey , o n  Nov . 23 . Del Tufo and Robertson 
are continuing a campaign they began in 1 979 to bring to 
light abuses being conducted in the name of the Abscam 
investigation. The story which Del Tufo and Robertson told 
the subcommittee pointed directly t9 Abscam Prosecutor 
Thomas Puccio as well as U . S .  Justice Department officials 
Phillip Heymann and Irvin Nathan in allowing and in many 
cases instigating the abuses . 

Because of the secret nature of such investigations , not 
only were the victims of the investigation essentially indicted 
without benefit of public hearing; those few law-enforcement 
officials who attempted to keep the investigation from ripping 
up the Constitution were ostracized by Washington and the 
Brooklyn Strike Force office (i . e .  Puccio) and driven out of 
the investigation . This occurred when the venue of the Abs­
cam cases was moved from New Jersey to Brooklyn, New 
York due to objections from Assistant U. S .  Attorneys in New 
Jersey Edward J .  Plaza and Robert Weir, Jr. to the Justice 
Department' s  condoning of outrageous behavior by Mel 
Weinberg-the FBI con-man used to set up Abscam stings . 
At that point they became the subject of a slanderous mem­
orandum ,from Justice Department Organized Crime Strike 
Force head Irvin Nathan which to this day is used to isolate 
sections of New Jersey ' s  crime-fighting apparatus .  
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Below we reprint excerptsfrom Mr. Del. Tufo 's  Nov .  23 
testimony . 

Del Tufo began his testimony by explaining the standards 
required to conduct a fair, honest undercover operation . Pro­
secutorial responsibility involves: "(!!) Ensuring that the in� 
vestigation properly monitors and controls the informant' s  
activities ; (b) Ensuring that there is a trustworthy factual basis 
for suspicion to believe that a person is in fact criminally ' 
predisposed before the apparatus of law enforcement is turned 
in his or her direction and thus before intrusive evidence­
gathering techniques are employed; (c) Ensuring that putative 
suspects are not lured or induced into the commission of 
criminal acts by overbearing or devious strategems . . . .  

"In my opinion , Abscam breached in many significant 
respects proper standards of professional responsibility as 
well as fundamental restraints and guidelines which should 
be abided in ll:ndercover operations . Moreover, its litigative 
history-including the fact that lengthy and expensive post­
trial due process hearings were required , that various federal 
district court and appellate court juages have reacted to it 
with some scathing language , that a heated debate on various 
issues was triggered in the press , that these hearings have 
been deemed necessary, and that similar hearings were deemed 
necessary by the Senate-lead to the inescapable conclusion 
that , despite its impressive and unique record of convictions , 
a serious question exists as to whether Abscam has fostered 
public confidence in the integrity of the law enforcement 
system . . . .  " 

Del Tufo placed much of the blame upon the administra­
tors of the investigation :  

"The problems with Abscam arose from the failure of the 
Department of Justice in Washington to insist upon adher­
ence to recognized and well-established guidelines which 
govern the conduct of undercover operations and to see that 
effective control and direction of the investigation was exert­
ed by responsible and experienced supervisory personnel . 

"Abscam , by its very nature and composition , posed a 
marked potential for mischief. It demanded close and contin­
uous common-sense scrutiny and control . Abscam was not, 
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after all ,  an undercover inquiry into some actual on-going 
criminal event or enterprise such as narcotics trafficking or 
some organized crime endeavor. Indeed, it was not even an 
inquiry into suspected acts of existing political corruption . 
Rather, as it finally evolved , it constituted a proactive excur­
sion to ferret out potential corruption by utilizing fictitious 
proposals conceived by the government itself. . : . The need 
[for close scrutiny] was heightened in Abscam when the 
government decided to use Weinberg , a convicted felon and 
con-man extraordinaire, to implement the artifice . The dan­
ger which Weinberg posed was magnified significantly by 
the lack of supervision over him, coupled with the apparent 
agreement to compensate him simply for succeeding in bring­
ing marks before the camera and to bestow a bounty depend­
ing upon the importance of the office held by the target . In 
this environment , vast opportunities were opened for inform­
ant self-dealing and for over reaching , even by tricking or 
conning third persons into compromising situations ,  and there 
is evidence that Weinberg may well have acted in precisely 
this fashion .  It was the Department ' s  responsibility to bring 
Weinberg under control and to keep him under control . De­
spite admonitions from New Jersey , it failed to do so . 

The Department did not install and maintain normal mon­
itoring machinery . Of importance here was the failure to 
require prompt preparation and dissemination of transcripts 
of taped conversations so that supervisory personnel in 
Washington would have an accurate picture of events and 
could make sound judgments based upon what was actually 
happening . (Mr. Puccio , when serving as supervisory field 
prosecutor, could have made a difference , he recognized the 
problems and New Jersey prosecutors continued to empha­
size them to him. But he refused to insist that corrective 
action be taken . ) This particular failure resulted in judgments 
being made upon the representations of Weinberg , and those 
closest to him in the field , as to what had occurred . All too 
often , however, these representations did not accord with the 
actual facts w,hen , through transcripts of conversations or 
other information , they became known months later . "  

Del Tufo then pointed to the existence o f  evidence that 
Weinberg received a substantial portion of the $ 1 00 ,000 
passed to former Camden , New Jersey Mayor Errichetti on 
March 3 1 ,  1 979,  and that he was the source of fraudulent 
certificates of deposit for whose "recovery" he was financial­
ly rewarded by the Justice Department . 

Del Tufo reported New Jersey attorneys '  attempts to cor­
rect the situation: 

"Repeatedly between May and July , we discussed the 
issue with the Brooklyn prosecutors but there was no im­
provement . During a meeting in Washington on July 1 8 ,  
1 979 , I called the matter to the attention of Mr. Heymann, 
Mr. Nathna, and other senior officials . . .  we had discov­
ered , and communicated , Weinberg ' s  coaching of Senator 
Williams and our concerns intensified over the via�ility. of 
future prosecutions and over possible violations of constitu­
tional rights . In response . . .  coaching was forbidden and 
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directions were issued to improve housekeeping details , but 
the commands were honored by field personnel in Brooklyn 
in the breach and almost never in the observance . . . . 

"In my opinion , the field was simply not interested in 
controlling Weinberg and in putting the necessary monitoring 
machinery in place . They gambled that Weinberg' s  style 
would produce spectacular results and were not concerned 
about the means he might employ to achieve them. Washing­
ton regrettably was unable or, ultimately , unwilling to inter­
fere and enforce its own decrees . "  

Not only w as  Abscam executed 
outrageously, Robert del Tufo 
testified, but, "Abscam, by its very 
nature and composition, posed a 
marked potentialfor mischifif. 
Abscam was not, after all, an 
undercover inquiry into some actual 
ongOing criminal event or enterprise 
such as narcotics trafficking . . . not 
even an inquiry i[tto suspected acts of 
existing political corruption. . . . It 
constituted a proactive excursion to 

ferret out potential corruption by 
utilizingfictitious proposals 
conceived by the government itself. ': 

In conclusion , Del Tufo recommended: 
"The Subcommittee should consider recommending to 

the Department of Justice that clear and effective internal 
rules and regulations be promulgated to mandate and guar­
antee that serious allegations of impropriety by Department 
informants and employees are objectively investigated by an 
impartial , independenf agency .  With respect to Abscam , 
however, such a remedy comes far too late and would be 
meaningless . In view of the unique circumstance , coupled 
with the Department ' s  demonstrated lack of resolve arid the 
gravity of the allegations of wrongdoing , I suggest that the 
Subcommittee propose whatever legislative or other action 
is necessary to appoint a special Prosecutor to investigate 
charges of criminal misconduct by Weinberg and oth­
ers . . . . A proper evaluation of Abscam cannot be- achieved 
absent access to all relevant information . The Department' s  
selective disclosure to date i s  inadequate . The reluctance to 
disclose is puzzling and alarming . 

"In my view , Abscam was an aberration . But it is one 
which could occur again . "  
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Teller decries official 
know-nothings 
Dr. Edward Teller, the nuclear physicist who 
played a leading role in World War II ' s  
Manhattan Project to develop the atomic 
bomb and led the subsequent development 
of the hydrogen bomb by the United States ,  
denounced the widespread "ignorance" 
among federal officials of the potential for 
anti-missile beam-weapons systems in a 
Chicago speech Nov . 30. 

Teller bad described at length both the 
feasibility, and tremendous strategic impor­
tance of beam weapons , which could de­
stroy the triggering mechanisms of nuclear 
missiles in flight and prevent their detona­
tion, in a speech to the National Press Club 
Oct. 27. 

"We are now in the most uneasy period 
of our history," said Teller, who was ad­
dressing II conference commemorating phy­
sicistJames Franck at the University of Chi­
cago . He decried the fact that vital decisions 
on defense-science policy were made by ig­
norant "bureaucrats ,"  both cllI\ently and . 
duting the �anhattan Project. "The only way 
to have a strong defense against nuclear war," 
said the eminent physicist, "is to think cor­
rectly. James Frank did not believe in dis­
annament. "  The only person knowledgea­
ble on beam weapons in Washington D . C .  
i s  Presidential Science Adviser George 
Keyworth, he said. 

Teller also denouned the Defense De­
partment 's classifiction policy in his remarks . 

Successful Space Shuttle 
mineral-mapping test 
NASA investigtors have confirmed that the 
Shuttle multispectral infrared radiometer 
experiment, performed on the second test 
flight of the Space Shuttle in November 1 98 1  , 
detected clay and carbonite-bearing min­
erals on earth while in orbit .  

For the first time minerals other than 
limonite (a common group of iron-bearing 
minerals) were identified remotely by an or-
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biting spacecraft sensor . The identification 
was done on the basis of a super-refined 
reading of the infrared spectrum reflected by 
the target territory under the spacecraft .  

Passing over Egypt , the instruments on 
board the Columbia were able to locate 
limestone and deposits of aluminum-bear­
ing silicate s ,  using the infrared spectmm 
given off by the clays associated with these 
deposits as a clue . 

I 

These results , whose findings were af­
terwards confirmed by ground investiga­
tors , indicate that it is  now possible to dis­
tinguish different types of clay minerals from 
space , and potentially possible to map the 
abundance of these minerals ,  especially in 
arid environments .  Previously , clay mineral 
identification was possible only using labo­
ratory-sampling techniques .  

The same Shuttle mission , STS - 2 ,  also 
demonstrated the use of revolutionary new 
types of space-borne radar to map the terri­
tory beneath the Sahara desert , revealing 
dried riverbeds and mined pre-historic 
towns . 

Simpson-Mazzoli not 
yet out of the woods 
One version of the Simpson-Mazzoli "im­
migration reform" bill . H . R .  65 1 4 .  was 
passed by House Education and Labor Com­
mittee Dec . 1 .  But because this committee 
had substantially amended the version of the 
bill already passed earlier by the House Ju­
diciary Committee , and other alterations are 
under consideration by two other House 
committees ,  it is  unlikely that the full House 
will have any time to take up the immigra­
tion reform question during this lame-duck 
session . 

If the bill is not passed this session . it 
will die and will have to be re-introduced 
next session . 

The Agriculture , Energy and Com­
merce . and Ways and Means Committees ,  
to which the bill was also referred for con­
sideration . have all requested an additional 
day for mark-up of their own versions . 

Capitol Hill sources say that House 
Speaker Tip O ' Neill (D-Mass . )  had infor­
mally promised advocates of the bill over 

the Thanksgiving holiday that efforts to reach 
a consensus on the bill and bring it to the 
floor would be speeded up . But opponents 
of the measure think that there is  a common 
understanding among House DemocratiC 
leadership that unless the bill can be sub­
stantially amended before it comes to the 
floor, it will not be brought u� this session . 

Editorial support from the �ew York 
Times and demands for "quick action" from 
AFL-CIO President Lane Kirkland have been 
insufficient to guarantee passage of Simp­
son-Mazzoli ,  the primary feature of which 
is  a national identification-card system for 
workers modeled on the Nazi work card sys­
tem of the 1 930s . 

Hodel supports T�ird 
World development 
Donald Hodel . President Reagan ' s  newly 
appointed Energy Secretary , singled out the 
impact of U . S .  energy policy on the Third 
World as the critical issue during his confir­
mation hearing before the Senate Energy 
Committee Dec . 1 .  Hodel reiterated his sup­
port for nuclear energy development , the 
Clinch River breeder reactor, and advanced 
energy technologie s .  

He emphasized the issue that had infu­
riated environmentalists when he debated 
them during his tenure as head of the Bonne­
ville Power Administration-that their op­
position of nuclear energy was having dev­
astating consequences in the Third World. 
"What Congress and the administration do 
about energy has global implications , for 
although what we do in the United States 
may cause only ripples on the energy shores 
of our society , it may cause tidal waves on 
the energy shores of other nations ,  especial­
ly the developing countrie s . "  Hodel told the 
committee . 

Hodel then attacked Malthusianism di­
rectly . "History teaches us that as a domi­
nant fuel or technology is  discovered, flour­
ishes , prevails , and then wane s ,  another is 
discovered . "  Testifying before the commit­
tee , Fusion Energy Foundation representa­
tive Charles Stevens described the respon­
sibilities of the new Energy Secretary from 
the standpoint of the strategic necessity of 
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developing anti-nuclear-missile beam 
weapons . 

Stevens called on Hodel to heed the plea 
of Dr. Edward Teller that classification wraps 
on beam weapons be lifted , to inform the 
American P9pulation of the tremendous im­
portance of developing the beam weapon 

, capability , both to end nuclear terror and to 
serve as the high-technology driver that could 
pull the U . S .  econ0I'9Y out of the current 
disastrous depression . 

Cannon rebukes frameup 
of Teamsters union leader 
Senator Howard Cannon (D-Nev . )  told a 
federal jury Nov . 29 that he was never of­
fered---aD.d therefore did not accept- a bribe 
from Teamsters union officials in 1 979 . 
Cannon was testifying in the government' s  
case against Teamsters union president Roy 
Williams for bribery of a federal official . 

, Since Cannon is not accused of wrong­
doing in the government' s  case against Wil­
liams , and since the Senator ' s  career was 
brought to an end in the November election 
(largely as a result of a press smear cam­
paign linking him to Teamsters union brib­
ery) , the prosecution had hoped that Cannon 
would be willing to provide evidence against 
Williams . 

Instead, Cannon said he had "absolutely 
not" accepted or been offered a bribe by 
Williams to scuttle the Carter administra­
tion' s  trucking deregulation bil l ,  and that he 
had never even met Williams . "I wouldn 't  
know him from a bale of hay ," Cannon said. 

To back up his testimony , Cannon pro­
duced a letter from President Carter praising 
his role in sec}lring passage of the deregu­
lation bill .  Comparing this evidence to the 
inuendo the prosecution had based its case 
on , defense attorney Thomll;s Wadden said 
that the Cannon testimony " had finally al­
lowed the court to "cut out the sliced balo­
ney and dill pickles and get to the nitty-gritty 
of this case . "  

Regardless o f  the outcome, however, 
observers have noted that the case is already 
having the effect of tying up the attention of 
the Teamsters ' leadership at a time when 
they desperately need to be thinking about 
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economic policy and protecting their mem­
bership from the depression . Similar court 
tactics were used against Teamster presid!!nt 
Jimmy Hoffa. 

.. 

Massachusetts court 
supports right to die 
A Massachusetts jury awarded in mid-No­
vember $2 .58  million in damages to the 
widow of Earle Spring , who died of kidney 
failure in early 1 980, after deliverying a 
"gUilty" verdict against a geriatric center and 
a nurse for their efforts to keep Spring alive . 
Mrs . Spring claimed that the nursing home 
had violated her husband' s  "privacy" by al­
lowing medical professionals and others en­
gaged in a court battle for Spring ' s  life to 
question him at the geriatric facility . 

The 78-year-old Spring , who told a doc­
tor and a nurse that he wanted to live , was 
pulled from his kidney dialysis machine by 
court order in January 1 980 to allow him to 
"die with dignity . "  At that time, medical 
professionals had determined that Spring had 
a life expectancy of at least another five years. 

The jury also awarded Spring ' s  widow 
damages against nurse Joan Wolohan, who 
had allowed a Boston physician and a nurse,  
who were associates of Democratic Party 
leader Lyndon LaRouche , to interview 
Spring in the geriatric center . Spring assert­
ed in the interview that he did not want to 
die . 

LaRouche , a candidate for t\le Demo-­
cratic Party nomination for President in ' 1 980, 
led a campaign to pressure both President 
Carter and Sen. Edward Kennedy (D-Mass . )  
to  save Spring ' s  life . 

At issue was the entire "right-to-die" 
movement, epitomized by the January 1 980 
decision of the Hampden County Supreme 
Court to remove Spring' s  life support in re­
sponse to an action brought by his family 
and physician to "allow" him to di� . The 
LaRouche campaign forced a reversal of the 
decision when Massachusetts Supreme Ju­
dicial Court Judge Frances Quirico ordered 
Spring placed back on dialysis . Spring , 
weakened by lack of proper treatment dur­
ing the court case , died several months later. 

• 

• GEORGETOWN University 's 
Interculture Center, which houses 
sections of the university ' s  School of 
Foreign Service , is inscribe4 with the 
following quotation from Jesuit cult­
ist Teilhard de Chardin: "The A'gt; of 
Nations is past .  It remains for us now , 
if we do not wish for us to perish , to' 
set aside ancient prejudices a:nd �uild 
the earth . "  The school trains more ' 
career officers of the U.S .  Foreign 
Service than any other institiItio� , 

• NICHOLAS BENTO� an­
nounced his candidacy f9r Mayor of , 
Houston, Texas Nov . 29 : Benton , '  
who ran an unusually successful write­
in campaign against incumbent Re­
pUblican Rep. Ron Paul in Nove,m­
ber, . will be opposi�g in.;:umberit 
Mayor Kathy Whitmire in th� rion-' , 
partisan election October 1 �83.  B�n­
ton has been endorsed by' the Nation.!ll 
Democratic Policy CO!llffii�tee . .  ' 

• MAX RABB, the U . S. ambas­
sador to Italy , may soon be out of a . 
job , the Thanksgiving Day edition of , , 
the Washington Post reitenites .' " " 

• THE NATIONAL League of 
Cities convention , meeting in Los; 
Angeles Nov . 29-Dec . 1', rejected 
even voting, on a nuclear freeze !'eso- . 
lution promoted by Lqs" ·M�.l.s;§, 
Mayor Tom Bradley and other Dem­
ocrats linked to Democratic National 
Committee Chairman Charles Man­
att . A delegation from the National ' 
Democratic Policy : Co�uee haq : . .  
polarized the meeting over 'the issue ' 
of the freeze versus defensive beam 
weapons .  Mayor Bissell of Oak 
Ridge , Tennessee , who had signed the 
NOPC petition to the U. S .  Congress ' 
for beam-weapons development , led 
the successful opposition , 
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Editorial 

Operation Juarez hits home 

A fire-eating macho , the President of Colombia, de­
manded that Ronald Reagan get soft on Cuba and Nic­
aragua when the U . S .  delegation arrived in Bogota on 
Dec� 3. So the front page of the New York Times re­
ported the next day . 

Thank God the Times does not control all channels . 
of information . The fact of the matter is that Colombia' s 
new head of government, Christian Democrat Belisario 
Betancur , warmly invited Mr. Reagan to establish a 
new hemispheric alliance and secure collective rene­
gotiation of Latin America' s  murderous $300 billion in 
foreign debt . This ,  he s'aid accurately , would be to the 
benefit of everyone concerned: 

"Latin America is illiquid , but not insolvent . Latin 
America can pay , and wants to pay , but it has been 
placed at the edge of an �byss of brutal economic ad­
justments without being able to count on the support of . 
the financial world to provide liquidity . "  Up to now , 
U .  S .  financial policies have "caused frustration and 
irreparable harm" to the continent . 

"The hour has come to propose a renegotiation that 
takes into account the development of the debtors ' 
economies-if Qne wants to assure payment of the debt . 
Of course , this would be in the interest of the creditor 
banking community . This conception means that the 
service on the debt . . ' . should not exceed a specific 
percentage of the value of yearly income . We should 
also discuss an emergency plan so that the [debtor] 
countries in question can deal with their own particular 
problems . " 

, A day earlier, Victor Acosta,  the Secretary-General 
of the nation ' s  biggest labor federation , the Union de 
Trabajadores de Colombia (UTC) , met a wave of pas­
sionate approval when he told a regional trade-union 
conference in Duitama that the current crisis requires 
not only nationalization of Colombia' s. corrupt banking 
system, but a continent-wide freeze on debt repayments 
until an adequate repayment plan based on real and 
rapid development of Latin America has gone into ef-
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fect .  The UTC ' s  official economic adviser is Andean 
Labor Party leader Maximilian Londono , an EIR con­
tributor and associate of EIR founder Lyndon H. La­
Rouche , Jr. , and a member of the Club of Life ' s  task 
force on high-technology development of the Southern 
Hemisphere . 

Following LaRouche ' s  meetings with Indian Prime 
Minister Indira Gandhi and former Mexican President 
Jose Lopez Portillo earlier this year, LaRouche wrote 
the document titled Operation Juarez . He specified that 
the ' most elementary prerequisite for world economic 
recovery is the removal of the debt burden . If creditor 
entities refuse to recognize that their leech-like exac­
tions from debtors ' productive powers will bring down 
the entire world financial system, he said , the debtor 
nations must wield "the debt bomb" and ask the banks 
and international institutions if they would rather fore­
go payment altogether or restructure the debt . 

The debt cannot be repaid under current circum­
stances ,  LaRouche said , and that has since become 
clear to all parties .  The question now is whether debt­
repayment "conditionalities" will be imposed by the 
Malthusians who seize upon the pretext of rolling back 
red ink , in order to wreck nation-states and their indus­
trialization potential . They are not interested in solven­
cy; if they were , they would move with Operation Juar­
ez . They are interested , to put it succinctly , in the mur­
der of billions of people of "lesser races ,"  as EIR has 
documented for the past five years . 

We are at a profound and delicate conjuncture in 
this war .  Brazil has formally agreed to deal with the 
International Monetary Fund , after years of nationalist 
resistance .  Mexico ' s  new admin�stration is  also acced­
ing to new levels of IMF austerit� and monetarist ortho­
doxy . Yet these phenomena are shadow-boxing as a 
harsh light bears down: the reality that there is no mon­
ey for the creditors , and the greater reality , voiced by 
Belisario Betancur on behalf of the continent , that there 
is no remedy without industrial development . 
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