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David Rockefeller: To some, the Trilateral
Commission is a sinister plot by Eastern Es-
tablishment businessmen who will do al-
most anything—including going into
cahoots with the Kremlin—for the sake of
financial gain. The fact that many former
members, including President Carter, are
now members of the Administration is hailed
as proof of how devilishly well the conspir-

acy works.
—Letter to the editor of the New York
Times, Aug. 25, 1980

Moscow: The Trilateral Commission has op-
posed some of the military programs
adopted by Washington which threaten to

upset the strategic balance.
—Yu. Fedorov, in International Affairs,
July 1985

Lyndon H. LaRouche, Jr.: The general object
from the side of the Liberal Establishments
was to establish a global Pax Romana, a
thousand-year empire of shared global rule
between the Trilaterals and the Soviet em-
pire. . . . It happens, however, that the So-
viets intend to cheat. They will maintain their
partnership with the Liberal Establishments
no longer than the Trilaterals and similar
types continue to be “useful fools” working
to advantage of Soviet imperial interests.
Once the usefulness of those fools has been
exhausted, the Soviets will variously assim-
ilate or obliterate them.
—Foreword to The.Trilateral Conspiracy -
Against the U.S. Constitution: Fact or Fic-
tion?

To destroy the evil influence of the Trilateral Commission
in American political life, one must expose the delusions
in which the Trilaterals obsessively believe. EIR’s Special
Report provides a comprehensive textual analysis and re-
futation of key Trilateral writings, including: Zbigniew -
Brzezinski’s delphic attacks on the Strategic Defense Ini-
tiative; George Shultz’s argument for the decline of Amer-
ican power and influence; David Rockefeller’s “socialism.”
Foreword by Lyndon H. LaRouche, Jr.
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From_ the/ Editor

Thls publication and its contrlbutmg editor, the world-famous
economist Lyndon LaRouche, are in the middle of several battles
that will determine who takes power in the United States “after
Reagan,” an issue which the world’s political elites are debating,
even more heatedly than the Geneva summit.

One key battle is reflected in this week’s Feature and in the cover
photo, which shows 300,000 Panamanians in a recent mass rally of

~ support for their new President Eric Delvalle, and rejection of the

dictatorship of the International Monetary Fund and World Bank.

If you turn to the interview with Panamanian trade union leader
Eduardo Rios, on page 44, you will learn how Delvalle was con-
vinced to put his name behind the call for a summit of the Ibero-
American heads of state that was first put forward by Peru’s President
Garcia. .

EIR has offered the only scientific analys1s of the real status of
the world’s debt problem—of which the Ibero-American debt is, in
reality, only a small portion. In the cover story (page 30), we show
how International Monetary Fund conditions have worsened the
situation of Ibero-American trade far, far more than the official IMF-
World Bank figures admit. Accompanying this are four pages of
extracts from the speech by Peru’s Economics Minister Alva Castro
to the IMF meeting in Seoul, where he pronounced the current world
monetary system defunct and called for a new one—in terms similar
to those used by EIR and LaRouche in the past.

Another strategic intervention-point is in the Pacific, where EIR
has become a recognized factor in opposing the State Department’s
policy of abandoning loyal U.S. allies to IMF destruction and Soviet
takeover. Last week, we exposed Kissinger’s plan for the judicial
murder of former Premier Kriangsak of Thailand. On page 47, we
reveal what was behind the Laxalt mission to the Philippines, and
why it appears in Manila that the United States has declared war on
an ally.

Let me now relay our printer’s apology, for the error that caused
the wrong Letter from the Editor (from the previous week) to be
printed in this space last week. The second installment of “The Greek
Premier,” which some of you looked for in vain, will in fact be
appearing in our next issue. (Clear?)
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Interviews
44 Eduardo Rios Molinar

How did Panama’s new President
become convinced to chll for a
summit of Ibero-American
Presidents against the International
Monetary Fund? The head of
Panama’s construction union,
interviewed by our correspondent
Carlos Wesley who arrived in
Panama on Sept. 16, tells the
story.
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Volcker's big debt blowout:
It's only the begmmng “

by Marcia Merry -

The weeks since mid-October of intensive testimony to Con-

gress, jawboning of bankers, and daily press conferences on-

new pyramid plans to handle domestic and international debt,
show two things clearly, for those who didn’t already know:
1) The dollar debt blow-out is now under way on an avalanche
scale; and 2) the “experts” who created it—with Paul Volcker
in the forefront—are now proposing plans that would guar-
antee a final, total crash.

The outbreak of the new phase of crisis had been forecast
by leading economist Lyndon LaRouche. Speaking to a na-
tionwide television audience on Labor Day 1984, during the
course of his presidential electoral campaign, LaRouche
warned that the eruption-of renewed chaos in currency mar-
kets, attendant on the collapsing U.S. economy, could not be
contained beyond the first quarter of 1985. LaRouche fore-
cast then that the dollar could not be maintained at its inflated
level against such currencies as the. West German mark, and
would begin to fall, to a level of perhaps half its then traded
valuation. The new phase of crisis has erupted as LaRouche
said it would, and as EIR’s June 1985 Quarterly Economic
Report wamed it would, under the headline: “The Looming
Bankruptcy of the United States,” in the following words:

“Thanks to the continued influence of the policies set into
motion under James Earl Carter and Paul Volcker in 1979,
policies which, despite all talk of a recovery, have remained
unchanged to the present date, the United States has been
brought to the very edge of national bankruptcy. The crisis
foreshadowed in the wave of state and local banking collapses
is not the isolable series of special cases the inhabitants of
cloud-cuckoo land so wish it were. Under the-continuance of
the Carter-Volcker policy, the United States republic has

4 Economics

been brought to the edge of the crisis which will determine
whether the nation continues to exist, or not.” '

Fully $50 billion of the $213 billion national farm debt is
going under, driving farmers off the land and pulling under
dozens of banks and millions of supphers and farm-service
industries. -

On Oct. 23, the Farm Credit System, which accounts for
one-third, or $80 billion of the farm debt, released its dismal
third-quarter report showing a huge file of non-accruing loans
and called for an $11 billion dollar bail-out from the govem-
ment.

The same day, a Federal Reserve economist, Emmanuel
Melichar, filled out the additional farm-debt collapse picture
for a House Banking Subcommittee. Reporting on the scope
of the collapse that Volcker’s Federal Reserve policies cre-
ated, Melichar said:

1) The commercial banking sector, accountmg for $50
billion of farm debt, needs a bail-out mechanism to rescue

. 25% of its debt load that is non-performing;

2) 31% of the $15 billion debt owed to the government’s
Farmers Home Adminstration is going under.
~ The bad agriculture debt totals close to $50 billion.
The U.S. home mortgage picture and savings-and-loan
debt network is in the same condition. This year marks the
highest rate of home mortgage delinquencies in the 32 years

‘since national records were kept. Of the 400 thrift organiza-

tions across the country, an estlmated 150 to 300 are, in

_effect, bankrupt.

Thedirector of the Home Loan Bank Board, Edwin Gray,
speaking before a House Banking Subcommittee, announced
that the potential near-term demand for federal deposit insur-

EIR November 1, 1985



ance for these savings banks is five times greater than the
current usable reserves of $3.2 billion. Gray proposed a plan
for taxing all savings banks by 1% of their assets to raise
recapitalization of $8.5 billion for the Federal Savings and
Loan Insurance Corp. (FSLIC). He admitted that the conse-
quence of this surcharge would be that 50 to 100 banks woulgd
fail. The alternative would be a federal bail-out.

The scope of the proposed bail-out to manage the inter-
national debt crisis has begun to emerge. The New York
investment banks want a multi-billion dollar bail-out pro-
gram from the government, and another $20 billion bail-out
package from smaller banks, coerced to go along with the
deal.

The sponsor of this plan is Treasury Secretary James
Baker III, who proposed at the interim International Mone-
tary Fund meeting in Seoul, Korea in October, a $20 billion
lending facility to come from the private banks, as well as an

additional $20-25 billion in funding to come from the World _

Bank. It was not well received, but since then Baker has been
shopping it around as the best thmg going. His line is that it
will use the World Bank as a vehicle, and downplay the Don
Regan approach: of case-by-case, austerity measures, en-
forced by the International Monetary Fund.

Baker’s pitch to Congress is that debt should be handled
through “development,” and that, if there are “major eco-
nomic reforms” by debtor nations and U.S. commmercial
banks are going to cough up another $20 billion, then Con-
gress should allocate more money to the World Bank.

; Some Wall Street investment barks, which would be

temporarily bailed out by Baker, are all for his plan. The Oct.
24 Journal of Commerce editorial, “‘Mr. Baker’s Plan’ . . .
indicates that the United States is finally willing to show some
leadership in the debt arena. For that reason alone, it is a
worthy plan.”

However, Baker simply echos a proposal already ad-
vanced at the end of July by Fed chairman Paul Volcker,
testifying before the Senate Banking Committee. At that
time, Volcker described Third World debtor-nations as now
“in recovery,” which should be sustained by development
aid through the World Bank.

Volcker repeated this message before the American
Bankers Association meeting recently in New Orleans, but
clearly blew the cover of the operation when he emphatically
rejected any flexibility in the terms to be applied to Third
World debt.

In other words, Baker’s and Volcker’s “recovery” policy
is the same vicious austerity policy of the International Mon-
etary Fund, maybe with, maybe without, th& IMF, but the
same.

* Some in Congress, even the blow-dry economics know-
nothings, are suddenly beginning to get worried under the
pressure for bail-outs coming from all directions at once.

When Baker addressed the House Banking Committee
Oct. 22 and called for more money for the World Bank,
Committee chairman Fernand St Germain (D-R.1.) said, “I
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assure you that the Committee will never allow domestic
programs to take a back seat in the budget process.” How-
ever, Congress is on a balange-the-budget austerity binge.
The House has just passed a $78 billion budget reconciliation
bill, and a House-Senate Conference is meeting to conclude
work on the so-called Gramm-Rudman-Hollings budget bal-
ancing amendment that would mandate cuts over the next -
five years of several hundreds of billions in federal spending.

Paul Volcker himself has been sucking his cigar and
jawboning the bankers to try to get them in line. On Oct. 22,
during his address to the American Bankers Association con-
vention in New Orleans on the need for the $20 billion loan
package to Third World nations proposed by Baker, some
booing started from the local banks represented. So, Volcker
conducted a closed-door session to explain the “details” of
his plan. ABA President James Caims diplomatically said,
“A number of bankers were concerned with how the plan
would work.”

However, not all bankers are as stupid as the top manage-
ment of the Big Five. Some do not see the wisdom of lending
more money that will never be repaid, nor do they wish to

-

Some in Congress, even the blow-
dry economics know-nothings, are
suddenly beginning to get worried
under the pressure for bail-outs
coming from all directions at once.

see new loans suddenly declared non-performing liabilities
on their balance sheets. Nor do they wish to set aside more
contingency funds against bad loans.

Volcker has proposed yet another institution—a “super
bank” to channel new lending as a solution to these legitimate
fears. At the ABA meeting, Volcker asserted that “cooper-
ating bankers” would be increasing their foreign-debt expo-
sure by only 2}2-3% a year . . . but everybody will be better
off. . .”

Foreign bankers are also squeamish about these propos-
als, so Volcker is convening yet another meeting to try to
arm-twist the credit community to participate in his bail-out
plans. On Oct. 28 in Washington, D.C., bankers are gather-
ing on the debt crisis at the Institute for International Finance
meeting. Baker and Volcker aim to get a consensus for their
schemes, but there are counterschemes by smaller U.S. banks
to get concessions in the form of relaxation of the reserve
regulations on shaky loans for Third World debtor nations.

Two things seem certain. First, as one observer said,
“The last three years of debt policy have been a total failure.”
Second, “You ain’t seen nothing yet.” :

Economics 5



News Analysis

Secretary Baker learns the lesson
of The Merchant of Venice

by Lyndon H. LaRouche, Jr.

U.S. Treasury Secretary James A. Baker III has just received
a painful lesson from the international bankers. The Secretary
had given wide advance circulation to the proposal he sub-
mitted to the Oct. 8, 1985 meeting of the International Mon-
etary Fund, in Seoul, South Korea, a proposal for reform of
the crumbling international monetary system. The bankers
not only snubbed the Secretary’s offer of discussions, but
responded with press leaks which were plainly intended to be
insulting.

Since the béginning of summer 1981, President Ronald
Reagan and his administration, have consistently backed pol-
icies which Federal Reserve chairman Paul A. Volcker has
described as “controlled disintegration of the economy.” In
every crisis, up to now, the President’s administration has
capitulated without resistance to the demands of the interna-
tional banking cartel.

Now, the President is no longer able to continue that
abdication to the banks. Beginning spring 1984, the domestic
banking system has been gripped by spreading bankruptcies
reminding us of the early 1930s. By the second quarter of
1985, it has become clear that Mexico and South America
could not continue the combination of austerity and debt-
rollover policies imposed by Kissinger Associates, Inc., be-
ginning October 1982.

Key circles within the Reagan administration have seen
the breakdown of the present international monetary system
as inevitable, but, for political reasons, have hoped to post-
pone the inevitable day of reckoning as long as possible. By
the summer of 1985, it was clear to a growing number of
policy-shaping circles around the administration, that the
efforts to postpone reform beyond 1985 must probably fail.
Apparently, Fed chairman Volcker sensed this; clearly, Sec-
retary Baker did. :

As a typical Washington pragmatist, what Baker pro-
posed as a limited reform of the monetary system, was ad-
mittedly pitiably small, and technically unworkable. The
only virtue of the proposal, was that it put the subject of
urgently needed monetary reform on the agenda. The signif-
icance of the bankers’ refusal to discuss the proposal has
nothing to do with the proposed reform itself; the issue is,
that they refused to allow placing any discussion of monetary
reform on the agenda.

6 Economics

James Baker Ill: a
typical Washington
pragmatist. _

Shylock demands his pound of flesh, and cares not in the
least whether the collection kills the debtor. The leading
bankers and re-insurance cartels of Switzerland, Venice,
London, New York, and New England, are convinced that
they have veto-power over the policies of the U.S. govern-
ment, and know that Moscow fully supports continuation of
the IMF “conditionalities” policy, whose effects Moscow
views as serving Soviet strategic interests very well. The
same bankers care not in the least how many lives are de-
stroyed by the international narcotics-traffic; these Shylocks
care only that deposits of hundreds of billions of dollars in
drug-traffic revenues are a major portion of the financial flows
through the international banking system at the present time.

Secretary Baker, whatever his faults, is political. In other
words, the administration does not dare, politically, to over-
look the political revolts which the spread of farm closures,
industrial unemployment, and worsening misery, are spread-
ing in the United States itself. The administration must take
into account the fact that nations long friends or allies of the
United States, are being destabilized by the combined effects
of drug-trafficking and IMF “conditionalities.”

Meanwhile, inside the United States, a popular political
revolt is building up rapidly, against the government’s cover-
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up policies on the deadly plague of AIDS. With at least one
million homosexuals and drug-users in the U.S.A. already
estimated to be infected with this fatal virus, and the number
of reported cases doubling every six months, with between
10 and 32 million cases of AIDS infection reported for Cen-
tral Africa, and an AIDS catastrophe spreading in Brazil;
there is no way the government can continue for long to insist
that AIDS is spread only by “dirty sex” and needles.

AIDS, like any pandemic of contagious disease, is spread
through conditions of economic breakdown. Lack of sanita-
tion, poor nutrition, living in crowded slums or internment
camps, enable diseases to find their own way of spreading
theirinfection among populations with the weakest resistance
and poorestsanitary conditions. Once pandemics gain a large
foothold in some parts of the population, the pandemics spread
into the population as a whole.

The underlying issue with AIDS, is politically the same
as with the crumbling of the international monetary system.
Fighting AIDS costs a great deal of money; it would probably
cost tens of billions of dollars a year in the United States at
the present level of spread of the infection, for combined
measures of sanitation and treatment. With the present budg-
‘et-balancing fight around the Congress, the application of
traditional measures under public health laws, means spend-
ing much more money than Washington is willing to consider
spending. Therefore, most U.S. government agencies, so
far, have accepted the fraudulent doctrine on AIDS circulated
by Soviet official Sergei Litvinov, head of the communicable
diseases sections of the World Health Organization.

So far, the world’s leading experts see no way in which
the Soviet biological-warfare apparatus could have created
AIDS in a test-tube. However, it is in the strategic interests
of Moscow to see to it that the West does nothing to stop this
pandemic; within a few years, at present rates, the spread of
AIDS in Asia, Africa, Western Europe, and the Americas,
would permit Mascow to take over the world almost without
firing a shot.

The Shylocks have their own reasons. To unleash the
kinds of public health measures needed to stop AIDS’ spread,
would require a dumping of the present policies of the inter-
national monetary system, and a return to high rates of eco-
nomic growth through technological progress. Any monetary
reform which met that requirement, would save the banking
system, but greatly reduce the political power of the bankers.
These bankers refuse to tolerate any reduction in their polit-
ical power.

Around the Reagan administration, there is much worry
on both accounts. It is realized by a growing number, that the
present cover-up of the facts about AIDS can not continue
through the 1986 congressional elections. It is also réalized
that the efforts to continue the present monetary policies are
reaching the end of the line.

Secretary Baker’s proposal itself was worthless, but his
insistence that reform of the monetary system must be put
onto the agenda, cannot be buried.
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The AIDS Pandemic

What scientists really think about
AIDS—and the media do not report

by Warren J. Hamerman, Ned Rosinsky, M.D., and John Grauerholz, M.D.

Because of the deliberate attempts of supranational agencies
such as the World Health Organization (WHO) and govern-
mental organizations such as the Centers for Disease Control
(CDC) in this country to downplay the real story of AIDS,
the actual thinking of scientists as expressed in the principal
scientific journals has been suppressed.

We recently reviewed the last few years’ articles in four
of the most well-known journals: Lancet, Nature, Science,
and the New England Journal of Medicine. In comparing
these published reports to newspaper accounts of the re-
search, the general pattern is that the popular mass media
have engaged in systematic non-reporting, mis-reporting,
and under-reporting of the significance and extent of the
research findings.

Furthermore, the evidence is overwhelming in the sci-
entific literature that our nation and other nations should have
already imposed traditional public health measures. The pol-
icy of “waiting it out” and not acting, which the U.S. govern-
ment authorities have pursued, is demonstrated to have been
a radical "and high-risk course which has played “Russian
roulette” with the health and safety of the American people.

The accompanying statement from Dr. Myron Essex of

the Harvard School of Public Health further draws out the
implications of our dangerous situation. The EIR Biological

Holocaust Task Force is honored to publish the full text 'by :

the noted and distinguished scientist, Dr. Essex.

A brief sampling of the most significant of the not-gen-
erally-known material from the scientific literature itself is
abstracted below:

On the respiratory transmission of AIDS

Case #1. New England Journal of Medicine, July 18,
1985 (Vol. 313, No. 3), contained a “Correspondence” on
the extraordinary work of a team of French scientists who
succeeded in isolating virulent AIDS virus from the pulmo-
nary fluid of a 30-year old Haitian woman. The report was
co-signed by the following scientists from the Pasteur Insti-
tute, the Groupe Hospitalier Pitié-Salpetriere, the Hopital

8 ‘Economics

Claude Bernard, and the Hopital Laennec: J.M. Ziza, M.D.,

"F. Brun-Vézinet, M.D., A. Venet, M.D., C.H. Rouzioux,

.

M.D., J. Traversat, M.D., B. Israel-Biét, M.D., F. Barre-
Sinoussi, Ph.D., J.-C. Chermann, Ph.D. and P. Godeau,
M.D. The French scientists reported that the woman from
whom they had isolated the virulent AIDS virus “had no
history of blood transfusion, drug abuse, or sexual promis-
cuity.” In a paper published in the last issue of EIR magazine
(Oct. 25, 1985), Dr. John Seale of England commented on
the French finding as follows: “This finding may explain the
observation that acquired immune deficiency syndrome
(AIDS) affects men and women equally in Haiti and Central
Africa. It also raises the ugly possibility that LAV [the name
of the AIDS virus in France] may often be transmitted by
respiratory aerosols in the tropics.”

Case #2: Lancet March 9, 1985. “Acute AIDS Retrovi-
rus Infection”: In a prospective study of AIDS antibody-
negative homosexuals in Sydney, Australia, the authors found
that sero-conversion (sero-conversion is the change from the
blood sample not showing antibodies to a disease to the state
of showing such antibodies) to AIDS-positive was correlated
with an acute viral-type illness from two to six weeks prior
to the sero-conversion. A prospective study monitors patients
as they progress in time, whereas a “retrospective” study
reports on data of events which took place before the study
started. A prospective study is generally more reliable since
it does not rely on haphazard data tabulation in the past nor
on unreliable recollections. The illness was characterized by
sore throat, muscle aches, weakness, fever, swollen lymph
nodes, etc. The timing of the illness being two to six weeks
before sero-conversion fits the usual picture of the lag be-
tween exposure to a pathogen and the development_of im-
munity response. Since this illness probably represents an
acute AIDS virus infection, with respiratory involvement, it
is quite likely that an individual in this stage is contagious
and could spread the infection via the respiratory aerosol
route. Such an epidemic spread, similar in pattern to a flu,
cannot be ruled out. This kind of initial reaction to the AIDS
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infection may be the rule rather than the exception, but has
not been noticed so far because most studies are retrospec-
tive, and the patientgenerally would not be able toremember,
nor correllate a relatively mild flu-like syndrome occurring
several years before the full-blown AIDS syndrome appears,

with-the disease. In any event, such flu-like syndromes are

so common, that only a prospective study could hope to pick
it out and relate it to sero-conversion. This kind of phased
reaction to an infection is not unknown; syphilis is similar,
presenting acutely with a local genital sore which resolves,
followed by a possible skin rash months later which also
resolves, only to be followed decades later by severe neuro-
logical disease and other manifestations.

On the stability of the AIDS virus
Case #1: Lancet, Sept. 28, 1985, contained an extraor-
dinary “Correspondence” from F. Barre-Sinoussi, M.T. Nu-
geyre, and J.C. Chermann of the Pasteur Institute in France
on the “Resistance of AIDS Virus at Room Temperature”:
" Therg are two parts to this research, one in which the AIDS
" virus was kept in wet conditions for 2, 4, and 7 days; and
another part in which the virus was dried and kept for 4 or 7
days. The article reports that in the wet conditions, no signif-
icant decrease in viability of the virus was noted after 7 days,
so there is no defined “cutoff” point; the experiment needs to
be continued for longer periods of time to see how long the
virus can survive in wet conditions. In the dry condition,
there was a significant drop-off in survivability at 7 days, but
still a significant number of viruses, more than 10%, survived
at 7 days. In their letter, the French scientists concluded:

“This resistance of LAV [the AIDS virus] at room tempera-’

ture may explain the appearance of some AIDS cases in non-
risk groups. To prevent possible contamination by viral par-
ticles in dry or liquid form hygeine should be increased in the
general population. Moreover, some more safety precautions
should be taken in laboratories and in hospitals and by den-
tists. . . .” In contrast to the actual report by the French
scientists, the press sensationalized the results to the point of
ridicule under the format of the sort that “French scientists
say AIDS can survive on a doorknob for seven days.” This is
misleading, since the actual maximum dry survival time was
‘not reached in the study; and the issue of wet conditions, in
which the AIDS did not even begin to significantly decline
after 7 days, is not even mentioned. It should be noted that
the temperature of the wet conditions is room temperature,
20° Centigrade, which could be equivalent to a dirty sewer/
drinking water source in a tropical environment. There are
also implications for survival of the virus in a respiratory
aerosol form, whether still wet as in a cough or sneeze at
close range, or in dried aerosol particles which could collect
in dust, as in tuberculosis.

Case #2: Lancet, Sept. 7, 1985, contains a “preliminary
communication” from six scientists at the National Eye In-
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stitute, the National Cancer Instiiute, and the National Insti-
tutes of Health in Bethesda, Maryland on “Isolation of Hu-
man T-Lymphotropic Virus Type 1II from the Tears of a
Patient with the Acquired Immune Deficiency Syndrome.”
AIDS virus was isolated from tears from a patient with AIDS.
The authors state: “Repeated contact with the tears of AIDS
patients could facilitate transmission of HTLV III.” As an
aside, the article notes that “The symptom-free patient with
ARC [AIDS-related complex, such as swollen lymph nodes,
but without the full-blown picture of AIDS] may be more
likely than a patient with AIDS to have virus in the tears since
the isolation of virus from other fluids is often easier in
patients with ARC.” This is important, since there are many
more patients with ARC than AIDS, and if the virus is more
easily isolated from those with ARC, then they probably are
more infectious than those with AIDS-syndrome. Not only
are they more numerous than full-blown AIDS patients, but
they may have only minimal symptoms and are therefore less
likely to know that they are even sick.

On the possible transmission of AIDS by
insects

Case #1: Lancet, Sept. 7, 1985, contained a paper sxgned
by 11 leading scientists from the following institutions—the
National Cancer Institute in Bethesda, Maryland; the Insti-
tute of Tropical Medicine and the University of Antwerp,
both in Antwerp, Belgium; the Institu;e of Cancer Research
in Aarhus, Denmark; Biotech, Inc., in Rockville, Maryland;
and Katana Hospital, of Fomulac, Zaire. These international
scientists report on a study of 250 outpatients in rural Zaire
which directly correlates instances of malaria with instances
of AIDS in a paper entitled: “ELISA HTLV Retrovirus An-
tibody Reactivity Associated with Malaria and Immune
Complexes in Healthy Africans.”

“A survey of 250 outpatients in rural Zaire showed that
the prevalence of antibody against HTLV I, HTLV II, and

“HTLV III, as detected by enzyme-linked immunosorbent

assay, correlated strongly with levels against Plasmodium
falciparum [malaria].” This finding was mentioned by Dr.
Mark Whiteside in his EIR interview (Sept. 27, 1985, Vol.
12 No. 38). The article enumerates four hypotheses to explain
the correlation: Hypothesis A. Another factor, such as age or
rural poverty is causing people to have both infections, which,
however, are being spread by different means. The authors
dismiss the possibility of age as not supported by the age data
but can not rule out the factor of rural poverty; Hypothesis
B. Both infections, AIDS and malaria, are spread the same
way, by insects; here, the authors point out that the virus
could be carried outside or possibly within the malaria para-
site, and mention that in other parts of Africa, AIDS-positive
serum is correlated with other parasites, such as schistosom-
iasis, tropical splenomegaly, and malaria in Kenya; and as
well, HTLV I is correlated with malaria in Ghana, filariasis
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A street map of the depressed neighbor-
hood in Belle Glade, Floria which has
produced the nation’s highest per capita
incidence of AIDS—and the correlation
of this outbreak with an outbreak of well
known disease of overcrowded, unsani-
tary conditions: tuberculosis.

in Japan, Chagas disease in Venezuela, and strongyloidiasis
in Okinawa. Some of these parasitic diseases have vectors of
transmission, and some do not; C. Malaria may influence the
host immune response, increasing, say, the antibody re-
sponse to HTLV-III virus which is already in the body, pos-
sibly activating it; this is very close to Whiteside’s suggestion
of multiple factor interaction; D. The positive serum reaction
in Africans may be false-positive, due to cross-reactivity with
other infections; note that the test subjects in this study were
apparently healthy males; a different picture may emerge if
the same study is done with people with full-blown AIDS
disease. ‘

On the generalized risk of AIDS

Case #1: Lancet, July 14, 1985: a correspondence from
five French scientists at the Hopital de la Pitié reports on
“AIDS in an Apparently Risk-Free Woman.” This is a case
report of a British woman who contracted AIDS two and a
half years after one episode of vaginal intercourse with a
Haitian as her only possible source of the infection. This kind

of case argues against the promiscuous and repeated exposure

which the Atlanta Centers for Disease Control describes as
needed to get the infection.
Case #2: Science, Oct. 26, 1984: A joint paper by sci-
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entists from the Pasteur Institute and Hopital Claude Bernard
in Paris, France; the Centers for Disease Control in Atlanta\;
the Institute of Tropical Medicine in Antwerp; the Mama
Yemo Hospital in Kinshasha, Zaire; the Rega Institute-at the
University of Leuven; and the National Institute of Allergy
and Infectious Disease in Bethesda. The authors wrote: .”. . .
serologic data suggest that LAV [the AIDS virus) was present
asearly as 1977 in Zaire.” The concluding paragraphs, signed
by two doctors at the Atlanta CDC itself—J. MeCormick
and, S. Mitchell—as well as the other scientists states: “The
observation of LAV seropositivity in heterosexual partners
and children of AIDS patients is consistent with earlier ob-
servations of heterosexual and familial (vertical) transmis-
sions of AIDS in Zairean patients. These epidemiologic fea-
tures are different from those observed in the United States
and Europe and will require further studies for confirmation.
Finally, the significance of the higher rate of LAV seroposi-
tivity in hospitalized patients without AIDS but with-tuber-
culosis or malaria and the significance of the correlation of
-seropositivity with lowered T4/T8 ratios and decreased T4
lymphocytes are still unknown. One possibility is that these
patients may have had early clinical manifestations of AIDS,
but which did not fulfill our strict definition of AIDS. . . .
[emphasis added].”

EIR November 1, 1985



Can AIDS be stopped‘?

by Dr. Myron Essex

Dr. Essex is chairman of the Department of Cancer Biology
at the Harvard School of Public Health. He delivered the
following speech at a forum on Oct. 3, at the Harvard School
of Public Health.

Across the hall from our laboratory is a yellow poster an-
nouncing this forum, with the title, “Can AIDS Be Stopped?”
On the announcement someone has scribbled a column head-
ed “yes” and another headed “no.” The “yes” column had
five votes and the “no” column had two. By process of elim-
ination, that means that we must have had six abstentions.
This unsolicited and unscientific poll does, however, come
close to my own sentiments on the issue, that of a very tough
road ahead, but one that requires cautious optimism. -

I’d like to make a few points about the disease and about
HTLV-IIVLAV, the virus that causes it.

Upwards of a million Americans, perhaps half a million
to a million Europeans, and 10 million Africans are now
infected with this virus. As far as we know, all of the infected
individuals will continue to be infectious to others and will
carry the virus for life. At least a third will develop AIDS or
an AIDS-related disease within five years. Perhaps half, two-
thirds, or more will eventually develop AIDS or a related
disease. We just don’t know.

Thereis no cure for AIDS. Experimental therapy has been
so disappointing that clinicians are already directing much of
their attention to the possibility of treating virus-infected
carriers before they have AIDS. ‘

‘The greatest risk for expansion of the pool of infected
people now is for promiscuous heterosexuals. The virus can
be transmitted from male to female and from female to male.
Up to 50% of the female prostitutes in New York and major
metropolitan areas in Western Europe are already infected,
as are 4% of the U.S. military recruits that visit VD clinics
in West Germany and more than 1% of the healthy military
recruits in Fort Bragg, N.C. ‘

In Africa the ratio of infection in,males and females is 1
to 1, not 8 or 10 to 1 as it is here. Ten million people in the
AIDS Belt of Africa are already infected and there the virus
is spreading primarily by heterosexual intercourse. We must
expect that young sexually active males and females will
become infected in this country at greatly increasing rates.
We can only hope that the rates will not increase as rapidly
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as they did for some of the other risk groups.

We suspect that the AIDS virus was newly introduced to
the human population only 15-20 years ago. It apparently
originated in Central Africa, and was probably introduced to
people from African Green monkeys, where a related virus
infects a large fraction of the healthy animals. If we assume
that this was indeed the source of the human virus, it suggests
why the infection is so devastating for the human population.
Unlike the monkeys, we have not yet had sufficient time for
the evolutionary selection of adequate immune resistance
mechanisms in our species. - ‘

For every AIDS patient, there are 50 or 100 people who
are virus carriers and capable of transmitting the virus to
others. If anything, they appear more likely to transmit the
virus than AIDS patients. This suggests how irrational it is
to worry about transmission from AIDS patients in the work-
place, home, or community. Even if you refuse to accept the
very extensive evidence that the virus cannot be transmitted
by casual contact, how would you possibly avoid casual
exposure to the 40 or 50 healthy carriers that don’ t even know
they are inf ccted"

Not like other viruses

Although distantly related to other human retroviruses,
the AIDS virus is distinctly different. It has three new genes
whose protein products are just now being identified and
whose function in disease development remains unknown.

The most important gene of the virus from the standpoint
of diagnosis or prevention is the one designated env, for
envelope. It is the most effective antigen to use in blood-
bank screening and the protein that will be absolutely neces-
sary for vaccine development. It is the'most effective inducer
of antibodies, but unfortunately it is very hard to purify with
virus particles used fortest preparations. One can opt to retain
as much of this antigen as possible, to maximize our chances
that adequate amounts are present in blood-bank screening
tests. But the price we pay is a very large number of false
positives, because the process of concentrating the virus must
be so delicate that it fails to exclude contaminating cell pro-
teins that give non-specific reactions.

The opposite approach is to try to prepare a more highly
purified virus, to minimize the large number of false posi-
tives. But the price we then pay is to retain only those parts
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of the virus in the antigen preparation that are less efficient
for detecting antibodies in people. This is an antibody test,
so we then have an unacceptable number of false negatives.
By false negatives, we mean blood units that test negative
but contain infectious virus.

The blood supply is not safe!

The statement has been made that our blood supply is
now safe. Supposedly the currently existing blood screening
tests are 99.8% specific. I believe that both of these state-
ments are grossly inaccurate and at best misleading.

Why do I say this? Let me cite one example. In a repre-
sentative screen of about 107,000 blood units conducted be-
tween April and September of this year, 719, or 0.67%,
tested positive. When the same test was repeated three times,
only 218 tested positive all three times. Are 0.67% of our
blood units contaminated, or only 0.22%? Do we have three
false positives that surface in the screening system for every
true positive? Or were some of the S00 putative false positives

We can predict that 5-10 years
Jrom now, we will have at least 4—
5 million Americans infected and
several hundred thousand with
AIDS. We must act fast enough so
that we won’t have 20 to 40 million
Americans infected and several
million with AIDS.

true positives that would then be scored as false negatives if
we-only use the 0.22% figure?

The 218 that tested positive in mpllcatc were then tested
by immunoblotting or Western blotting, the so-called gold

“standard. Thirty-five of the 218, or 16%, were judged posi-
tive or confirmed. Thus, of the 719 that were judged ELISA
positive on the first try, only 35, or 5%, were ultimately
confirmed by Western blotting. With figures such as these, it
is hard to take comfort in the recently released statement,
“the AIDS blood test was about 99.8% accurate.”

Are our first screen ELISA tests giving 95% false posi-
tives or was the so-called gold standard Western blot giving
us an unacceptable number of false negatives? We don’t
know! From how many of the 719, 218, or 35 could the virus
actually be isolated and proven to be present? We Just don’t
know! Those studies have not been done.

And what about the 99.3% that test negative on even the
first screen? Would any yield virus by cultivation and actually
be false negatives by even the most crude assay? Yes!/ In a
study done recently with sexually active homosexual males
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that tested antibody-negative, about 5% yielded infectious
virus by cultivation. Similar results have been obtained in a
very limited number of spouses of infected men.

So our blood supply is not safe!

On the optimistic side, we do have all the basic informa-
tion we need to make better tests. In the second generation of
tests, where the virus antigens will be made by genetic engi-

- neering, we will almost certainly do much better. But we

don’t yet know how to screen out the small number of infect-
ed units that contain virus but no antibodies by any test, and,
until we do, our blood supply will not be entirely safe.

What about a vaccine? The molecule that must be used
for a vaccine antigen has been identified and characterized.
Every nucleotide and amino acid is known and the antigen
can be made in large amounts in bacteria or yeast using gene-
splicing techniques. Neutralizing antibodies that might be
protective in vitro are found in low titers in both healthy
carriers and in AIDS patients. Obviously they did not prevent
the disease in the AIDS patients. Is this a case where the
antibody observed was too little too late and a cause for great
pessimism? Hopefully not! Perhaps it will be a case where a
little will be enough if present before virus infection. There

. is a precedent for such optimism with other retroviruses, such

as the cat leukemia virus, which represents the only retrovirus
vaccine currently in clinical use.

But major problems of both a theoretical and a practical
nature remain. The virus genome and the important envelope
gene itself undergo mutation 100-fold faster than a virus such
as influenza, which as you know, changes its antigenic struc--
ture every few years. Will the AIDS virus present in the
population change the structure of its important surface an-
tigens every few weeks or months? We certainly hope not.
On the positive side, we know that essentially all people who
become infected have antibodies to a common epitoperof the
virus surface protein. What we don’t know, and must find
out, is whether those antibodies react with a portion of the
molecule that is necessary to initiate the biological process
of infection in vivo.

Even if we get this far, however, we face the tremendous
task of reducing the results from the research lab to clinical
practice. I've already mentioned how difficult this has been
for the blood-bank screenihg tests. For a vaccine, it will be
far tougher, but still theoretically possible.

"So what we need most at this point is a more aggressive
policy on the part of government:to increase the pace of
research. And we need the type of financial commitment and
inducement that will activate a larger proportion of our
brightest scientists, many of whom are not now involved, but
should be. We frequently hear the statement that the AIDS
epidemic is the most frightening medical problem of modern
Jimes. Unfortunately we can predict that 5-10 years from
now we will have at least 4-5 million Americans infected and
several hundred thousand with AIDS. What we must do is
act fast enough so that we won’t have 20 to 40 million Amer-
icans infected and several million with AIDS.
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Pentagon to screen
2.5 million for AIDS

by Warren J. Hamerman

In a courageous decision in the interests of national security,
the U.S. Department of Defense announced on Oct. 18, 1985
that all military personnel, numbering 2.5 million individu-
als, will be screened for AIDS. The three-tiered test proce-
dure will cover all active-duty personnel and recruits in the
Army, Navy, Marines, Air Force, Coast Guard, Service Aca-
demies, military reserves, and officer-training programs. The
full details of the implementation of the program—as well as
whether or not it will also be applied to reserves—has not
been announced as of this writing.

Nonethless, what the Pentagon has already pubhcly re-
leased presents the outlines of what ought to become a model
screening program for civilian as well as military popula-
tions. The Department of Defense’s approach will reportedly
include a three-layered screen consisting of: 1) the ELISA
test or Enzyme-Linked Immunosorbent Assay blood test; 2)

the Western Blot test, which will be done on those who test .-

positive on ELISA; and 3) Clinical medical exams for those
who test positive on both ELISA and the Western Blot. Ac-
ording to the Department of Defense, those military person-
nel who are found to actually have the disease will be given
medical treatment.

Why the military acted

The most fundamental question which the Pentagon had
to be concerned about was the issue of protecting the military
blood supply and the “deployability” of military personnel
under any possible hostile situation. Obviously, a disease
like AIDS, which to date is 100% lethal yet involves a lenti-
virus which can lie dormant in an infected individual for years
before it erupts to a full-blown case, is a most serious threat
to the security of the West.

Pentagon authorities emphasized that they were carrying
out the tests tocombat the serious health hazard which AIDS
poses. Those who test positive for the AIDS antibodies, but
who show no signs of the disease, will be given limited duty,
counselled, and monitored for subsequent developments.

The fact that the Pentagon made the decision to imple-
ment this costly test is indicative of their expert evaluation of
the major threat which the disease poses.
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The issues which prompted the Pentagon to make the:
policy decision to implement a top-down screening pro-
gram—protecting the blood supply and “deployability”—
are also of vital concem to the civilian population.

For example, at a forum at the Harvard School of Public

- Health on Oct. 3, Dr. Myron Essex stated emphatically that

the U.S. blood supply is not safe.

Secondly, the civilian population of any nation is the
backbohe of that nation’s economic productivity and intel-
lectual resourcefulness in any potential military conflict.
Therefore, the screening of civilian segments of the popula-
tion is, also, of fundamental national-security consideration.

Throughout human history, screening of populations has
been a standard and traditional procedure for determining
which individuals are actively capable of transmitting the
disease and separating them from those who have not yet
been infected. The ABCs of public health, as well as the
lessons of historic experience, argue for isolating people who
suffer from a deadly communicable disease from those who
have not been infected. Just as the first task of firefighters is
to stop the conflagration from spreading, so is the same ap-
proach warranted in disease incidences.

Itis only by such a program as the military has undertaken
that we will be able to determine the true magnitude of the
problem and determine the role of “co-factors” such as mal-
nutrition, poor sanitation, concurrent infections, and soforth .
in the development of active disease among those already
infected.

The essence of the matter is that public health is a nation-
al-security question. In fact, there is massive evidence that
the Warsaw Pact nations have been operating on this basis
for years. It has been emphasized by various infectious dis-
ease experts, that one of the primary reasons why the Warsaw
Pact nations have been relatively unscathed by AIDS is be-
cause they have not lapsed in standard public-health precau-
tions.

Furthermore, as EIR has massively documented, the pri-
mary center of the opposition to a full-scale public-health
approach to AIDS in the West is located among Soviet offi-
cials at the World Health Organization in Geneva, Switzer-
land under the command of the Russian Dr. Sergei K. Litvi-
nov (see “The Soviets are Covering Up the Deadly AIDS
Pandemic,” EIR, Oct. 25, 1985, pp. 26-37). The Soviet game
has been to try to bamboozle the West into not implementing
public-health precautions against AIDS, while 1mplementmg
full-scale measures themselves.

This problem has been previously recognized in the vac-
cine area. On the one hand, the Warsaw Pact has a massive
vaccination program, which Litvinov has been known to brag
of. On the other hand, the United States is in the midst of a
full-scale vaccination crisis. This summer America’s Insti-
tute of Medicine issued a report entitled Vaccine Supply and
Innovation, which documented the shocking reality that, in
their words, America’s vaccine supply and production ca-
pability was “precarious” and “a threat to public health.”
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Lords report British
economy devastated

by David Goldman

Britain’s House of Lords shook the Thatcher government
Oct. 16, with a2 multi-volume report forecasting a crisis that
will “have a devastating effect on the future economic and
political stability of the nation.” When North Sea oil, which
now makes up one-fifth of Britain’s exports, begins to run
+ out after 1990, the economy will have nothing left, the Lords’
report wamed: The ruined British economy now uses its oil
sales to import manufactured goods, and will utterly collapse
when the oil is gone.
Chaired by former General Electric official Lord Alding-
ton, the report says the obvious concemning an economy where:

® Unemployment is already 13.8%, worse than during
the Great Depression—or any other period in British history.

® Manufacturing production, after three years of alleged
“recovery,” remains 7% below the level of 1979, according
to official statistics, and per-capita industrial production is
below that of South Korea.

® One of the largest cities, Liverpool, just laid off all
city workers after money to pay them ran out.

® The living standard has fallen to one of the lowest in
Europe, well below Italy’s.

The only reason Britain still appears to function, the
Aldington panel concluded, is that North Sea oil brings in
$21 billion a year in overseas earnings, out of about $100
billion in total exports. When that tails off after 1990, man-
ufacturing industry may cease to be viable at all. “Between
1980 and 1983,” according to a survey conducted by the
Lords, the Association of British Chambers of Commerce
“estimates that assets and manufacturing capacity fell by
24%.” When Britain can no longer afford to replace its lost
industrial capacity with imports, there will be nothing left.
" No.wonder the Lords’ committee denounces Margaret
Thatcher’s strategy as “unrealistic and short-sighted.”

The report concluded that, barring drastic measures to
. revive manufacturing industry, the economy would go into
an irreversible decline with stagnating output, spiraling infla-
tion, and rising unemployment.

However, knowledgeable observers of the British scene
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are still waiting for a signal from British policy circles that
they have absorbed the full implications of Britain’s econom-
ic crisis. Britain’s industrial capacity, notoriously the oldest
in the world, has undergone a generalized shakeout; sup-
posed sunrise industries, €.g., semiconductor manufactures,
are faltering as the computer fad weakens internationally.
Without a giant step in technology, no amount of investment
in British manufacturmg will help much.

But the entire range of new manufacturing technologies
is defined, both scientifically and politically, in terms of
President Reagan’s Strategic Defense Initiative. To cure its
economic malaise, Britain would also have to break its tacit
understanding with the Russians, whose principal condition
is that Britain employ its influence to sabotage the SDI. Lord
Aldington and his friends will have to decide between their
desire to appease the Soviets, and their near-term natlonal
existence.

Understandably, the Thatcherites are hysterical. The Iron
Lady’s minister for trade and industry, Leon Brittan, imme-
diately issued a blast, calling the report “totally biased and
misleading,” and the British papers went into an uproar dur-
ing the week after the report’s release. Financial Times col-
umnist Samuel Brittan, a leading monetarist (and Leon Brit-
tan’s brother) denounced the Lords’ report on the grounds
that productivity has risen. The Observer’s Williamn Keegan
argued on Oct. 20, in response, that average productivity
rose only because a huge portion of industrial capacity shut

. down forever.

“Failure to recognize these dangers now could have a
devastating effect on the future economic and political sta-
bility of the nation,” leading to a “major social and economic
crisis,” the report says. It calls for lower interest rates, higher
investment, and protection against imports.

There is a certain amount of satisfaction to be taken at
Britain’s predicament: Prime Minister Margaret Thatcher ob-

. scenely embraced the monetarist free-enterprise doctrine es-

poused by Milton Friedman and his ilk back in 1979, deter-
mining to sell off nationalized industries and shake out dead
wood in Britain’s long-faltering manufacturing sector.

The result is that more than one-quarter of all manufac-
turing capacity has disappeared during her eight years in
office, unemployment rates among youth in the industrial
belt are in the 40% range, and the first mass rioting in a
century has shaken British society.

It is happening here

Although the British may deserve what they are getting,
itis also happening here. The wrongheaded side of President
Reagan, exposed in his endorsement of Thatcher’s depres-
sion economics, still rules in American economic policy.

Of a workforce of 112 million, we have a bare 18 million
producing goods; they are supplemented by imports consist-
ing of more than one-sixth of our total consumption, bought,
in the case of Ibero-America, at perhaps 40% of the cost of
producing them here.
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Report fr om Rio By Silvia Palacios

Between the IMF and Lima

While straddling the fence on adopting a posture similar to
Garcia’s, President Sarney is providing Peru with economic aid.

At the beginning of 1985, then
President-elect of Peru Alan Garcia
made a highly fruitful tour of Brazil,
meeting with important political and
business leaders, including his col-
league, then President-elect of Brazil
Tancredo Neves, whom he convinced
of the legitimacy of the measures
which he was later to announce during
his inaugural address in Peru.

As this correspondent was able to
learn, Tancredo Neves knew ahead of
time that Alan Garcia would be im-
posing a limit on payments of interest
on Peru’s onerous foreign debt, and
considered them “courageous.” Tan-
credo declared that if, for the moment,
Brazil did not follow suit, this did not
mean that Brazil would back the eco-
nomic sanctions against Peru that he
anticipated would be imposed by the
creditor banks. Tancredo told Garcia
that Brazil would make economic sup-
port available. Although Tancredo
Neves died shortly thereafter, his suc-
cessor, José Samey, endorsed that
commitment.

From that time on, Brazil’s eco-
nomic strategy has been to maintain a
dramatic balance between striking a
pact with the IMF and taking a posi-
tion similar to that assumed by the Pe-
ruvian President. For now straddling
the middle, Sarney has insisted on the
legitimate goal of a minimum 6%
growth rate annually. .

The creditors and their represen-
tatives think differently. U.S. Secre-
tary of State Shultz is pressuring Bra-
zil to steer clear of what has already
been dubbed the “Peruvian path.” His

hope is that Brazil will follow Argen-
tina, and adopt its own version of Al-
fonsin’s “austral program.” This, in
fact, was the content of the lengthy
discussions that U.S. Federal Reserve
chief Paul Volcker held with Brazilian
Finance Minister Dilson Funaro dur-
ing September, a policy ratified at the
annual meeting of the IMF in South
Korea. , .

When President José Samey gave
the opening speech at the General As-
sembly of the United Nations, in which
he stood up for development and
against the recessive programs of the
IMF, Shultz totally ignored his call
and sent Samey a so-called letter of
“congratulations” for his speech which
emphasized that “prosperity some-
times only follows a purge.”

Henry Kissinger’s Marshall Plan
for the developing sector was the es-
sence of what U.S. Treasury Secre-
tary James Baker had to offer at the
IMF meeting in Seoul. In his presen-
tation, Baker made clear that new

 money would only be made available

to those countries which adopted se-
vere austerity measures. The Brazili-
andelegation to the meeting described
the Baker proposal as laughable, giv-
en that Brazil has scarcely been given
$1 billion in exchange for the $12 bil-
lion which it annually pays in interest
on the debt. Brazil also described the
praise by IMF chief executive J. de
Larosiére for Argentina’s ‘“austral
plan” as an unacceptable message for
Brazil.

The agreement between Tancredo
Neves and Alan Garcia, ratified by

President José Sammey, has takenon a
life of its own, and there now exists a
group within the Brazilian govern-
ment which urges establishment of
some kind of limit on debt servicing &
la Peru, while simultaneously seeking

Brazil’s economic integration with the

rest of the continent in confronting the
IMF. :
* On his tour of Brazil, Garcfa also
began key trade negotiations. The
agreements made involve the import-
export group of Sao Paulo, Cotia
Trading. Consolidation of the agree-
ment was made public on Sept. 12,
and consist of the following: Based on
the experience of the Cotia group with

Nigeria—it currently manages S0% of

Nigeria’s foreign trade—an agree-
ment for compensated trade with Peru
was set up with Brazil, with the objec-
tive of turning these agreements into a
model of South-South cooperation and
thereby meeting the inter-regional
needs of these countries.

The agreement totals $600 million
annually. The contract involves the
exchange of Peruvian minerals and
petroleum for Brazil capital goods,
food, and spare parts. Of $300 million
worth of Peruvian imports, 90% will
remain in Brazil and the rest will be
shipped to third countries. The trade
deal - will be financially handled
through a blocked account at the Ban-
co do Brasil. : v

According to press reports, an au-
thorized source from the foreign rela-
tions ministry described Brazil’s
agreement with Peru as “historic.” The
same source added that in the context
of Alan Garcia’s decision to limit his
country’s debt payments, “The agree-
ment [with Brazil] emerged as an im-

portant alternative for supplying Pe- |

ruvian needs,” in the not unlikely event
of an economic blockade against Peru
by creditors, with the blessings of
Shultz and Henry Kissinger.
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Agﬁcu.lture :by Marcia Merry

Cut-rate food for Mother Russia

While Washington stalls on the farm debt crisis, USDA and the
State Department hold hands with the Kremlin.

During the countdown to the Rea-
gan-Gorbachov summit, a series of al-
most daily meetings and visits on the
topic of U.S. foodfor Russia has been
taking place in Moscow, Washington,
D.C., orin the U.S. farmbelt. Mean-

time, Congress remains dumb and

fumbling on the pressing matter of
farm bank failures and farm bankrupt-
cies sweeping the country, and threat-
ening the food supply of the United
States itself.

On Oct. 30 and 31, the House of
Representatives and Senate, respec-
tively, will open thrice-delayed hear-
ings on the farm debt collapse. The
foremost issue is a federal bail-out
package for the Farm Credit System
(FCS) and other parts of the $213 bil-
lion farm debt structure.

On October 23, the Farm Credit
System, which holds $80 billion, or
one-third of U.S. farm debt, released
its third-quarter report showing losses

of $522.5 million during the quarter,

and predicting massive future losses.
The system said an early-September
estimate of the operating loss for all of
1985 was exceeded in the first nine
months. It forecast loan losses of $3
billion or more through 1987, which
could deplete a current capital surplus
of $3.6 billion. ‘
The FCS is federally chartered and
nominally farmer-owned, with enough
assets to be the nation’s fourth-largest
bank. Because of the collapse.of farm
land value by as much as 50% over a
24-month period, and low farm in-
comes, collateral value has plunged,
and the rate of debt arrears has mount-
ed dramatically. A special review in

the FCS report says that about $6 bil-
lion of the FCS’s Federal Land Banks’
$48 billion in outstanding loans lack
enough collateral. Loans exceed the
estimated value of the farm real estate
that secures them by $900 million.

An even broader picture of the debt
collapse potential was ‘painted for
Congress on Oct. 23 by a Federal Re-
serve economist, Emanuel Melichar,
who gloated over the crisis like a vul-
ture over a dead carcass. Speaking to
a House Banking Subcommittee on
agriculture credit, Melichar estimated
that: 1) 20% of the debt owed to the
Farm Credit System is vulnerable—
$16 billion; 2) 25% of the agriculture
debt owed to commercial banks is vul-
nerable—$20 billion; and 3) 31% of
debt owed to the government’s Farm-
ers . Home Administration (FHA) is
vulnerable—$4.5 billion. Conserva-
tively, this comes to over $40 billion.

Secretary of Agriculture John
Block’s response is that he would like
to find “some meaningful way” for the
administration to address the farm-
credit issue by “the first of the year.”
He disimulates, “We may not get it
done. It’s going to be a tough winter
todeal with it in January or February.”

_ Decisive leadership, eh?

Meantime, USDA ,-State Depart-
ment, and congressional offices are
holding hands with Moscow, in the
name of fostering “trade relations” that
will supposedly benefit U.S. farmers
by offering cut-rate food to the Sovi-
ets. .
The week of Oct. 14, USDA Un-
dersecretary Daniel Amstutz, the Car-
gill executive who is the power behind

the scenes on U.S. farm policy, hosted
a Soviet delegation in Washington,
D.C. and offered them 22 million tons
of wheat in the current trade year, the
third of the five-year U.S.-U..S.S.R.
trade agreement Amstutz negotiated
in 1983. Amstutz implied that dis-
count prices might be on the way.

Timed with this offer, atour of the
U.S. farmbelt was arranged for a 15-
person delegation from the Soviet
Women’s Conference. The delegation
was invited to visit the United States
by Peace Links, a group backed by
Betty Bumpers, wife of Arkansas Sen.
Dale Bumpers. Peace Links has func-
tioned as a hard-core transmission belt
for Soviet policy demands on the
United States, from the “nuclear
freeze” to dropping the Strategic De-
fense Initiative. :

The Soviet women toured various
farm districts, including northwest
Iowa Oct. 23 and 24. The group in-
cluded members of the Presidium of
the Supreme Soviet of the U.S.S.R.,
the Insitute of World Economy and
International Relations, the cultural
and social problems department of So-
viet Union magazine, and others. ~

In August of this year, Block jun-
keted to the Soviet Union, and his boss,
Undersecretary Amstutz, arranged a
resumption of a special farm-ex-
change program which had been dis-
continued for the past several years
because of Soviet belligerence. When
questioned by U.S. reporters in Mos-
cow about whether the U.S. farmer
would approve of his diplomatic ini-
tiatives, Amstutz replied engigmati-
cally, “They understand.” Since then,
Amstutz’s company—the Swiss-
based, Minnesota-incorporated Car-
gill—has been paying grain farmers
rock-bottom prices, as part of the car-
tel-Moscow deal to make U.S. farm
prices “more competitive” and ‘“at-
tractive” to a special customer like the
Soviet Union.
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Labor in Focus by Marianna Wertz

WheelingrPittsburghi steel’s future?

-

The agreement between steelworkers’ leaders and the firm is a
capitulation to the company’ s creditors.

The settlement of the strike by 8,200
steelworkers against Wheeling-Pitts-
burgh Steel Co. is being watched
around the world as a harbinger of
things to come; both for labor and for
the steel industry. For labor, as the
Washington Post noted in a lead edi-
torial Oct. 17, the terms of settlement
“‘are more important than Wheeling-
Pitt’s minor place in the industry might
suggest, because they are likely, if rat-
ified, to become the target in other
steel bargaining in the next year.”
For the industry as a whole, EIR
wamed in this column some weeks

ago, the bankruptcy of Wheelirtg-Pitt, -

the seventh-largest U.S. steel produc-
er, could spell national security dis-
_ aster for the United States. Wheeling-
Pitt led the industry in its commitment
to capital investment, with an aggres-
sivé program of plant and equipment
‘modernization that left it heavily in
- debt with the downturn of the indus-
try. ~
Wheeling-Pitt officially declared
banlruptcy in July, under pressure
- from its creditors. The ‘steelworkers
were forced to strike by an “intolera-
ble” wage offer from the company,
which threatened liquidation, short of
the union accepting the proposed $19
per hour wage and benefit package.
U.S. Banlruptcy Judge Warren Bentz
is now overseeing reorganization of
the company’s $530 million debt.
On.October 15, after a complete
changeover of company management,
bringing retired Ford Motor Co. ex-
- ecutive George Ferris in as CEO, the
company and union announced the
terms of a tentative contract, ac-

claimed by both sides. “Approval by
the membership will mean we have
saved our jobs, we have saved our
towns, and, as we have promised, we
have saved this company,” said Paul
Rusen,  USWA'’s chief negotiator.
Voting on the contract will be com-
pleted by Oct. 26 by the 8,200 Wheel-
ing-Pitt employees.

But what was sacrificed to save
their skins? In announcing the pact,

Rusen demurred: The pact does “not

contain all the things they are used to.”
Specifically, the agreement eliminates
the pension plan; and it calls for a wage
and benefits package totaling $18 per
hour—one dollar less than the offer
which forced the strike. Workers’
pensions, under the agreement, would
be turned over to the federal Pension.
Benefit and Guaranty Corp. (PBGC).
The Wheeling-Pitt pension fund cur-
rently is some $425 million in the red,
and thus constitutes the largest liabil-
ity &ver faced by the PBGC, whic

, insures pension plans. ‘

Some steelworkers smell a rat. “If
this isn’t a letdown to the basic steel
industry, I don’t know. what is,” said
USWA Local 1190 Vice-President
Mike Paesani, who opposes ratifica-
tion of the contract. “I hope to God
this doesn’t become a model to save
other companies,” commented Mike
Kavasio, an officer in the same local,
who called the pact “a major step
backward for working people in the
United States.”

This contract was negotiated in an
atmosphere of fear and intimidation,
established by the company’s credi-
tors. The 11 banks holding $120 mil-

lion of Wheeling-Pitt debt went into
bankruptcy court a week before ne-
gotiations began to seek to terminate
the company’s pension program. At
the time, Rusen said, “The banks have
jeopardized the negotiations. . . .
Without an acceptable pension plan,
our people will not ratify a contract.”

The creditors have final approval
rights over the contract, under federal
bankruptcy law. A meeting between
35 creditor representatives on Oct. 17
to brief the bankers on the contract
ended in icy silence. “The strange part
of it . . . they went over the entire
strike settlement with 35 people for
over seven hours, and at the end there
was absolutely no comment made by
the bankers conceming the agree-
ment,” said company spokesman Ray
Johnson. .

Several creditor banks have told
the press that the $18 package is un-
acceptable, and that $16.50 per hour,

a 25% cut from the pre-bankruptcy

level, is desired. The company’s sen-
ior creditors “have displayed extraor-
dinary patience” in not pressing for
liquidation more quickly, commented
John Tumazos, an analyst with New
York’s Oppenheimer & Co. Judge
Bentz has agreed to hear arguments
beginning Oct. 25 on the acceptability
of the contract terms to the creditors.
If banks and insurance companies
are allowed to dictate terms to this na-
tion’s steel industry and industrial
workforce, then the future of steel in

" America is bleak, indeed. Wheeling-

Pittsburgh is being punished for dar-
ing to challenge the “rationalization”
policy of the big-three steel produc-
ers, and increasing productivity
through  constant modernization of
plant and equipment. The threat oflig-
uidation must not be allowed to blud-
geon the company and union into ac-

ceptance of the creditors* brutal aus-

terity plans.
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BusinessBriefs

Nuclear Power Banking
Indian fast breeder Tenth and eleventh
goes on-line Oklahoma banks fail -

India’s first fast-breeder reactor became op-
erational on Oct 18. The fast breeder will
give India the ability to produce plutonium
using domestic technology and its plentiful
supplies of thorium fuel. It represents a ma-
jor breakthrough for the country’s atomic
energy program.

The fast breeder converts thorium into
uranium for fuiture fission, thus breeding fuel
asit consumes fuel to also produce energy,

The reactor is based on a French Rap-
sodie-Fortissimo design.

“The success of the fast-breeder reactor
marked the entry of India into a select club
of nations possessing this important tech-
nology—the United States, the U.S.S.R.,
France, Japan, Britain, and West Germany.

Trade War

South Africa
threatens sanctions

President P. W. Botha of South Africa has
threatened to impose sanctions on the West,
in an angry reaction to British Common-
wealth sanctions against South Africa an-
nounced in mid-October.

In a speech in Bethlehem Orange Free
State on Oct. 22, he said: “If South Africa
held back its chrome deliveries, one million
people in the United States would lose their

jobs, and, in Europe, the entire car industry -

would come to a standstill.”

He said South Africa’s population was
composed of minorities: “We are talking
every day to black leaders, and we continue
to be prepared to discuss with reasonable
leaders.” He stated that, of course, whites
must be protected, but that whites must also
be prepared to accept that reforms had to
take place.

The U.S. State Department on Oct. 23
stated it was unconcerned with the threat-
ened loss of strategic minerals. The British
have failed to comment on Botha’s threat.

18 Economics

Two more Oklahoma banks have failed,
bringing the number of failed banks in the
state to eleven. On Oct. 17, the Farmers
State Bank in Afton, with deposits of $9.5
million, was closed, and on Oct. 18, the
First State Bank of Jet, with deposits of $11
million, was closed, both by the state bank-
ing commission.

The Jet bank was purchased by the Cleo
State Bank in nearby Cleo Springs, with no
loss to depositors, and the Afton bank was
taken over by new owners, who had also
purchased the remains of the Bank of Can-
ton, which failed Oct. 10; the new owners
will reopen the bank in Canton and open a
branchin Afton. ‘

Oklahoma Gov. George Nigh said on
Oct. 18 that State Banking Commissioner
R. Y. Empie has assured him that the Okla-
homa banking system is sound, and that the
vast majority of these bank failures were
caused by “imprudent management.” The
failures are “not necessarily” a sign of hard
times.

U.S. ‘Recovery’

New York Times: Wage
declines to continue

This year’s laborsettlements to date indicate
a continuing trend of decline in the size of
wage increases through 1986, according to
a front-page article in the Oct. 21 New York
Times.

Labor settlements reached during the first
half of 1985, many of them 2-3 year con-
tracts, provide an average wage increase of
2.8% in the first year, and 2.9% a year over
the life of the contract. This, is less than the
3Y2-42% projected inflation rate. White
collar pay is projected to rise between 4.5%
and 6.3%.

The Times says this causes alarm to
economists who see it as a sign of weak

economic expansion. Wages are weakest in
the manufacturing sector, where jobs fellby
111,000 in September, the biggest decline
in nearly three years.

oil

OPEC asks
producers’ summit

OPEC President Dr. Subroto of Indonesia
began an informal series of preparatory
meetings in late October designed to con-
vene a world oil producers’ spmmit. He will
meet with the chief problem for OPEC, U .K.
Energy Secretary Peter Walker.

Subroto will also sound out U.S. Energy
Secretary John Herrington and Norway’s
Kare Christiansen about such a summit.

Walker has not yet indicated British
willingness, however, to join in a formal
produters summit with OPEC which would
be a fundamental policy change for both.
The U.K. claims its oil policy has been rel-
egated to the private sector, since the British
National Oil Council earlier this year aban-
doned any formal role in setting North Sea
crude prices. -

Technology

West Germany reports
breakthrough in research

Advances in the crystallization of the pho-
tosynthetic reaction center of green plants
were recently reported by the Max Planck
Institute, located near Munich, Germany.

The crystallization of these relatively
large complexes of chlorophyll and associ-
ated proteins makes possible the use of x-
ray crystallography to determine the three-
dimensional structure of the complex. Fhis
three-dimensional structure, with its impli-
cations for the actual functioning of the pho-
to-reaction center, has been one of the main
targets of research in photosynthesis for sev-
eral decades.

Researchers at the Max Planck Institute
had previously succeeded in crystallizing the
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photo-reaction center in 1980. The recent
advances involved crystallizing the material
in various states of the photosynthetic pro-
cess itself.

In an abstract, H. Michel from the Mem-
brane Biochemistry Department at Max
Planck Institute reports:

“The crystals are well-ordered. Using
the methods of x-ray crystallography, an
electron density map at 3-Angstrom resolu-
tion could be calculated and interpret-
ed. . . . The structure and arrangement of
the photosynthetic pigment is now known.
The protein chains could be traced and their
secondary structure determined. . . ..

Dr. James Norris at the Chemistry De-
partment of Argonne National Laboratory
in Chicago, who has been a leader in ex-
ploring the physical chemistry of photosyn-
thesis, commented that the work at the Max
Planck Institute deserves a Nobel Prize be-
cause of its significance in opening the way
for much broader investigations of membr-
ance structures in general and the details of
photosynthesis in particular.

Labor

British union
splits in two

~ Miners in the U.K.’s second-largest coal-
field sanctioned a breakaway union in a his-
toric split from the National Union of Mi-
neworkers (NUM), which presided over a
failed year-long strike.

Nottinghamshire’s 27,000 men were
asked on Oct. 18 to vote whether to form a
new Union of Democratic Mineworkers.
Ninty percent of the membership took part
in the secret ballot, with 17,750 voting in
favor of the new union. The result repre-
sented the biggest official split within the
ranks of U.K. miners since a majority of
Nottinghamshire’s miners formed a break-
away union after a general strike in 1926.

The decision was also a serious setback
for NUM President Arthur Scargill, who
campaigned against any breakaway union.
Scargill, a declared Communist, called on
the national Trade Union Council to ostra-
cize the breakaway organization.
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Debt Crisis

Call to ‘open up’
Mexican economy

Spokesmen of the Mexican private sector
issued ultimatums that they will continue to
take their money out of Mexico until the
government joins GATT, eliminates protec-
tionism, and “allow things to take their nat-
ural evolution, according to market forces,”
as the head of the Mexican Financial Exec-
utives Institute stated on Oct. 25.

Capital flight has already-driventhe peso
down to 440 at the border

The private sector’s “guru’ economlst,
J. A. Perez Stuart, wrote in Excelsior on
Oct. 25 that capital flight won’t stop until
“the country . . . opens its borders to inter-

~ national companies, accepts majority for-

eign ownership, and turns the northern strip
[of Mexico] into a true trampolin” into the
United States.

International Trade

Atlantic Richfield,
China sign gas deal

h

China signed a $500 million agreement on
Sept. 28 with Atlantic Richfield, the largest
offshore energy deal ever signed between a
foreign firm and Peking.

Atlantic Richfield Chairman Robert An-
derson, who signed the agreement, told re-
porters that it involved the development of
a “world-class” gas field south of Hainan
Island off Guangdong Province in south
China. Under the agreement, Atlantic Rich-

field joins Sante Fe Minerals of Kuwait and.

the China National Oil Corp (CNOQOC) in'a
venture to pump 3.25 billion cubic meters
of gas a year from the field for 20 years,
starting in 1992.

Anderson said that Atlantic Richfield and
Sante Fe had already spent $180 million on
oil and gas exploration in south China. At-
lantic Richfield will finance its.34% share of
the new project from its own funds. Sante
Fe’s share is 15%, and the CNOOC will
assume the reamining 51%.

Briefly

@ GATES Learjet Corp. announced

in late October that they will cut man-
ufacturing operations in fabricating
sheet metal parts, manufacturing ma-
chine parts, and assembling and
painting aircraft. The company pro-
posed to the cities of Wichita, Kansas
and Tucson, Arizona to compete over
which city’s plants will stay open.
Gates employs 1,135 workers in
Wichitaand 815 in Tucson.

@ THAILAND’S coalition cabinet
met in early November to consider
the potentially explosive issue of a
floor price for the country’s rice crop.
Some members of the Social Action
Party (SAP), a major partner in the
coalition, threatened to leave the
government unless rice farmers re-
ceived price guarartees. Economic
advisers to Prime Minister Prem op-
posed the move on austerity grounds.

@® KWU of Germany announced in
late October that it had just won its
first nuclear contract, for a nuclear
fuel plant to be built near Seoul, Ko-
rea. The Siemens subsidiary said the

"plant will be completed in 1989.

@ SOVIET industrial output was up
by 5% for the third quarter as com-
pared to 1984, Radio Moscow an-
nounced in late October. What had
been “lagging behind” during early
1985 “has largely been overcome.”
“10,000 mechanized and automated
[production] lines, departments, and
whole factories” have been intro-
duced during 1985, the broadcast
claimed.

@ PRESIDENT José Sarney an-
nounced in mid-October that as much
as 70% of more than 400 Brazilian
state-owned companies could be sold
to private enteprise in order to elimi-
nate Brazil’s public deficit. Sarney
said in a speech in Brasilia that the
sale would probably be in the form of
a public stock offering, and that “only
those companies most directly asso-
ciated with national security would
not be considered for sale. . . .”
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'

German utilities start up
advanced nuclear reactor

William Engdahl reports on the advanced West German High
Temperature Gas Reactor, HTGR, which began operation Sept. 17.

This writer was part of the first official delegation invited to
tour the advanced West German Thorium High Temperature
Reactor, HTGR, at Hamm-Uentorp, northeast of the German
steel center of Dortmund, on Sept. 17. Ten days before, the
reactor was put into service, operating initially at 10% of
capacity, while various testing is carried out. Within three
-weeks, the reactor is expected to be operating at 40%, at
which point it will actually start delivering power sufficient
to produce electricity commercially. By year-end, it should
be at its full power capacity, 300 megawatts.

The successful operation marks the realization of the first
- commercial prototype of the so-called pebble-bed reactor
* design, which was pioneered by Dr. Rudolf Schulten of
Aachen University, a former student of Dr. Werner Heisen-
berg. The design dates back more than 25 years, when Schul-
ten developed it while working with Brown Boveri Corpo-
rasion of Mannheim, Germany. The concept, in essence, is
remarkably simple and effective. Designing the fuel elements
in the form of hundreds of thousands of spherical balls, ap-
proximately the size of golf balls, enables the spent fuel
elements to be removed and new fuel added in a continuous
process. As a result, there is no need to shut the reactor down

to refuel, as is necessary in conventional Pressurized Water

Reactor types. The pebble-bed, sometimes called potato-bed
reactor, is the only such reactor design which permits this
continuous operation for the entire life of the reactor.

The original design intent is to develop a reactor which

will both produce efficient electric power, as well as com-

20 Science & Technology

mercial heat forindustrial processes or, if desired, for district

heating. With the successful operation of this 300 MW pro-

totype, the 500 MW reactor will be the next generation,
possibly to be begun before the end of 1985, according to
officials of Brown Boveri. .

Major boon for developing sector h

Because of several aspects of its design, the HTGR is
extremely suitable for countries which are initiating nuclear
power. The reactor design is extraordinarily well built to give
it inherent safety. It is designed around a ceramic core which
has high thermal capacity. There is no possible “core melt-
down” or any such danger. This means siting of the reactor
can also be in the immediate proximity of urban locations.

. Further, unique design of the special dry-cooling tower heat

dispersion, makes possible siting away from any river or
water source normally used for cooling. This aspect of the
design, as well as extremely simple operating and safety
design, means that, in event of malfunction, there is no pos-
sibility of such reactor damage as occurred at the Three Mile
Island reactor in 1979.

In event of loss of coolant, the high temperature resis-
tance of the ceramic fuel elements and structure of the graph-
ite reactor core, the temperature can rise to 3,000° C. before
affecting structural strength. Other safety redundancies make
the reactor perhaps the safest design presently existing in
nuclear-reactor technology. Notable is the special character-
istic of the uranium-thorium fuel elements used. Because the
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reactor core is designed to have a negative coefficient of
temperature during all operating conditions, in event of ac-
cidental temperature rise in the reactor core, the negative
coefficient of temperature causes a reduction in reactivity ,of
the fuel elements because of the inherent properties of the
fuel. Higher temperatures cause higher neutron absorption
by the thorium.

The design features of the HTGR have been successfully
tested since 1967 in an experimental 15 Megawatt pebble-
bed research reactor, AVR, at Jiilich, in the state of North
Rhine-Westphalia, near Hamm-Uentrop. Their 18-year ex-
perience with that reactor confirmed the feasibility of the
pebble-bed continuous fueling concept, which significantly
increases reactor operating efficiencies.

Utilizing the largest vibration test facility presently in
Western Europe, the SAMSON (Simulation Apparatus for
Modeling Seismic Oscillations of Nuclear components),
Brown Boveri Corporation verified the safe functioning of
the loaded reactor core under seismic conditions. The tests
were sponsored by the North Rhine-Westphalian Ministry
for Economics and Transport. Because of incredible (and
often unnecessary) regulatory changes introduced during the
period of construction, which began in 1971, the completion
of the reactor was delayed approximately 10 years. A spokes-
man for Brown Boveri noted that much of this time was due
to demanded retroactive design changes, often based on re-
quirements for conventional light-water reactors as West
Germany—as most Western countries—underwent a major

About this series

This is the first in a two-part series featuring new designs
for nuclear power.

While the nuclear industry has stagnated internation-
ally, even in France, relative to the plans of a decade ago,
in the United States the situation is worse. The nuclear
industry in the United States has been virtually destroyed
by the anti-nuclear lobby, through direct political inter-
vention and, indirectly, through financial warfare. Costs
have mounted as the time of construction has been irra-
tionally extended, and the utilities made the target of at-
tack by disgruntled rate-payers and tax-payers, egged on
by this same anti-nuclear lobby.

U.S. design of light-water reactors set the pace inter-
nationally. Yet many of their features were determined by
extraneous pressures on the utility companies, who were
forced to justify their investment in nuclear power on the
basis of narrowly construed cost-benefit analysis. In the
early days, they opted to achieve economies of scale. As
the plants became larger, safety features necessarily pro-
liferated and became increasingly complex. Because the
industry was continually defending its very life, the de-
velopment of new conceptions for nuclear power plants
was largely frozen in the design stage.

This series will review several next generation nuclear
plants. In the first, we will be looking at the high temper-
ature gas reactor. This is by far the most promising road
of development for nuclear power, pending the develop-

ment of commercially feasible fusion energy for the gen-
eration of electricity. Notwithstanding, there are other
plans for the modular production of light-water reactors
which are attractive, particularly because they can go into
production immediately, while there may be a need for
further testing of modular design conceptions for high
temperature gas reactors.

The need for such mass production is especially acute
in the United States. By the year 1994, about 100,000
megawatts of electric producing capacity, in the United
States, will be 30 years old, and due for replacement.
Even under present depression conditions, utility planners
are increasingly worried that there will be brownouts and
blackouts during peak periods of power demand in New
England, the Gulf Coast, Florida, the Northwest, and
Midwest. In all of these places, surplus generating capac-
ity is shrinking and power transmission lines are overbur-
dened. Peak demand is expected to rise from the present
465 gigawatts to 566. Even with the presently planned
increase of capacity to 704 gigawatts, a reduction from
the 175 gigawatts scheduled to be added to the grid a mere
two years ago, the reserve margins for demonstrated ca-
pacity will fall below 21%. Such a reduction in excess
capacity places the whole national grid in jeopardy.

At present the United States has about 650 gigawatts
of electrical capacity. If it is to contribute to reversing the
present economic depression, this capacity must be more
than doubled by the end of the century. Without mass
production of nuclear plants, such a goal would be vir-
tually impossible, particularly if the United States also
undertakes to export nuclear plants to the developing sec-
tor, where they are urgently needed.

—Carol White, Science & Technology Editor
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political scare.offensive from the well-organized anti-nuclear
lobby. One result, however, is that such thorough testing has
been carried out on the HTGR that it can hardly be considered
as experimental at this point.

Given the special features of the HTGR, its flexibility, its
extreme safety features, and its ability to be built in urban
centers, and especially its co-production of energy in the form
of heat which can be used, for example, in the chemical
industry, or to produce gas from coal economically, it is
excellently suited for construction in developing nations.
Nations with existing nuclear industry infrastructure, such as
India, Mexico, Argentina, Brazil, the Philippines, or South
Korea, are excellent candidates. India, which has some of
the world’s largest reserves of thorium, used in the reactor
fuel, would be a superb candidate. A spokesman for the
reactor consortium emphasized that the only constraint exist-
ing is that of financing. The power range, according to Brown

Because of its design, the HTGR is
extremely suitable _for countries
which are initiating nuclear power.
It is designed around a ceramic
core with high thermal capacity.
Siting can be in the immediate
proximity of urban locations. The
design of the special dry-cooling
tower makes siting possible away
Jrom water sources normally used
Jor cooling. o

Boveri, which they are presently making available, ranges
from 100 to 600 megawatts. This is also ideally suited to
medium-range power grid requirements of d/eveloping coun-
tries, where the conventional 900 or 1,300 MW versions of
light water reactors from Westinghouse, GE, or KWU are
too large to be economical for the foreseeable future. Its
seismic and safety features mean that it is excellent for such
regions as Mexico. What better way to rebuild infrastructure
in devastated Mexico than to launch a major nuclear com-
plex—tapping the existing petrochemical resources there—
by the West German government to guarantee long-term low-
interest financing to export several HTGR turnkey projects
to select sites in Mexico. It would have the added feature of
providing badly-needed employment in the most skilled sec-
tors of the German economy.

Using the economics of the largest conventional light-
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water reactor presently on.the market, the West German
1,230 megawatt PWR, Brown Boveri calculates that its 550
MW version is fully cost competitive in terms of cost of
electricity per kilowatt-hour. For two twin 550 MW HTGRs,
generating costs are actually lower than for the 1,230 MW
reactor. Brown Boveri e)‘(pects to sign a contract for construc-
tion of the 550 MW version before the year end, based on
successful operation of the 300 MW Hamm-Uentrop reactor.
Based on experience to date, Brown Boveri estimates a 6- °
year completion time for the reactor. '

Because of its simple design features, capital construc-
tion costs are far lower than for the conventional nuclear units
presently available. Its economics are greatly assisted by the
higher thermal efficiency for power generation. The HTGR
operates at approximately 41% efficiency, significantly high-
er than conventional light-water reactors, as well as conven-
tional fossil power plants. This further makes the HTGR
economical. The high temperatures of the HTGR, up to 950°
C., allow use of steam turbines at conditions corresponding
to conventional power plants. Conventional light-water re-
actors are only able to reach maximum heat of 300° C. at
about 33% thermal efficiency. This makes feasible process
heat for coal gasification. ‘

The fuel pebbles in the 300 MW Hamm-Uentrop reactor
consist of 675,000 spherical balls each machined to 6-cm
size. Inside is a kernel of uranium oxide and thorium oxide.
The core is a graphite shell of layered pyrocarbon. The fuel

elements are fabricated at the West German Nukem near

Frankfurt. The thorium is converted to fissile uranium by
neutron absorption. The heat generated in the reactor core is
then transferred to the inert helium coolant gas which flows
down through the pebble-bed reactor core. Because of the
special prbperties of the graphite shells of the fuel elements,
little radioactivity is released to the coolant gas.

The coolant gas is then transferred to the steam generators
where the heat is absorbed by a steam-feedwater system and
transferred to a turbine. Helium is ideal for its specific phys-
ical and thermodynamic properties. The radioactive primary
circuit is fully separated from the non-radioactive secondary
circuit. As it goes through the reactor core, the helium is
heated to approximately 750° C. In the steam generators,
feedwater is evaporated and superheated. Leaving the steam
generators, the steam goes to the high pressure section of the
Brown Boveri turbine, where it is then reheated in the steam
generator, whence it drives the medium and low pressure
sections of the turbine before it is finally condensed by heat
absorption. The mechanical energy of the turbine is trans-
formed into electrical energy by a generator coupled to the
tuzbine which is converted to 220,000 volts by a power trans-
former. ‘

The inauguration of the 300 MW high-temperature reac-
tor at Hamm-Uentrop is a long-overdue advance in develop-
ment of reactor technology.

EIR November 1, 1985



-,

HTGR— second nuclear generatlon

by Marsha Freeman

Within the next few years, the United States and West Ger-
many could begin the mass production of High Temperature
Gas-Cooled Nuclear Reactors (HTGRs) which could supply
both the electrical and industrial energy needs of the ad-
vanced and developing nations. These versatile reactors rep-
resent the second-generation of nuclear technology which
can form the bridge between conventional nuclear power and
even higher-temperature fusion energy.

- The HTGR, using helium gas as acoolant, is an important
advance over current nuclear power plants, which use water
as a coolant, because it can operate at much higher tempera-
tures. The HTGR produces steam and process heat at tem-
peratures appropriate for many processing industries. Mak-
ing use of advanced fuel assemblies and materials, the HTGR
is also safer, as well as more economical and flexible, than
its predecessor, the light-water reactor.

Gas-cooled nuclear reactors have been under develop-
ment since the beginning of the nuclear era in the 1950s, and
should have become commercially available during the past
decade. The collapse in electric utility nuclear-reactor orders
since the late 1970s in the United States stopped the HTGR
program in its tracks.

HTGR technology has already been demonstrated inboth
the United States and West Germany, where power plants of
more than 300 megawatts (MW) have been operating. Now
the HTGR is being reconsidered in a small-scale, modular
design for both domestic use and export, particularly to-de-
veloping nations.

A crash program to make this technology available on a
mass-production basis, would mean that nuclear-centered

agro-industrial complexes could be built around new cities -

everywhere—from earthquake-devastated Mexico City, to
nearly abandoned former-industrial cities in the United States.

The advantage of higher temperature

The HTGR that is now being designed for commercial
use, will produce process heat or steam at about 1,000° F
compared to the limit of about 600° for water-cooled reactors.
For the production of electricity using steam turbines, this
means a greater conversion efficiency, since that efficiency
is a function of the difference between the inlet and outlet
temperature. The HTGR has demonstrated a heat-to-electric-
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ity conversion efficiency of nearly 40%, compared to about«
32% for light water reactors.

But the uniqueness of the HTGR lies in the fact that, at
the same time the reactor is designed to produce electricity,
itcan also have some or even all of its nuclear energy diverted -
to produce process heat and steam for industry, as required.
Over 70% of the en'érgy used in American industry is non-
electric, in the form of heat or steam.

At 1,000° F, the reactor can provide at least half of the
steam and process heat to American industry which is now
supplied by the bumning of finite fossil fuels. In 1981, U.S.
industry used approximately 20 quadrillion BTUs of primary

- energy for heat. Of that, 15 quads were at temperatures of

1,000°, or lower, and about 9 quads were in the form of
steam. The current HTGR design could supply all of that
industrial energy requirement.

Some estimates indicate that by the year 2000, the poten-
tial industrial steam market could be over 100 equivalent
HTGR units of 1,170 MW thermal each. This use of nuclear-
generated process heat will extend finite oil, coal, and natural
gas resources, and allow the industrialization of countries
that do not have their own reserves of fossil fuels.

For example, today nearly all hydrogen that is produced
worldwide uses methane, or natural gas, as both a chemical
feedstock and source of heat in the steam reforming process.
If the steam reformer used the heat from an HTGR, rather
than burning methane, the same amount of hydrogen could
be produced, using 40% less natural gas. The conversion
efficiency is about 90%, from nuclear fission energy to pro-
cess heat.

At GA Technologies, Inc. in California, HTGR devel-
opers have envisioned an evolutionary series of reactors,
going to higher and higher temperatures (sec Figure 1). This
array of HTGR reactors provides heat at various tempera-
tures, along with electricity, and could eventually meet the
total energy needs of industry, agriculture, and cities.

For the generation of HTGRs that will be commercially

__produced first, the 1,000 degree heat will be useful for many

aspects of fossil fuel refining. This could include the refining
of petroleum, the production of fertilizers, paper production,
and other chemical processes.

At the same time, the economical electricity produced by
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FIGURE 1
Process heat applications for the HTGR
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The HTGR makes a higher temperature process heat and steam
available for industrial processmg than today’s generation of light
water reactors. At 500°, the nuclear power plants on-line today
are only used to produce electricity. The HTGR process steam
reactor, ready for commercial production, -will extend that tem-
perature to 1,000°, making it possible to use that energy for the
refining of oil, and other chemical industries. The next-generation
process heat reactor will allow the production of hydrogen, and
other fuels, at a temperature of about 1,800°.

the HTGR would be the engine for the refining of aluminum
and other metals, advanced plasma steelmaking technolo-
gies, all applications of laser metalworking, lighting cities,
powering transport systems, and pumping ground water for
irrigation in agriculture.

Steam could be piped to nearby factories of all kinds for
space heating and manufacturing needs, and district heating
and cooling of homes and commercial buildings would also
be provided by the central power station.

As the later-generation and more advanced HTGRs came

- on-line, high-temperature water electrolysis for hydrogen |

production, the steam reforming of methane to produce hy-
drogen, desalination, and other processes would be added to
the capabilities of the HTGR nuclear-complex. In one de-
sign, six million gallons a day of fresh water could be pro-
duced from seawater, for drinking and irrigation.

Modular design would allow the easy addition of power
plants as requirements increased. Studies done by the Oak
Ridge National Laboratory and others in the late 1960s indi-
cated that entirely new cities could be designed and built
using clusters of nuclear power plants to supply all energy
needs. Sites were studied in Peru, India, Australia, and other
nations, where other forms of energy are not available or
practical.

In many parts of the world, only these nuplexes will
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enable whole nations to enter the 21st century. The HTGR
allows processing industries to be closely connected to the
energy supply, and the siting of cities in arid regions where
water-cooled reactors could not be placed.

The gas-cooled reactor
There are operating, maintenance, and safety advantages

- in going from a water- to a gas-cooled nuclear power reactor.

If a chemically inert gas, such as helium, is circulated through
the reactor core as the coolant, there is no possibility of
corrosion in the piping or other metal reactor parts because
the helium does not react with other materials. o
Helium is also a gas in every phase of its use in the HTGR.
In a light-water reactor, the original coolant is water, which

. becomes steam in its gaseous phase during cooling. These

phase changes make it more difficult to accurately measure
the pressure and other parameters of the coolant, which is not
a difficulty in the helium-cooled reactor. In addition, the
gaseous helium makes it possible to visually inspect the in-
side of the reactor during all phases of operation, which is
not possible if the operator has to try to see through water.

Unlike water, helium is also virtually radioactively inert.
The gas has a low neutron-absorption cross section, which
means that even if the coolant were bombarded by neutrons
from the fissioning fuel, which is extremely unlikely, it would
not become radioactive. If any of the helium escaped, there
would be absolutely no danger to the public.

The major safety breakthroughs made in developing the
HTGR wasa product of the research and development work
done in the 1960s in nuclear reactors designed for use in
space. When the United States was still planning to send a
manned mission to Mars, nuclear reactors were under devel-
opment for both baseload power generation and propulsion.

Pebbles for fuel

In order to generate nuclear power in space, compact
high temperature designs are highly desirable. The reactor
would also have to be virtually maintenance-free-due to its
inaccessibility, and safe, because people would be very close
by, especially for propulsion applications. Experienced nu-
clear industry contractors worked with the National Aeronau-
tics and Space Administration to design fuel pellets that could
withstand high temperatures, with thermal insulation to keep
the fuel intact. The Fort St. Vrain HTGR in operation today
in Colorado, and the HTGRs in operation in West Germany,
make use of those fuel “pebble” designs.

A particle of either fissile uranium or non-fissionable but
fertile thorium the size of a grain of sand, is cogted with a
graphite and silicon carbide shell. In tests conducted on the
small, 15 MW electric AVR reactor in Germany, these fuel
pellets have remained intact at temperatures up to 3,600° (see
Figure 2). The shell acts as a “miniature pressure vessel”
around each pebble of fuel, containing all of the fission prod-
ucts.
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FIGURE 2
Fuel pebbles for the HTGR
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The design of each fuel pellet for the HTGR makes each one of
the particles a small “pressure vessel” which keeps within it all
. of the fission products from the fission reaction. The core of the
pellet is a kernel of uranium carbide, and can also include readily-
available thorium. A series of coatings, largely of carbon, provides
a temperature buffer around the fuel. If there is a loss of helium
coolant during the operation of the power plant, the fission process
stops. The afterheat from the core is absorbed by the carbon/
graphite coating surrounding each fuel pellet. This is the safest
nuclear fuel design that has been used for power production.

The German reactors use 35,000 of these encapsulated
fuel particles in a “pebble-bed” reactor design, where, over
a period of months, each fuel particle percolates through the
reactor about 10 times, using up its fuel as it produces neu-
trons and heat through fission reactions.

The United States has decided to take these same fuel
pellets and mix them with a binder, so they form compacts
that are one-half-inch in diameter and 2.25 inches long. These

' compacts are sealed into fuel rods that are placed vertically
through 31-inch high hexagonal graphite fuel elements. The
core consists of stacks of these graphite fuel elements, through
which the helium coolant flows in vertical channels.

~ The advantage to the German pebble-bed reactor is that
it is continuously refueled. When the spherical fuel particle
is spent, it is removed from the reactor as it drops down to
the bottom on one of its circulating'passes.

In comparing the two designs, U.S. experts found that
since the other parts of the nuclear plant, such as the steam
generator and turbines, have to be shut down periodically for
maintenance anyway, the non-refueling feature of the pebble
bed design was not a significant advantage. They have, there-
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fore, opted for the prismatic annual core configuration, de-
scribed above.

This pebble fuel design has performed up to expectation
under many different operating conditions in both U.S. and
German HTGRs. The U.S. HTGR, designed to use thorium,
which is converted to fissile uranium-233 under fission con-
ditions in the core, means that the reactor uses between 25%
and 50% less uranium than a light-water reactor. Either low
or highly enriched uranium can also be used.

Fail-safe safety

In 1974, the 330 MW Fort St. Vrain HTGR, built by GA
Technologies Inc. (then, General Atomic Company), began
operation. Since then it has generated more than 3 billion
kilowatt hours of electricity for the Public Service of Colo-
rado utility. It has demonstrated a conversion efficiency of
nearly 40% and has been used for extensive safety tests.

Unlike any of the other nuclear power plants in operation,
Fort St. Vrain is not required to keep a full-time nuclear
expert on site, which indicates the confidence even the reg-
ulatory-mad Nuclear Regulatory Commission has in the
HTGR technology. A nuclear expert must be on call, within
an hour’s reach of the plant.

The way former NRC Commissioner Joseph Hendrie de-
scribed the HTGR, was that if you had a loss of coolant, the
operator could go down the street, have a cup of coffee, and
take his time deciding how to proceed. It would take hours,
not minutes, for even a small amount of heat to build up
inside the reactor core.

Like today’s light-water reactors, the HTGR fuel will
stop fissioning if there is a loss of coolant and the temperature
in the core rises. In conventional power plants, however,
within the first couple of minutes, the afterheat can bring the
core temperature up to 3,000°. Like the Three Mile Island
situation, this can begin to melt the fuel elements, causing
damage to the reactor.

In the HTGR, the graphite surrounding each fuel pellet
absorbs almost all of the residual heat inside. There is also
graphite in-between the fuel rods, which in the Fort St. Vrain
plant, weighs more than 1,500 tons. In addition to being an
excellent heat absorber, graphite gains strength with an in-
crease in temperature. Tests at Fort St. Vrain have demon-
strated almost immeasurable core temperature rises even when
all the coolant is stopped. ,

In the HTGR, all of the helium coolant stays within the
core. Therefore, a break in a pipe outside the reactor cannot
effect the cooling system, unlike the water circulating in a
light-water reactor.

This nation’s electric utilities were so 1mpnessed with the
safety performance and increased efficiency of the Fort St.
Vrain HTGR, that 30 of them joined togetherin 1978 to form
Gas Cooled Reactor Associates to commercially develop the
technology. Even earlier, 52 utilities participated with Phil-
adelphia Electric Company to put the small 40 MW electric
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Peach Bottom HTGR on-line in 1967. Peach Bottom, which
was decommissioned in 1974, had an availability rating of
88% (compared to about 66% for light-water reactors), and
averaged over 37% efficiency.

In 1979 an Industrial Users Group was also formed, to
encourage HTGR development. The major ihdus_tries repre-
sented, who were looking forward to the availability of high-
quality industrial process heat and steam from the HTGR,
were fromthe chemical, oil, steel, glass, and coal industries.

Since the beginning of the HTGR program, industry has
contributed more funding to develop the technology than has
the federal government. Through 1982, over $1.5 billion had
beenspent on HTGR research, development, and demonstra-
tion. Over 70% of that funding came from the utilities and
industries that would use the reactor, and the nuclear industry
that would build it. :

The way_former NRC Commissioner
Joseph Hendrie described the
HTGR was that, if you had a loss
of coolant, the operator could go
down the street, have a cup of
coffee, and take his time deciding
how to. proceed. It would take
hours, not minutes, for even a
small amount of heat to build up
inside the reactor core.

By the early 1980s, the Fort St. Vrain plant had created
enough confidence in the HTGR that the GCRA was ready
to proceed with a “Lead Project” 820 MW electric commer-
cial plant. In testimony before Congress on the fiscal 1983
budget, the GCRA identified five possible regional prolect
sites, including one on the Gulf coast, which would prowde
process steam and electricity to the Port Arthur oil refinery.

The large Lead Project would produce 2,240 MW of
thermal energy, which could be utilized in flexible electrical-
heat configurations. It could, for example, provide 7.4 mil-
lion pounds of process steam per hour to industry, in addition
to 231 MW of electricity, or any mix of heat and electricity
up to the full 820 MW of just electricity.

This co-generation flexibility would allow the plant to
operate at full baseload capacity all the time. During non-
peak periods, such as at night, the plant could be used to
produce mostly steam, for delivery to industries that would
run at night. If the steam turbines went down unexpectedly,
rather than shutting the entire plant down, the reactor could
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just continue to produce process heat and steam. -

In later versions, the plant would be designed to run at
full capacity at night, producing and storing hydrogen, which
would be delivered to the steel, transport, or fertilizer indus-
tries when needed.

The plan, up until 1983, was to have the large Lead Plant

‘on line by the mid-1990s. Seventy-five percent would be paid

for by the utility industry, with the government contributing
the other 25% to finish the required R&D. At the present
time, the plan to build this industrial-sized cogéneration HTGR
has been scrapped, due to the refusal of both the Carter and
Reagan administrations to adequately fund the program, and

. the dim prospects, under current economic conditions, that

utilities would be willing to order new, large nuclear reactors.

But the HTGR technology is too promising for either the
utility industry or the nuclear suppliers to have given up
completely. With agreement from the Department of Energy,
the HTGR program was shifted last year toward the devel-
opment of small, modular HTGRs, which could be factory
fabricated, and added incrementally to the existing U.S. power
grid. »

There is also the expectation that developing nations,
which could not easily absorb the large capacity of cither
conventional light-water reactors or U.S.-sized HTGRs, will
be able to afford and use smaller reactors.

The modular HTGR

The modular HTGR now being designed in the United
States will produce 350 MW of thermal energy, which can
be converted to about 140 MW of electricity. A factory-
produced modular reactor would have an upper limit on size
of about double that amount. The major advantage of the
modular concept is that all of the reactors will be identical,
and mass produced in a factory, rather than constructed on
site.

Thisf actory mass-production method canreducethe time
it takes to build a plant to less than three years, comparedto
the current six-year timetable in France, not to mention the
12-18 years it takes to put a light-water reactor on-line in the
United States. The reactor will be inspected at the factory,
and certified before its leaves the gate. It can be shipped, in
one piece, to the site by truck, ship, or rail, and, when it
arrives, it will simply be put into place. There will not be any
licensing required for each plant, nor will there be any need
for inspectors on site. '

One configuration which looks very promising is to place

| the HTGR module, along with its attached steam generator,

underground in a silo (see Figure 3). Rather than using pres-
tressed, reinforced concrete for containment, the reactor would-
be inside a steel pressure vessel, similar to today’s nuclear
plants, surrounded by a concrete-lined silo.

When the module arrived on site, the bottom half would
be lowered into the silo, attached at the bottom, and then the
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FIGURE 3
Sllo-basing for the modular HTGR
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The most promising basing mode for the modular HTGR is to place
it into a concrete-lined silo, under the ground. The design being
developed by GA Technologies places the steam generator on the
side of the nuclear reactor. The helium coolant flows through the
cross duct to the steam generator. Colder feedwater is provided
from the bottom. The Superheated steam, which has absorbed heat
fromthe hot helium, is removed from the right side of the generator.
The reactor is refueled from the top, where the fuel assemblies,
made up of pellets, is removed about once every four years.

upper half would be secured. The preparation of the silo, and
the non-nuclear balance-of-plant above ground, would be
proceeding at the same time the factory was producing the
module. When the module arrived and was “plugged in,” the

* entire plant would be ready for operation. In this way, the
plant could be on-line in about 33 months.

The Department of Energy evaluated four possible mod-
ular HTGR designs in 1984, and in February 1985 selected
one which will include the prismatic annular-core fuel de--
sign, the steam generator side-by-side the reactor, and a steel
pressure vessel. They have placed requirements on the reac-
tor that it be available 80% of the time, that unscheduled
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down-time be less than 10%, that it have a cost advantage of
10% over a comparably-sized advanced coal power plant,
and that it be operational by the mid-1990s.

The target cost for the modular reactor is about $2,200
per kilowatt of installed capacity. GA Technologies has es-
timated that, for the United States, if the units were sited in
pairs, two dual-unit pairs would bring the cost of delivered
electric power down below the cost of power from an ad-
vanced pulverized coal plant, and below the cost for a single,
comparably-sized light-water reactor (seeFigure 4).

Siting only one module would increase the total cost
dramatically, mdinly because the balarice-of-plant equip-
ment costs (for turbines, control room, etc.) would be in-
curred anyway. The modules are being designed so that a
pair would share one turbine, and the same site preparation
and balance-of-plant facilities and costs. For the developing
nations, the site would be prepared and facilities built to
house more than one module, even if they were ordered years
apart.

FIGURE 4
Power costs of the HTGR
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The cost of delivered electric power, measured inmills per kilowatt-
hour, is higher for a single modular HTGR, or one pair, than for
either an advanced coal plant, or a conventional nuclear reactor.
Sited in at least two pairs of two each, however, the cost is reduced
and is competetive with both of those technologies. For use in
advanced sector nations, the HTGR modules would be built in
groups of at least two, and most likely, four or more. The four
reactors can share the balance-of-plant, including the turbines and
other equipment. For the developing nations, where.the cost’is
not as important as ease of construction and operation, the modules
can be added one at a time, as the need develops. T he site would
be prepared, from the beginning, to handle a group of reactors.
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-The modules in this HTGR “park” could be flexibly con-

nected, so that if a turbine from one pair needed maintenance,
but a module from another pair was down for refueling, they
could be reconnected to keep the entire plant on-line. (Re-
fueling needs to be done only every four years, with a plant
shut-down time of 23 days.) This increased flexibility adds
to the percentage of time the plant capacity is available.

In terms of safety, the goal is to have, not only a “walk- '

“away” reactor, which requires virtually no attention from
operators in case of any problem, but also a “walk-back”
system, where the plant can simply be restarted, without
suffering any damage, when the problem is corrected. The
modular HTGR is being designed to be “passively safe.”

The small size o fthe modular HTGR makes this possible.
The power density of the core is actually lower than today’s
light-water reactors, and the plant has such a small thermal
rating (350 MW) that, if there were a loss of helium coolant,
the afterheat could simply be vented out toward the sides of
the vessel, and if necessary, into the earth surrounding the
silo. There is no possibility of a release of any radioactive
fission products, since they are all contained inside each fuel
pellet.

This feature, which means there can be no threat to the
public, eliminates the need for NRC-mandated public evac-
uation plans, which has stymied the operation of already-
completed nuclear power plants. The modular HTGRs could
‘be sited directly under cities.

The fact that the reactor runs at higher temperatures, and
therefore at higher conversion efficiencies, means there is
about 26% less rejected waste heat. Estimates are that one-
third less water will be needed for ceoling, allowing the
modules to be sited in semi-arid regions. Today’s nuclear
power plants must be sited on rivers, lakes, or ocean fronts.

. The emphasis in the Department of Energy modular HTGR
program is electric, but the modules could be used for the co-
generation of industrial-quality heat and steam. It is feasible,
at this small size, that a company that is either electricity
intensive, such as aluminum and other metals refining, or
heat and steam intensive, such as petroleurn refining or paper
production, could purchase one or two modules for their own
production facilities. The military is also interested’in these
small power sources for situations where they need to be
independent of the utility power grid system. Modular HTGRs
could also provide the total energy requirements for isolated
areas, as well as islands. In 1981, the House Armed Services
Committee directed that a feasibility study be done to see if
HTGRs could be used to meet the energy requirements for
the government’s Sandia and Los Alamos National Labora-
tories.

The useful temperature of the modular reactor under de-
velopment will be set at 1,000°. This is lower than the outlet
temperature of either the Fort St. Vrain or German HTGRs.
Second-generation reactors would require the development
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of more advance materials, not for the reactor itself or the
fuel elements, but for the interface between the reactor’s
helium coolant heat and the transfer through heat exchangers
for the use of the heat or steam. ) ‘
Advanced ceramics and carbon-carbon composites now
under development for energy applications, such as high-
temperature magnetohydrodynamic direct conversion, would
allow the HTGR to go up to the more than 1,700°, which is
an ultimate goal for the technology. '
The higher temperatures would be the basis upon which
economical production of hydrogen and other industrial ap-
plications‘ would become available. In addition, it would
become possible to eliminate the need for the century-old
steam turbine production of electricity and use gas turbines.
The helium coolant could be used directly in turbines,
rather than creating steam, which would increase conversion

- efficiency from 40% up to 50%. This closed-cycle system

could recirculate the helium-back to the reactor, at a temper-
ature of about 300°, or this reject heat could be extracted and
used as a bottoming cycle, for lower-temperature applica-
tions. HTGRs using these helium gas turbines could literally

With the HTGR, there is no
possibility of a release of any
radioactive fission products, since
they are all contained inside each
fuel pellet. This eliminates the
need_for NRC-required public
evacuation plans, which have
stymied nuclear plant operations.

be sited in deserts, as no water is required either for cooling
or electricity generation. ' 3

Helium-cooled breeder reactors have also been under
investigation since the early 1960s to take advantage of the
inherent safety and higher temperatures available using the
helium gas. The lack of comitment in the United States to
build any kind of breeder reactor has stalled this potential
evolution of the HTGR.

When could we have them?

The current Department of Energy timetable projects that
two more years of final design work need to be done, and that
the first “demonstration” module would be operational in the
mid-1990s. But, unlike other advanced technologies, even
larger sized HTGRs have already been operating in the United
States and in Germany. There is no reason to build a “dem-
onstration” reactor.
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According to industry spokesmen, and common logic,
there is no objective reason why the first factory-produced
HTGR modules could not start rolling off an assembly line
at the beginning of the next decade. The technology is prov-
en, and the modular reactor has been conservatively de-
signed, using only proven and available materials and tech-
nology. An HTGR factory could produce about one module
per month. .

When one considers that the United States has slowed its
production and siting of any kind of baseload power plants
(coal or nuclear) to a virtual standstill, and that even if there
were no growth in demand, by the year 1995 about 100,000
MW of existing capaCity should be retired as they near the
end of their useful lives, we are going toneed as many power
plants as we can manufacture, as quickly as we can produce
them. - :

The energy deficit in the developing nations in the world

is staggering. In some studies, the suggestion has been made

that the countries without indigenous reserves of fossil fuels
should be immediately supplied with small, modular nuclear
po@er plants. It is pointed out, however, that even in the oil
_producing countries, by at least the beginning of the next
millenium, they will need nuclear power, as well.

For the already industrialized nations, a 100 MW electric
plant could supply electricity and heating for about 100,000
people. This figure would be several-fold higher in nations
where virtually no electricity production exists today. The
plants.could add small increments of power to new grids, and
their size would quickly allow developing nations to partici-
pate in the fabrication and erection of new plants.

Interest in HTGRs has existed in the developing countries
since the technology was demonstrated. In 1981, the Mexi-
can Academy of Engineering held a symposium on nuclear
energy in Mexico City and invited General Atomic Company
to present a paper on the “Status of the HTGR.” Because of
the present “survival mode” of operation of the U.S. nuclear
industry, and the economic disaster perpetrated in the devel-
oping sector by the International Monetary Fund;GA Tech-
nologies no longer has a marketing representative for Latin
America.

An important paper presented in 1983 to an international
conference session on compact nuclear reactors for emerging
nations, states that there “would be substantial technology
transfer between the developing nations in the areas of con-
struction, operator training, maintenance, etc., made possi-
ble by the adoption of a standardized design.”

This paper, optimistically titled, “A Small Modular HTGR
Nuclear Power Plant Concept to Meet the Total Energy Needs
of the Developing Nations,” and presented by Colin F.
McDonald from GA Technologies, also states, “This paper
has been presented 30 years after the ‘Atoms for Peace’
proposal presented to the United Nations General Assembly
by President Eisenhower in December 1953. The deployment
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Considering that the United
States’s power-plant construction
has slowed to a virtual standstill,
and that, by 1995, about 100,000
MW of existing capacity must be
retired, we are going to need as

~ many power plants as we can

manufacture as quickly as we can.

of the small modular HTGR plant in the developing nations.
could well result in the realization of this proposal.”

The United States is certainly not the only nation devel-
oping HTGR technology. The Germans have long realized
that this nuclear advance could heat cities, run industry, and
make more efficient use of their fossil-fuel reserves. The
United States has had an active cooperation effort with Ger-
man industry, and the HRB industrial group that is a partner
in the current 300 MW Thorium Higher Temperature Reactor
(THTR) plant is owned 45% by GA Technologies.

Funding for the HTGR in the Federal Republic of Ger-
many has been at the $250 million per year level, and modular
designs are now being evaluated in Germany, forcommercial
introduction. GA Technologies and German industry have
been sharing data and operating experience on the four reac-
tors that both nations have built. ’

The Japanese are interested in HTGR technology at high-
er operating temperatures, in the VHTR, or Very High Tem-
perature Reactor. They are looking at this as a heat-source
only, mainly for industry. On the current.timetable, the Jap-
anese plan to build a test reactor VHTR by 1990, of about 60
MW thermal, as a test bed to develop new high-temperature
materials. They are cooperating with U.S. engineers, partic-
ularly on the development of graphite applications and tech-
nology.

The Soviets have apparently built a small, S-MW thermal
gas-cooled reactor, and have used nuclear reactors for space
heating for district and industrial applications in the past.

The United States has been ready to “go commercial”
with the HTGR since the successful operation of the Fort St.
Vrain plant. If that step is not taken soon, the United States
will find itself in the same position withthe HTGR that exists
now with the breeder reactor and nuclear fuel reprocessing.
It will be faced with the prospect of importing advanced
nuclear technology from other nations in the world which did
not allow themselves to self-destruct at the beck-and-call of
international financial interests who state that the advanced
sector nations should become “post-industrial” societies.
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Tl Feature

Why debtor nations
can’t buy Baker’s
monetary reform

by Gretchen Small

You have to give ctedit to that banker’s boy, James Baker III; it takes real stub-
bormness to go out and campaign for a non-existent plan, to save a non-existent
international financial system.

On Oct. 8, the U.S. Treasury Secretary unveiled a “new’ plan to solve the
world’s debt crisis in his speech to the annual International Monetary Fund (IMF)
meeting in Seoul, Korea. Baker promised that commercial banks will increase
their lending by $20 billion over the next three years, and the World Bank would
also increase its financing. Fifteen unspecified countries will be eligible for these
sums, Baker stated, but only those countries which implement greater “structural '
changes” demanded by the IMF, swessing that developing countries must open
doors to foreign investment.

Thus far, Baker’s program hasn’t generated much: enthusiasm, anywhere.
When U.S. Federal Reserve chief Paul Volcker went to the American Bankers
Association Oct. 22 to drum up some of that promised $20 billion, he encountered
hostility. Smaller banks, already overextended in foreign lending, questioned what
Baker’s plan would do to help countries meet the debt payments they cannot meet
now. Many are simply refusing more loans.

The Baker plan is completely insufficient for developing-sector needs, Colom-
bian presidential economic advisor Diego Pizano Salazar pointed out on Oct. 22.
The requested 2.5% annual increase in bank lending is far less than the current 6-
7% dollar inflation, Pizano Salazar reported, thus effectively contmumg the col-
lapse in real bank lending.

Peruvian Economics Minister Luis Alva Castro has come the closest to saying
that the Baker plan, qua plan, does not exist. “Baker presented the plan to silence
and to denigrate the just clamor of Third World debtors” for a complete revamping
of the world financial system, and aimed at keeping debtor nations from presenting
joint demands for reform, Alva Castro stated in a speech to the Peruvian Senate
Oct. 22. “It amounts to a big stick policy. . . . This language of subjugation
belongs to the past century.”

Nonetheless, U.S. State Department ofﬁc1a1s are being deployed to find a
country willing to join the Baker club. On Oct. 22, Venezuela was the target. In
Caracas for the 12th Annual Congress of American Chambers of Commerce, U.S.
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Assistant Secretary of State Elliot Abrams pushed Baker and
the IMF in his speech to the businessmen, a press conference,
and a two-hour meeting with President Jaime Lusinchi.
Growth must be promoted “the way the IMF insists, for
example, eliminating state-sector companies, or artificial ex-
change rates,” Abrams stated at his press conference, and
cited Baker’s speech at Seoul. Former U.S. Ambassador to
Venezuela George Landau, now heading David Rockefel-
ler’s Americas Society, delivered a similar message in his
meeting with Lusinchi. Venezuela needs to use “much great-
er aggressiveness in seeking foreign investment,” Rockefel-
ler’s salesman stated as he left the President’s office, sug-
gesting tourism, construction, and agro-industry as the areas
“investors” might find attractive.

Will Baker succeed in heading off debtor unity, with
promises of more austerity for little money? At the end of
October, Mexico and Colombia awaited IMF missions.

Mexican Finance Minister Jesis Silva Herzog asserts that
he is willing to join the Baker club. Speaking to the Mexican
Labor Congress Oct. 23, SilvaHerzogrejected the possibility
of Mexico joining Peru in its program of limiting debt pay-
ments to a small percentage of the country’s export earnings,
declaring the retaliation which Peru now faces too dangerous.
“With the support of all the banks in the world, we will obtain
additional credits,” the minister promised labor’s represen-
tatives.

Former Panamanian President'Nicolds Ardito Barletta
also told his country’s labor movement that it was “too dan-
gerous” to follow Peru’s decision to challenge the IMF. He
was thrown out of office by Panamanians who back Peru.

But not all Mexican government officials are blind to the
growing popular anti-IMF rebellion. The Yucatan state Con-
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Peruvian Economics Minis-
ter Alva Castro (left) is
sworn into office by Presi-
dent Alan Garcia.

gress sent a telex to the other state legislatures in October,
demanding support for a resolution calling for a moratorium
on foreign-debt payments. The banks have already collected
their debt two times over through interest payments, the telex
notes. The call by PRI deputy Romeo Flores Caballero, sec-
retary of the Chamber of Deputies’ Foreign Relations Com-
mission, for Mexico to again think like Benito Juirez, and
put the interests of the population before those of the debt,
was front page news Oct. 24. Half of Mexico’s foreign debt
left the country as capital flight in any case, the president of
the Congress of Labor, Olivo Solis, stated during an unusual
press conference held after his meeting with President Miguel
de la Madrid on Oct. 22.

IMF demands, “leaked” by El Tiempo Oct. 22, that the
Colombian government limit wage increases, increase gas-
oline prices, increase public-utility rates, accelerate deval-
uations, open up its internal market, and eliminate low-inter-
est development loans, as conditions for IMF “approval” has
insured a hot welcome for IMF technicians. “Colombia is
sovereign in making decisions on its policies,” Labor Min-
ister Jorge Carrillo told the press after a meeting with Presi-
dent Belisario Betancur that night, and rejected a change in
wage policy. Colombia’s labor federations later issued a
statement supporting the labor minister in this policy.

Will Baker be successful? In this issue, EIR provides
some tools to evaluate this: an analysis of how rigged terms of
trade loot the developing sector, making debt payment impos-
sible; and the text of Peruvian Economics Minister Alva
Castro’s speech to the IMF meeting, detailing how the inter-
national financial system has not existed since August 1971.

Will Baker try to present his plan for “IMF growth” before
the Ibero-American labor movement?
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Debt and Ibero-America’s _tradé

by David Goldman

We present below the first installment of a study of prospects
for Ibero-American economic integration, which will appear
in full in EIR’s fall and winter 1985 Quarterly Econamic
Reports. The present study comprises the first complete eval-
uation of what has happened to Ibero-America’s trade posi-
tion as a result of the debt crisis. The results run totally
contrary to the version presented by the International Mone-
tary Fund and related agencies.

First, Ibero-America’s terms of trade with respect to the
United States, as measured by a basket of 37 commodities
studied by EIR, fell by 35.2% between 1980 and 1983. This
figure is derived by dividing American imports from Ibero-
America, as measured in tons, by the corresponding dollar
price figure, as reported by the United Nations. This simple
and irrefutable method of calculating export prices has not
occurred to the International Monetary Fund, which asserts
thatIbero-America’s terms of trade worsened by only 12.9%.

Secondly, Ibero-America underwent a drastic change in
export profile, from an exporter of raw materials, to an ex-
porter of industrial manufactured goods, especially energy-
intensive, capital-intensive intermediate goods. The myth of
Ibero-America as a backward source of raw materials for the
industrial West is refuted by this trade profile:

EIR’s basket of 19 energy-intensive intermediate goods
showed an average increase of volume of 153.2% over the
three-year period. Prices for the same commodities declined
by an average 34.9%.

On the contrary, EIR’s basket of 18 agricultural and min-
ing commodities showed a decline of export volume of
28.75%, with the largestdecline registered in the traditional
sources of Ibero-American foreign exchange, i.e., the min-
ing commodities. EIR’s basket of eight primary-mineral
commodities registered a 34.5% decline, or 20% higher than
the average decline. For the raw materials group as a whole,
export prices declined by 35.4%.

The price decline of 35.2% during the 1980-83 perlod
i.e., the worst ravages of the debt crisis, does not, of course,
fully estimate the undervaluation of Ibero-American curren-
cies. In market-basket terms, all such currencies were under-
priced by 20-30% against the American dollar, before the
debt crisis exploded after 1980. The true undervaluation of
Ibero-American currencies, therefore, lies in the range of 55-
65%.
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Finally, the cost to these countries due to the collapse of
export prices, which represents a cost of the debt crisis, must
be added to their reported interest bill, in order to measure
the cost of International Monetary Fund usury. The result is
startling: As of 1983, the last year for which we have com-
plete data, Ibero-America paid an effective interest rate of
24%.

These results are summarized in Table 1.

- The great resource grab

The form in which the United States has parasmzed the
resources of Ibero-America is made clear in Table 2, which
matches American imports of refined metals to imports of the
corresponding ores. In most of the ore categories, the results
show a major decline in export volume, whereas all of the
refined metals show spectacular i increases. Steel is a case in
point: American imports of iron ore from Ibero-America fell
by 63% during the debt crisis, while imports of finished steel
rose to 2.454 million metric tons, or about 15% of total
American steel imports, and 3% of total American steel con-
sumption. Another is aluminum, exports of which rose, in

" volume terms, by 135%, while U.S. imports of bauxite and

alumina fell by 53%. .

Ibero-American government ministers who have long
suspected that something else” than free-market forces were
at play in the commodity markets will find the comparison of
price declines in the two market-baskets of enormous inter-
ests. Most of the items in the raw-materials market basket are
sold in dollars, according to the vagaries of the commodity
cxchanges almost all of the items in the intermediate-goods
market basket are sold in national-currency terms. The above
results show that the price declines in the two categories—
one brought on by falling commodity-market prices, the oth-
er by International Monetary Fund-imposed currency deval-
uations—are virtually identical.

That is not surprising, since the commodlty price-de-
clines, as well as the currency devaluations, are the result the
same global credit squeeze, imposed upon the developing
world by the International Monetary Fund and the Bank for
International Settlements. '

However, the results, as such, show up for a miserable
sophistry the International Monetary Fund’s argument that
currency devaluations will lead to higher exports. The in-
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Table 1

Ibero-American trade with the United States, 1980-83

Aluminum ore 12.8 -53.2

(Percent)
Price Volume Price Volume
Commodity change change . Commodity change change
Industrial intermediate goods i )
Refined lead —565.6 ' 19.9 Iron ore -4.0 -62.8
Refined zinc -1141 21.6 Wool -15.6 -60.8
Aluminum ) -41.7 135.4 Natural fiber -27.3 -20.5
Refined nickel -75.0 7.2 Cotton - -44.4 -34.5
Refined copper -273 475 Natural rubber -30.2 -20.1
Iron steel wire -545 4855 Sugar and honey -25.0 -448
Iron strip and hoop -394 175.8 Vegetables, -25.0 -45
Iron plate -26.8 - 2157 prepared :
Iron shapes -435 122.1 Fruit, nuts . 330 ' -58
Iron primary forms -26.2 . 4533 Vegetables, fresh —-28.5 18.1
Pig iron - -494 - 154.8 Cereal . 143 -36.5
Cement -273 139.4 preparations
Rubber tires, tubes -30.7 192.0 Prepared fish 423 -432
Starch inulin gluten -313 42 Frozen fish -15.7 -17.7
Manufactured . -35.0 4194 )
" fertilizer : Industrial commodities

chemicals . -250 61.5 No. commodities studied: 19
Petroleum, refined. 0.0 - -5.2 Avg. rise export volume: 153.4%
Pulp and paper -235 86.2 Avg. decline export price: 34.7%
Synthetic rubber -36.4 174.3 C
Primary products (agriculture and mining) Primary products
Tungsten ore -529 -31.1 No. commodities studied: 18
Tin ore ' -256 -63.1 Avg. decline export volume: 33.5%
Lead ofe -22.4 . 73 Avg. decline export price: 35.4%
Copper ore —-86.0 -29.0
Zinc ore —-55.8 -51.7 All categories

Avg. price decline: -32.9%

crease in Ibero-American exports to the United States is a
simple function of the collapse of the American economy.
As the American economy shuts down its capital-intensive,
energy-intensive basic industry, it buys abroad the interme-
diate goods it no longer produces at home, at a fraction of the
domestic cost of producing such goods. Price declines of
about 35% did not help the Ibero-American countries sell
more iron ore or alumina, since the United States no longer
processes such goods. On the contrary, these countries found
aready market for goods higher up on the scale-of processing,
replacing the production whose capacity the United States
has destroyed. ’ .

Upon the $360 billion in debt shown outstanding in Table
3, Ibero-America’s interest bill is given by Table 4.

The interest paid, which in 1983 amounted to 70% of -

Ibero-America’s $68.8 billion in exports to the industrial
world, does not reflect the full cost of usury imposed upon
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these nations through International Monetary Fund condi-
tionalities. If the excess payments for imports, and revenues
lost upon exports, are added to the interest bill reported above,
the total debt service paid by Ibero-America in 1983 was
$87.5 billion, and the true rate of interest was 24%.

The complete measure is obtained by adding the interest
bill to revenues lost as a result of poorer terms of trade.
Above, we calculated the deterioration of terms of trade to
be 35.2%. Applied to Ibero-America’s trade data, this yields
the result shown in Table 5.

Treasury Secretary James Baker III’s demands for “eco-
nomic restructuring” in the debtor countries, under World
Bank guidance, derives from plans circulated during the past
two years by Henry Kissinger and his circle. The core of the
plan, exchanging debt for equity shares in raw-materials and
industrial capacity in the debtor countries, was first floated in
a big way during a September 1982 meeting of the Aspen
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Table 2 :
U.S. industrial vs. raw materials imports from
Ibero-America

Table 3

Total foreign debt of 9 Ibero-American
countries, BIS vs. EIR

(Percent change) (Billions U.S.$)
Commaodity refined metal metallic ore 1980 1981 6/82 1982 1983 1984
Lead : 19.9 73 Argen/BIS 204 229 235 222 273 25.9
Zinc 21.6 -51.7 BIS ratio 153% 153% 165% 165% 165% 165%
Aluminum 135.4 -53.2 BIS (adj.) 31 35 . 387 366 45 427
Nickel- 7.2 ' na. EIR est. 357 430 430 45
Copper 475 -29.0 i
Total iron and steel 360.7 ’ —62.8 Brazil/BIS 44 49.7 52.4 56.1 719 75.7
EIR est. 772 86.1 92 100.8
:;:l'm"be'?' 50.1 Chile/BIS - 96 106 104 13 136
Iron Steel wire 4855 EIR est. 15.5 173 19.1 19.2
Iron strip and hoop 175.8 Colombia/BIS 49 49 55 73 69
Iron plate 215.7 EIR‘est. 83 97 106 120
Iron shapes 1221 i
Iron primary forms ’ 4533 Mexico/BIS 428 555 62 59 726 728
Pig iron - 154.8 EIR est. 64.0 83 88 88
Peru/BIS 43 5.1 5.2 ‘6.6 5.8
EIR est. 8.6 10.4 105 10.5
Institute in Aspen, Colorado. Using estimates made available
by close collaborators of Henry Kissinger, we have prepared Venez/BIS 223 225 226 280 26.1
the following estimates of the scale of looting implied by the EIR est. 30.8 34.3 346 346
proposal.
. 25. . . . .
Former Assistant Secretary of State Robert Hormats; who Panam/BIS 37 252 279 316 305
. . . . EIR est. 38.6 378 419 474 45.7
was promoted in the State Department by Henry Kissinger - ——
and is now Kissinger’s assistant at the Goldman Sachs in- Cuba/BIS 14 14 10 12 1

vestment bank in New York, told a journalist on July 9, 1985
that there has been “new enthusiasm” in Washington for
Kissinger’s debt for equity proposal. Hormats’s judgment
was apparently borne out by the Baker plan offered to the
just-concluded International Monetary Fund meeting in South
Korea.

The plan was earlier described by Kissinger in the June
23 Los Angeles Times and elaborated by Hormats in Senate

testimony June 24.

Hormats described the equity swap as a “great way to
bring free enterprise to Latin America,” which will “give
foreigners eventually a 15-20% ownership stake” in what
happens to Latin America. ’

He gave as an example the recent Goldman Sachs under-
writing of a $50 million Eurodollar bond for the Panamanian
government owned-bank Bladex. With this bond issue,
Goldman Sachs “privatized” the government bank by selling

* its equity to the Eurobankers. The significance is that this -

was the first time in three years that a Latin American entity,
either government or private sector, was able to sell a Euro-
dollar bond. It is a floating rate note at 1% over Libor, or 9%,
and will rise as Libor rises. '
According to Hormats, one-fifth of Ibero-America’s debt
should be converted into equity, or roughly $80 billion; the
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1980 1981 1982 1983 1984 1985

Debt with Panamanian foreign deposits

Total of 9 286.1 3128 309 3752 371.2

Plus Ecuador, Carribean, etc.: less than $30 billion .
Total continent 256 308 338 334 405 400
Debt without Panamanian deposits: :

Total of 9 ‘ 270.1 3352 331.2

Total continent : 316 365 - 360
Table 4

Ibero-American debt service

(Billions U.S.$)

1981 1982 1983 1984 1985*

Principal 316 365 360 355 - 350
Interest % 14 13 12 1M1 1

.

Debt service™ 443 475 48.2 441 435

* Estimate
** Interest plus $5 billion/year principal starting 1984
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Table 5
The debt-service costs of Ibero-America due
to terms of trade, 1983

(Bilions U.S.$)

Imports 44.888 "
Excess import payments* 15.800

Exports 68.841

Loss of export receipts* 24232

Total loss 40.032

Plus interest paid 47.500

Total usury bill 87.532

As % of total debt 23.98% = True interest rate

* When adjusted by 1980 terms of trade yields

required yield for this equity would be 15% per annum, or

* higher than the present 11% interest rate on outstanding debt. .

For what it is worth, Kissinger has also circulated a pro-
posal—which has not gone far in Washington—to “cap”
interest rates, which, supposedly, would reduce them from
11% to 8%.

However, this is not a cap on the total rate, but a cap on
the banks’ earned “spread” over the London Interbank Rate
(Libor), which the banks themselves pay to get money. Cur-
rently, the banks are paying 8% for funds, charging an aver-
age 2% spread to Latin America, or a total of 10% for new
loans made in 1985. Kissinger wants to “cap” the spread to
1%, which would mean 9% rates.

In sum, the financial impact would be a reduction from

2% to 1% of the spread or a grand total of 1% reductlon in
interest rates.

Even supposing they decide to “fix” capped rates, thc
most they could shave would be 2% from the spread. In any
case, the interest costs deducted from current payments would
be added to the principal under the Kissinger plan.

The Kissinger plan, even in its own self-description, would
be considerably worse than the International Monetary Fund’s
“status quo.” To demonstrate this, we project interest costs
to the Ibero-American debtors under present conditions of
International Monetary Fund rule. We then adjust these pro-
jections to take into account:

1) The cost of paying the demanded 15% dividend on the
portion of the debt converted into equity, and

2) The supposed saving due to the “interest rate cap.”

Simple arithmetic shows that the debtors come out behind
under Kissinger’s proposal, even in simple financial terms;
this does not take into account the worst aspect of the plan,
namely the loss of economic sovereignty.

The figures in Table 6 assume norepaymentof principal,
and 5% per year capitalization of unpaid interest, i.e., unpaid
interest to be added to total debt amount. It also assumes that
2% per year of the debt, starting in 1985, will be converted
to equity.

Insummary, the supposed concessions offered by Kissin-
ger and company turn out to demand a worse rate of looting
than the International Monetary Fund has imposed, under
present conditions. What is most disturbing about this con-
clusion is that it takes the mechanics of the Kissinger plan at
face value, and merely computes its consequences.

In reality, the plan would be much worse: The loss of
sovereignty over national policy would ruin whatever recov-
ery chances these nations have, throwing their national in-
dustries onto the scrapheap. The damage that would be done
would make the worst of the carpetbagging after the Ameri-
can Civil War look like a Peace Corps mission.

/

Table 6 K
The IMF status quo and the Kissinger plan
(Bilions U.S.$)

1982 1983 1884 1985 1986 1987 1988 1989 1990
The IMF status quo
Principal 316 365 360 355 350 345 340 335 330
Interest % 14 13 12 11 11 12 15 15 15
Debt service* 443 475 482 441 435 464 560 553 545
The Kissinger plan ‘ . . .

. Interest plus $5 billion/year principal

Principal 316 365 360 371 382 394 405 418 430 starting '1’934_
Equity conversion** 0 05 20 10 174 258 339 423 51.6 ** Assumes that 12% of the total debt will
Interest %*** 14 13 12 8 8 9 12 12 12 have been converted to equity by
Interest bill 443 475 482 297 306 355 486 502 516 ;99,0’ 9'1‘;:2‘9 with a 2% conversion
Equity yield (15%) 0 01 03 15 26 39 51 64 77 .. A‘:s':?n os a l;nost_ generous-case” of
Combined total 443 476 485 312 332 394 537 568 593
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subsidized lending, i.e., loans with-an
interest rate “cap” of 5% on new loans.
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Documentation

Peru: Bretton Woods
system is bankrupt

Excerpts from the text of Peruvian Finance Minister Luis
Alva Castro’s address to the annual meeting of the Interna-
tional Monetary Fund/World Bank in Seoul, South Korea,
delivered on Oct. 10.

Delegates:

In attending this yearly meeting of the International Mon-
etary Fund and the World Bank, we are not simply complying
with the ritual all governments have been compelled to ob-
serve for the last 40 years. We come with the purpose of
having our say in this annual assembly, which through the
action of all must become a landmark in the course of this
organization. We are not moved by arrogance when we ex-
press our will that this assembly mark a decisive moment in

our history; we are moved by the urgency of a people which

has been severely hit by the world crisis. .

We believe the seriousness of this crisis has impressed
upon the rulers of all countries the need to undertake without
delay a profound change in the international economic order.
In our view, this leads necessarily to a fundamental change
of the operating conditions of an organization such as the
IMF, as has been proposed by the Group of 24 and the Non-
Aligned group. Therefore, as the President of Peru anticipat-
ed in the General Assembly of the United Nations, we have
come to Seoul to urge you to take decisive steps toward
changing and reforming the international monetary system.
We have come to tell you that the government of Peru wants
to participate actively in the task of building a new interna-
tional economic order, and commits itself here and now to
pulling together the task forces this assembly may consider
necessary to create toward that end.

The declaration of non-convertibility of the dollar in Au-
gust 1971 marked the end of the international monetary sys-
tem as it was sanctloned in 1944 at the Bretton Woods con-
ference.

It so happens that the ﬁnancmg of the U.S. economy,
concretely its projection as a world power, was realized under
the balance-of-payments deficit Jacques Rueff called a “tear-
less deficit.” In 1971, the non-convertibility of the dollar
theoretically put all currencies at the same level. Nonethe-
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less, the U.S. economy’s stength allowed it to continue
accumulating “tearless deficits,” but, unlike previous years,
these deficits were not.associated in any way with a loss of
its gold reserves. The lack of a convertible currency left the
Bretton Woods accords contentless, thus demanding the re-
constitution of the international monetary system. But the
United States, which should have led the reform of the system
and the creation of a true international monetary pool, did
nothing of the sort.

.The floating rates which resulted from the declaration
of non-convertlblhty of the dollar brought about a permanent
instability of the international monetary system. . ..

The imbalance created by the oil surplus of the Mldcast
oil-producing nations added to the disturbances already men-
tioned.

Smce the 1974- 76 recession limited the international pur-
chasing power of Third World countries, the only way they
could continue buying was through receiving the money nec-
essary to maintain and even expand their imports. These
purchases were financed by oil surpluses, which from 1974
until 1978 amounted to $180 billion. This is when the com-
mercial banks, apparently successfully, ran a gigantic recy-
cling of financial resources through Third World countries,
both producers and non-producers of oil. Third World debt,
naturally, increased in a like proportion. . . . The IMF evad-
ed its responsibilities and became the accomplice of Third
World countries’ over-indebtedness.

The crisis of the *80s
Towards the end of the *70s, the United States decided to
radically change its economic policy. ‘

. .Thus, the United States engaged in a restrictive mon-
etary policy, with the ostensible purpose of fighting inflation.
The immediate consequence of this policy was a massive
capital influx to the United States, and the ensuing interna-
tional recession. At any rate, the essential point is that the

- new monetary policy of the United States triggered an inter-

national recession. . . . )

The massive influx of capital into the United States ena-
bled it to suffer a relatively less severe recession than other
countries. It also allowed it to follow a policy of expanding
public spending while reducing taxation of the rich. The rest
of the world financed their budget and trade deficits.

The industrial restructuring policy the United States had
been following for years was carried out in the framework of
anew international division of labor. The oldest industries—
steel, for example—were hard hit and forced into transfor-
mation due to imports from countries with more competitive
industries. Advanced industries, mainly the weapons indus-
tries, were not affected by the competition, but rather were
favored by state demand-—that is, by foreign financing. It is
important to note that the U.S. budget deficit can only be
reduced if there is a dramatic change in its economic policy.
Even so, the volume of the public debt is so great that the
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mere maintenance of its service makes the reduction of the
deficit difficult, even if there were an extreme limitation on
defense spending. . . .

Faced with these developments, which significantly limit
the possibilities of Europeanrecovery and have put the Third
World in dire straits, the IMF has done nothing, other than
to contribute to the concentration of all capital in a single
country, and imposing adjustment policies whose only pur-
pose—in the case of Third World countries—is to generate
trade surpluses to enable them to pay their foreign debt.

_ Thecrisis of the *80s has hit Third World countries with
uncommon violence, firstly affecting the price of our coun-
tries’ export products. . . .

In the second place, the prices of industrial products have
continued to rise, reduced inflation notwithstanding, so that
from 1981 to 1984 alone we can see a deterioration of terms
of trade on the order of 25% for Latin America.

In the third place, climbing interest rates have meant a

substantial increase of Third World payments inthat area. . . .

_ In the fourth place, protectionism in industrialized coun-
tries—in the United States, particularly—has seriously af-
fected Third World countries. . . .

The IMF, instead of automatically providing resources to
' the affected countries, has been exclusively interested in
imposing adjustment policies orierted toward deepening the
recession and thereby freeing up resources earmarked for
payment of the foreign debt.

Thus the IMF, by becoming a watchdog for the interna-
tional banks, adds a covert conditionality to the severe con-
ditionalities attached to its loans. Consequently, we declare
that the conceptual basis on which the Bretton Woods System
was built is bankrupt, and the IMF, therefore, has lost its
- legitimacy. .

Our conclusions are two.

First: We maintain that the IMF does not adjust its pro-
posals to scientific criteria, because it ignores the structural
nature of the unbalanced balances of payments; and because
it isn’t consistent in the application of its own criteria, since
ituses different formulas for similar situations, depending on
whether it is dealing with a Third World counwry or the most
industrialized country, and because it is a political institution
which reproduces old-fashioned colonialism in its purpose of
containing national efforts towards structural transformation.

Second: We believe that, for all practical purposes, the
monetary system agreed to at Bretton Woods has already
collapsed and has proven unacceptable to the South, ineffi-
cient for the North, and anachronistic for all. .

The case of Peru

The reduction of Peru’s purchasmg power in the world
market has been truly dramatic in the *80s. Our export earn-
ings have dropped by more than 25% between 1980 and
1984. Cheapening raw materials, but also protectionism in
the industrialized countries, explain this result. During this

EIR November 1, 1985

period, the prices for our raw materials dropped by nearly

-40%, and our manufactured exports dropped by approx1-

mately 20%.

The evolution of our terms of trade, which limits the real
purchasing power of each dollar generated by our ecorfomy,
was also unfavorable. We lost approximately one-third of the
purchasing power of our dollars during this same period. But
our imports also fell by approximately one-third between
1980 and 1984, and by around 50% between 1981 and 1984.
Despite this, and reflecting both the increase in interest rates
as well as massive capital flight, our total debt increased by
approximately 50%. In a word, an economic absurdity which
translated into a catastrophe, of which the IMF is not inno-
cent—something which can be readily seen if one evaluates
the economic policy adopted in our country in the past few
years, and the pathetic results achieved.

Therefore, we do not want to forget the IMF’s letters of
intent, which in his speech to the United Nations Assembly,
the President of Perucalled “letters of colonial submission to
injustice.” And when an organization responds solely to the
interests of the eldest of its members, it is clear that we are
faced with an imperial policy. The letters of intent imposed
on different governments of Peru have served in effect as
genuine - instruments of submission. They have contained
demands for devaluing our money, contracting our money

- supply, and reducing public expenditure, as if the imbalances

of the Peruvian economy originated in excessive internal
demand.

But the IMF has gone much further, assaultmg our very
sovereignty by conditioning the signing of the letters of intent
to the application of economic policies which in effect have

" nothing to do with the reestablishment of a balanced balance

of payments. On the contrary, the IMF forced Peru to “open
up” its economy even to the point that this adversely affect-
ed—as in 1973—the balance of payments. . . .

In addition, we should remember that the stand-by agree-
ment signed in April of 1984 indicated that Peru should
introduce “changes in land-holding regulations.” This, of
course, means a complete change in the spirit of the agrarian-
reform law, The letter of intent also indicated that Peru should
makeits labor legislation more flexible, which means nothing
less than putting an end to the stability of labor upheld in
Peru’s Constitution. . ‘

We cannot fail to mention the establishment of untouch-
able blocked accounts in the central reserve bank under the
stipulations of successive agreements with the IMF. Thanks
to them, the central government and the state companies
continued paying service on foreign debt that had been re-
scheduled with the creditors. Thanks to them, resources in
the central reserve bank were sterilized, thus serving as an
additional factor of economic depression. In this same regard
(tying the hands of the public sector), the thesis that net
domestic credit should go only to the private sector was
inscribed. -
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The application of these policies—which in fact violate

the political constitution of Peru—can only depress ourecon-

omy and impoverish our people further. Thus, levels of pro-
duction per capita in Peru are today equivalent to those of 20
years ago, and less, by around 17%, than what we had 10
years ago. Regarding agricultural production per capita, the
evolution has been still more dramatic. Production of pota-
tos, a native tuber of Peru and the basic food for millions of
Peruvians, has been reduced by half in the past 20 years. And
if we take the decade of the ’80s as a period of reference, we
find that the collapse has been by one-third—that is, 66% of
the last 20 years’ decline. While less dramatic, a similar
situation has occurred with corn production, also an essential
foodin the old Inca diet. We produce aboutone-third less per
capita than 20 years ago. ’

We will pay no more because we
cannot pay more, and because if
we did, we would endanger the
very existence of our society, not to
speak of the survival of the
democratic system. We also want to
tell our creditors that we are ready
to talk directly with them, but will
not tolerate IMF mediation.

Certainly, within this general picture of deterioration, the
wages and salaries of our scarce labor force that has a per-
manent job have been affected. Between 1980 and 1985, the
average workers’ wage has fallen by 40%, with the public
employees the worst affected.

Foreign debt

Regarding foreign debt . . . Peru reaffirms the position it
has been following since July 28 of this year. In the first
place, Peru feels that, in view of the origin of the foreign
debt, itis indispensable that both debtors and creditors accept
the principle of co-responsibility. It is impossible that credi-
tors consider the debt problem to be mainly a problem of the
debtor nations. This is a joint problem of creditors and debt-
ors, and perhaps even more of the first, who continued to
offer credits knowing full well they could never be repaid.

In any case, we assume our responsibility and we say to
our creditors that, while we recognize the existence of the
debt, we also maintain that we are in no condition to pay it,
at least not until the world economic situation is radically
altered. Meanwhile, and because we are neither maximalists
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nor do we seek to overturn the chessboard by our own force,
we reaffirm our decision to pay a maximum 10% of the value
of our exports in debt service.

Naturally, we do not expect other countries to adopt this
same decision. Ten percent is not a magical figure; it is
merely a figure compatjble with our current possibilities, but
it is important inasmuch as it is linked to the value of our
exports, that is, to our purchasing power on the world market
and, above all, because it expresses the sovereign decision
of a poor nation and rescues thereby its right to decide its
own destiny. _

We have said before the United Nations that we do not
fear the inevitable repercussions that having adopted such a
decision may bring us. We know that the creditors of the
Third World, and in particular, the United States, have shown
no flexibility on the question up until now. We also know
that they are prepared to respond with sanctions of all sorts

- against anyone who dares to make a sovereign decision. But

atthe same time, we are also convinced that the time of reason
must arrive.

Our decision expresses above all a vital necessity of our
economy. We will pay-no more because we cannot pay more,
and because, if we did, we would endanger the very existence
of our society, not to speak of the survival of the democratic
system; that is, the system of universal suffrage and balance
of powers that characterizes our civilization.

We also wantto tell our creditors that we are ready to talk
directly with them, that we are not willing to tolerate the

- mediation of the IMF, plainly and simply because the policies

recommended by that organization have served the interests
of only one nation. They have been useful in making Third
World countries generate surpluses which enable them to pay
the debt, no matter what happens to their peoples. We de-
mand, therefore, direct dealing, but also a prompt meéting
of the United Nations on the debt problem. Peru is applying
an economic emergency program for the medium term, in-
tended to overcome the structural ills that our nation has
suffered. This program contains the following fundamental
elements: : .

A) To battle the recessive inflation that is severely as-
saulting the neediest layers of our population.

B) To reactivate the national productive apparatus, gen-
erating more employment and productivity, and channeling
financial resources and internal savings toward production.

C) To reduce the budget deficit through increased in-
come, effective austerity in public expenditures, and a vol-
untary and responsible reduction of the defense budget.

D) Determined action against terrorism and the drug trade,
evils which have joined together in the undermining of our
society. Onthe one hand, terrorism takes advantage of misery
that has been aggravated by the application of recessive ad-
justments, which we have criticized for destabilizing our
democratic system. And, on the other, the illicit and immoral
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drug trade, which has evolved to satisfy the growing consum-

er demand in the great country to the North.

As you can see, we have a program of structural adjust-
ment that is coherent with ourreality, that appeals to our own
internal efforts, and that has received the support of all Pe-
ruvians, despite the sacrifice it entails. We are convinced that
an effort of this sort, which is already yielding its first fruits,
can rely on the resolute support of the entire world commu-
nity, and should not be labeled with such a hurried and mis-
taken classification as a “vain, isolated effort,” which could
damage projections for its future growth.

- International monetary reform

Obviously, solving the problem of the debt would ease
the path towards reforming the international monetary sys-
tem. However, it is not an indispensable condition for setting
the reform in motion. Rather, the reform of the international
monetary system would eventually incorporate the problem
of the debt and perhaps provide a more rational solution. In
any case, profound changes in the international monetary
system are indispensable. They are indispensable because
commercial and financial relations between nations can no
longer function within the old system. Indeed, this system
has already ceased to exist, and it is the United States which
now governs international financial relations and the world
economy itself. Therefore, we demand that reform of the
system be initiated without further delay.

We affirm that the IMF has not fulfilled the role that'was
assigned to it at the time of its founding. In principle, that
organization should encourage the balanced expansion of
international trade within the framework of exchange stabil-
ity. Nonetheless, never since the day of its creation has trade
expansion been balanced. On the contrary, imbalances have
been the essential characteristic of world trade as it has de-
veloped in the postwar era. And it is the unbalanced devel-
opment of trade and international finance which has permit-
ted the vast expansion of exchanges which finally led to the
inconvertibility of the dollar. . . .

. We therefore insist on the need to convoke a conference
of the United Nations on international money and finances.
To arrive atthis conference, it is evident that we should hold

a series of preliminary events and, above, all, create a task

force which can prepare the documents to be discussed along
the lines of what we are presenting to this assembly.

Above all, we must say that we 'seek to create a new
international monetary order and, in case the reform of the
IMF does not adequately advance, an organization to
supersede it. That organization, unlike the IMF, would be
made up of all nations and maintain a better balance among
itsmembers to permit amore democratic functioning. Infact,
no one country should have the possibility of a veto. . . .

In relation to the task force that we propose to this assem-
bly . . . we feel that this task force should be given a maxi-
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mum deadline of six months to ptepare a proposal for the
total reform of the international monetary system. In this
sense, we understand that—on the basis of the outline indi-
cated—the task force should address the following themes:

1) The nature of the international currency to be created.

2) Guidelines for distributing international liquidity.

3) The assignment of international liquidity to the coun-
tries of the Third World.

- 4) The functions of the new international monetary insti-
tution.

5) The operational guidelines of the international mone-
tary institution.

6) The possibilities of absorbmg the foreign debt of Third
World countries in the context of the new international insti-
tution.

In concluding its report, the task force would deliver it to
the Secretary General of the United Nations, who would
convoke the international conference that we have proposed
within a period no greater than four months.

Delegates: We have come to this annual meeting to have
our say and to communicate the urgency of a nation fighting
for its survival which believes that affirming its sovereignty
is a necessary condition for its devélopment. We have come
for no other purpose than to demand an end to the era in
which a single country can impose upon the rest the condi-
tions of their existence. We do not accept that a country
should exist independent of any controls, while the countries
of the Third World are condemned to starvation in the name
of re-establishing economic equilibrium.

We affirm that the intemnational imbalances and, there-
fore, our own imbalance, will only be corrected when certain
nations agree to pay the price of their excesses in every area.
Nonetheless, we are not prepared to wait for this to happen.
We have decided to take our destiny into our own hands, to
sweep aside to the extent possible the obstacles to our prog-
ress. In this sense, we reaffirm our readiness to pay a maxi-
mum of 10% of the value of our exports to service our foreign
debt. But we have come to demand a total reform of the
international monetary system. A reform that has as its guid-
ing principle equality of distribution of resources and the
safeguarding of the sovereignty of states.

In conclusion, we consider it appropriate to reiterate be-
fore this assembly the message that the President of Peru left
with the United Nations: “Let the United Nations represen-

' tatives here gathered know that we are neither interested nor

find it convenient to belong to an institution which serves for
the benefit of one nation. . . . Therefore, we reiterate that
the IMF shall not be an intermediary between us and our
creditors. In dialogue with our creditors, we will accept no
conditions that mortgage our economic sovereignty, nor will
we accept the imposition of political conditions, signing let-
ters of intent as instruments against our people.”
Thank you.
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s International

New Yalta deal:ready to sign

by Linda de Hoyos

In his speech before the United Nations General Assembly
Oct. 24, President Ronald Reagan put forward what he called
a “bold plan” for the Soviet Union and the United States to
negotiate an end to regional conflicts involving the two su-
perpowers. The areas cited by the President were Afghani-
stan, Cambodia, Ethiopia, Angola, and Nicaragua. Reagan
proposed that the “starting point must be a process of nego-
tiation among the warring parties in each country I’ve men-
tioned, which, in the case of Afghanistan, includes the Soviet

- Union. . . . There is a second level: Once negotiations take
hold . . . representatives of the United States and the Soviet
Union should sit down together. . . . In some cases it might
well be appropriate to consider guarantees for any agree-
ments already reached.”

This is to be the framework presented by Reagan during
the summit with Soviet General Secretary Mikhail Gorba-
chov in November, which will feature a special section on
“regional matters” to review “the legitimate interests” of the
two superpowers in different “spheres of influence.”

Throughout Ibero-America, Asia, and Africa, U.S.-al-
lied governments have expressed their displeasure with the

formulation. Sources across a wide political spectrum in*

Washington are unanimous in their assessment that Reagan’s
formula for solving regional conflicts is the public unveiling
of the administration’s assent to the pact between the Soviet
Union and the West’s oligarchical faction for a New Yalta
division of the globe.

The New Yalta deal, as stated by Henry Kissinger in
1982, stipulates that the United States would recede to 25%
of the world influence it commanded in the 1970s. U.S.
influence is to be circumscribed within the Western Hemi-
sphere. Western Europe, the Middle East, Africa, and Asia,
including the Pacific, are to be ceded to Moscow, with China
playing a secondary role in Asia. The sovereignty of the
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nations sub jected to this deal is, from the standpoint of Mos-
cow and its Western oligarchical partners, is, from the stand-
point of Moscow and its Western oligarchical partners, irrel-
evant. New Yalta rests on the assumption that the world’s
economy will continue to be dominated by the destruction of .
national economies directed by the Intematlonal Monetary
Fund and the World Bank.

New Yalta is the prevailing doctrine of the State Depart-
ment and has been so since Kissinger’s official tenure there.
It accounts for the undeniable fact that the State Department
has led the United States into one foreign policy debacle after
another, knifed one ally after another in the back—from
Tunisia to the Middle East, through Pakistan to the Philip-
pines and South Korea; through Western Europe where the
New Yalta crowd has crowed for the “decoupling” of Weést-
em Europe from the United States and the reassignment of
U.S. troops stationed in Europe to Central America. The
debacles are deliberate, as the State Department enacts U.S.
strategic withdrawal from those areas to come under Sov1et
hegemony.

How the deal will work

The details of the New Yalta plans behind Reagan’s deal
emerged in two locations over the last month. One is the fast-
paced process leading to the reopening of diplomatic rela-
tions between Israel and the Soviet Union. The other is the
idea of mutual concessions in solving regional conflicts,

" concessions defined by New Yalta. This second aspect was

aired by Zbigniew Brzezinski on Oct. .6 in an op ed in-the
New York Times. Brzezinski, famous for his 1979 assertion
that “Islamic fundamentalism is a bulwark against commu-
nism,” operates out of the Center for Strategic and Intema-
tional Studies at Georgetown, the State Department’s quasi-
official back channel to Moscow. Brzezinski argues for a
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trade-off on Afghanistan and Nicaragua. “The two situations
may involve not only a political parallel,” writes Brzezinski,
“but also some degree of indirect political linkage. To put it
differently, a constructive solution to the Afghantragedy has
tobebased on a formula thatthe United States can also accept
in Nicaragua. Such a forumla should involve ‘external neu-
tralization and internal self-determination.’” .
As Brzezinski then makes evident, this is purely a strat-
agem for agreement between empires, “External neutraliza-
tion would involve arrangements to ensure that the country
concemned not become allied with forces hostile to the rele-
vant [!] superpower or engage in political or military activi-
ties contrary to the regional interests of that superpower.
Internal self-determination would mean that political ar-

rangements within the country correspond to the freely ex-

pressed views of the population and that such arrangements
be at least initially reinforced by external forces acceptable
to, but not controlled by, the pertinent superpower* [empha-
sis added}. / . '

The Afghanistan-Nicaragua quid pro quo is part of a
larger New Yalta plan, explained Bruce McColm of Freedom
House, an outfit close to Brzezinski. This larger deal, he
said, extends to Southeast.Asia and southern Africa. Pol Pot’s
resignation and disappearance in late September is part of the
Southeast Asia complex of deals, out of which would emerge
a “neutralized Cambodia under Vietnamese hegemony.” (EIR
has subsequently corroborated this with area sources, who
say, however, that this deal reflects primarily agreement be-
tween China and Russia. The United States would agree to
be “cutout” inexchange for concessions in Central America.)
The Soviets would also agree to keep out of Thailand. On
South Africa, the deal involves a gradual Spviet withdrawal
of assets from South West:-Africa, allowing the Soviets to
retain Angola as an asset. Namibia is to be “neutralized”;
South Africa istobe given guarantees it would not be touched.

The New Yalta fix :

These are the parameters that have been set for the Rea-
gan-Gorbachov “regional review.” But Reagan and Gorba-
chov will just be placing the finishing touches on a deal that
has already gone into effect. “The way New Yalta is work-
ing,” William Sullivan, former ambassador to the Philippines
and Iran and now president of the American Assembly, ex-
plained, is through the bilateral discussions officials of the
State Department have had over the last year with their Soviet
counterparts.

Talks have been held twice on the Middle East; on Af-

ghanistan; on the Far East; on southern Africa; and pre- -

summit talks are scheduled on Ibero-America. On the U.S.
side, the negotiators have been Assistant Secretary of State
for the Middle East and Southwest Asia Richard Murphy;
Assistant Secretary of State for Africa Chester Crocker; and
Assistant Secretary of State for Asian and Pacific Affairs Paul
Wolfowitz. :

‘The bilateral talks have functioned as the means by which
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the rules have been set to avoid superpower .confrontation,
under conditions in which both parties are destabilizing tar-
geted nation-states of the underdeveloped sector. In the de-
tails of what New Yalta would actually look like in the “re-
gions,” the truth of this deal emerges in its full starkness:
New Yalta is another nante for Russian imperial domination
of the globe.

The Israeli-Soviet deal :

The first of these bilateral talks took place on Feb. 25 on
the Middle East, between Richard Murphy and Soviet Dep-
uty Foreign Minister Vladimir Polyakov. The date for the
talks, which had been mooted for over two months before,
was rapidly set as soon as Saudi Arabia’s King Fahd came to
Washington in early February, bringing a unified Arab pro-
posal for peace involving.a joint Jordanian-PLO representa-
tion in negotiations.

The State Department, including Murphy, opposed an
affirmative U.S. answer to Fahd’s proposal, which had the
backing of Iraq, Jordan, and Egypt. Murphy has argued that
the United States should recognize that Syria—not Ameri-
ca’s Arab allies—is the power the United Statds must deal
with in the Middl¢ East. He has demanded that the Congress
remove Syria, the command center for Islamic terrorism,
from the American list of terrorist states.

According to the of ficial reports of the Murphy-Polyakov
meeting, the purpose was “to contribute to our own mutual
understanding of those problems” in the Mideast. State De-
partment spokesman Bernard Kalb gave assurances that the
meeting “should not be seen as negotiations and we do not
anticipate any agteements. They are merely an exchange of
views. They do not represent any change in the U.S. position
regarding issues affecting the region.” But, according to dip-
lomatic sources in Vienna observing the meeting, the “ex-
change of views” included an exchange of assets. These
diplomatic sources say that Murphy told Polyakov point-
blank: “If you want Lebanon, take it. We don’t want it.”

In the immediate months afterward, the continuing con-
flict in Lebanon escalated with the Shi’ite Amal militia’s
Syrian-sponsored slaughter of Palestinians in Beirut. The
Israelis withdrew, perhaps under the deal that Syria could
have its Greater Syrian empire encompassing Lebanon, in
exchange for continued Israeli‘occupation of the. Golan

‘Heights. By setting up the Arafat wing of the PLO for slaugh-

ter, the Moscow-State Department partners were attempting
to knock out the only possible Palestinian negotiating partner
for the Middle East—a process nearly brought to completion
in the last weeks with the Israeli raid on PLO headquarters in
Tunisia and the Achille Lauro incident. While the State De-
partment diddled with King Fahd’s proposal, seconded in
early March by EgyptianPresident Hosni Mubarak, Yevgenii
Primakov, head of the Soviet Oriental Institute, the counter-
part of the CSIS for Asia and Africa, denounced the agree-
ment between King Hussein of Jordan and Yasser Arafat and
attacked Arafat personally.
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By August the content of the Polyakov-Murphy deal was
apparent even to the PLO chief, who stated Aug. 1 that the
conveningofaU.S.-U.S.S.R. conference on the Middle East
was a major point raised in the U.S.-Soviet talks. “The im-
mediate objective for the PLO,” Arafat said, “is not be left
out of this New Yalta.” .

On May 30, the State Department announced its condi-
tions for such a conference—which conditions represented
the very contents of the deal now emerging as the conditions
for an Israeli-Soviet rapprochement. For a conference to go
through as Moscow desires, the State Department said, the
Soviets must recognize Israel; the Soviets must end mistreat-
ment of Jewish minority groups inside the Soviet Union and
permit Jewish emigration . . . to Israel’s West Bank; end
officially sanctioned anti-Semitism in the Soviet Union; and
end the supply of arms to Iran and terrorists in Lebanon.

As Sullivan stated in his recent interview, the New Yalta
for the Mideast will depend upon whether “there is an Israeli-
Soviet rapprochement and what is worked out between them.”
Israeli sources indicate that the Soviet-Israeli deal rebounds
back to the United States, as a stepping stone for American
unilateral surrender. Shlomo Avineri, former director gen-
eral of the Israeli foreign ministry, told UPI Oct. 21 that
“Once the Soviets are ready to open up the gates [of emigra-
tion to Israel] again, Israel can certainly see to it that some of
the anti-Soviet propaganda in the United States is dimin-
~ ished.” The upshot of the New Yalta in the Middle East, is
the withdrawal of the United States from the region, and the
emergence of a Greater Israel and Greater Syria under Soviet
sponsorship.

Target Indian subcontinent

In June 18, Murphy sat down in Washington with Oleg
Sokolov, number-two man in the Soviet embassy,-and Yuli
Alekseyev, chief of the Mideast Department of the Soviet
Foreign Affairs Ministry, to “exchange views” on Afghani-
stan. Reportedly, Murphy offered a deal in which the Soviet
Union would be permitted to “Finlandize” Afghanistan, in
exchange for the withdrawal of Soviet troops from the coun-
try. However, there is little to discuss about Afghanistan,
where the Soviets are solidly entrenched and have nothing to
gain by leaving. Afghanistan is critical to future Soviet mil-
itary moves, and the Soviéts have turned their presence in
Afghanistan into a forward base for operations into Iran and
Pakistan and the fulfillment of the Russian dream of a warm-
water port. In addition, Afghanistan is a crucial section in the
Soviet encirclement and containment of China.

The actual subject of discussions was escalation of the
Soviet pressure on and U.S. withdrawal from Pakistan. Since
the June discussions, the Soviet pressure—both militarily
and with insurgencies inside—has mushroomed in Pakistan,
to the point that Soviet Foreign Minister Mikhail Kapitsa
declared last week that “Pakistan is at war with the Soviet
Union.” The Soviets have also increased their supportforthe
separatist movements in Sind, Baluchistan, and the North-

v
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" west Frontier Province against Pakistan. Kapitsa menaced

Pakistan: “The 3 million Afghan refugees in Pakistan are a

_problem for you. They are Pathans. Don’t forget Pushtunis-

tan.”

U.S. sacrifice of Pakistan is the motivation for the new-
found love of India expressed by Henry A. Kissinger at an
Indo-American Chamber of Commerce meeting Oct. 15. It
was Kissinger who in 1971 executed the U.S. “Pakistani tilt”
as part of his China card policy, telling the Indian foreign
minister then that Washington did not mind if India “went
with” the Soviets. But once a disintegrated Pakistan has suc-
cumbed to Soviet pressures, then there is no buffer standing
in the way of total Soviet domination over India. The Rus-
sians made clear, especially in the months before the Oct.
31, 1984 murder of Indira Gandhi, that thgy had become
irritated with India’s stance of independence and non-align-
ment. '

Southern Africa, Far East

The early July talks between Assistant Secretary of State
Chester Crocker and his Soviet counterparts, as the crisis in
the Republic of South Africa was escalating, centered on a
regional package as described by Freedom House’s McColm.
Led by New Yalta hustler Rep. Stephen Solarz, who has
made several solo trips to Moscow, the United States has

_come to recognize the African National Congress, a self-

avowed communist organization directed from Moscow, as
the primary negotiating partner for the South African govern-
ment. This is a formula for, at best, a continuing cycle of
violence in southern Africa.

From Crocker’s point of view, the major objective has
been to quell South African military interventions against
Soviet regional operations, being directed by East Ge
and North Korean cadre. ’

In the first week of September, Assistant Secretary of
State Paul Wolfowitz took off for Moscow to meet with
Soviet Deputy Foreign Minister Mikhail Kapitsa on issues
concerning the Far East. As with the other bilateral discus-
sions, this meeting was arranged as an “exchange of views”
and “official positions.” Wolfowitz, it is said, was going to
bring up U.S. concerns over the Soviet build-up of its Pacific
fleet, the delivery of MiG 23s to North Korea, and the Indo-
china conflict.

But although only “official views” were discussed, Wol-
fowitz informed Japanese and South Korean leaders, with
whom he met afterwards in Tokyo and Seoul, that his talks
with Kapitsa were “confidential.” That is, the State Depart-
ment now gives greater deference to the Soviet Union, than
to its own closest allies. )

On Oct. 31-Nov. 1, Soviet and State Department officials
will meet on issues of mutual concern in Central and South
America.

On Nov. 10, Ronald Reagan and Mikhail Gorbachov will
meet. Will they pen their names to a New Yalta deal for the
destruction of the United States and its allies?
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North Africa: more
chaos yet to come
by Thierry Lalevée

The visit to North Africa of U.S. Deputy Secretary of State
John Whitehead may have achieved many things, but cer-
tainly not clarification of America’s policy toward the region.
True, the diplomatic and political crises, especially between
the United States and Tunisia, and the United States and
Egypt, may have cooled down with less virulent and less
public demonstrations of official anger at Washington. But
this chapter of the crisis is not closed; rather, all decided to
adopt a “wait and see” policy, in particular for more “concrete
indications” from America, according to Tunisian officials.
Whitehead’s visit to Tunisid, the final leg of his three-
nation tour after Italy and Egypt, ended in confusion. White-
head was said to have received in Tunis an even cooler recep-

tion than in Cairo. A day before his arrival, Mahmoud Mestiri

of the foreign ministry announced that there was a “deep
crisis” between Tunis and Washington. Tunisian officials

‘refused to publicly acknowledge Whitehead’s arrival under

the pretext it could “lead to public outrage,” and, at the end,
refused to have a joint communiqué. So Whitehead made a
unilateral statement stressing that Israel’s raid “surprised and
shocked Americans as much as it did Tunisians,” and that the
United States “deplored [it] as much as any act of interna-
tional terrorism.” The State Department in Washington im-
mediately clarified that Whitehead didn’t mean that “the Is-
raeli raid was dn act of terrrorism.”

For public consumption, such a declaration was seen as
an apology to Tunisia for Israel’s raid. Tunisians and others
put on a face of being pleased, especially since the Israeli
foreign ministry appeared angered. But no one is satisfied. It
is so far from Reagan’s previously announced position, and
his famous “never” when asked about a public apology to
Egypt, that Arab leaders could only wonder: Can it be that
what Reagan says can be so easily undermined by a mere
deputy secretary? Or was the statement merely pro forma,
aimed at appeasing them, but reflecting no real policy change?
Considering Whitehead’s career with Goldman Sachs in-
vestment firm and longstanding ties to Kissinger and the
Trilateral Commission, the answer is not easy. If one of
Whitehead’s aims, because of his connections, was to spread
misgivings toward the administration, thén he succeeded.:
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Sent by Shultz, Whitehead aimed at luring his interlocu-
tors into a sense of confidence, away from the reality of State
Department’s official policy. He told reporters in Cairo that
there was a better understanding between the countries—an
outright lie as Whitehead’s associates are busy undermining
President Mubarak’s regime. Henry Precht, the former direc-
tor of the Iran desk of the State Department under Carter and
first secretary in Cairo up to several months ago, recently
praised the Marxist opposition to Mubarak as being “better
economists” than those in the government. Precht is no Marx-
ist, but has advocated opening an official dialogue with the
same parties that have been organizing day after day of anti-
American demonstrations in Cairo. '

“As most observers noted, the demonstrations are not real-
ly anti-American; they are primarily anti-Mubarak! Calling
the game was an Oct. 21 article of the Financial Times, which
commented, “Mubarak may not be up to the job of Presi-
dent,” stressing that Egypt needs a strong man. The Financial
Times made no bones of the fact that this had to be Marshal
Abu Ghazala, the defense minister who has been eyeing
Mubarak’s job since 1981. Indeed, Ghazala, who considers
himself a great strategist and geopolitician, would not be
bothered about the role of Egypt within the Non-Aligned
movement or keeping the country independent—as Mubarak
is. As Precht knows, Ghazala and the Marxist opposition
won’t go together, but a Marxist-sponsored revolt will be the
long-expected pretext for a military coup, against a weakened
Mubarak.

Mubarak’s knowledge of such plots was negatively made
known on Oct. 20 when, instead of attacking Abu Ghazala
for his role in the intercept of the Egyptian plane, he decided
to blame Tunisia. Mubarak was reacting to provocative arti-
cles in the American press gloating over the fact that U.S.
intelligence had known better than Mubarak, because Egypt
was riddled with American agents. Between the lines, the
Washington Post and New York Times were saying that Cairo
is an American colony. ‘

Such articles aimed at pushing Mubarak into a corner and
discrediting him. The choice was either to angrily react and
expel dozens, perhaps hundreds of Americans, inflicting un-
thinkable damage on relations between the two countries; to
deny everything; or to go at the roots—the double game
played by some Americans and some Egyptians. Mubarak
chose not to deny but to make Tunisia the culprit, on the basis
of fabricated information by an old Sadat intelligence net-
work. This was a way of avoiding what will become in
coming weeks a showdown with those who want to over-
throw him.

In late September, a broad alliance between Algeria,
Tunisia, and Egypt was consolidating against Libya. This
has been shattered. Shattered also has been the trust between
the PLO and Jordan, and between the PLO, Tunisia, and
Egypt. Expectedly, Jordan has intensified its negotiations
with its former arch-enemy Syria which, alone, stands un-
blemished from this entire crisis.

1
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Interview: Eduardo Rios Molinar

Panamanians push summit

agamst International Monetary Fund

In his inaugural speech last July 28, Peruvian President Alan
Garcia declared war on the International Monetary Fund
and called for the convening of a summit meeting of Ibero-
American heads of state to be held in the Republic of Panama,
to forge a common front on the debt, to wage war on drugs,
and to achieve continental integration. Panama’s then Pres-
ident, Nicolds Ardito Barletta, rejected Garcia’s call. “Gar-
cia has jumped into a sea of sharks, and now he wants us to
Jjump in after him,” Barletta, a former World Bank official,
told a meeting of Panamanian trade unionists. His anti-
national stance and his push to collect the debt on behalf of
his former emploYyers with the blood, sweat, and tears of the
people of Panama, cost Barletta his job. On Sept. 28 he was
forced to resign the presidency. His successor, Eric Arturo
Delvalle, announced that he was taking up the challenge
posed by Garcia, and would convene a summit meeting early
next year.

One of the organizations that played a key role in con-
vincing the new President to agree to the summit, was Pan-
ama’s Council of Organized Workers (Conato). Our corre-
spondent, Carlos Wesley, who arrived in Panama on Sept.
16, the day Delvalle made the announcement, interviewed
Eduardo Rios Molinar, an ordained minister who heads the
national construction-workers union. Rios is also one of the
coordinators of the Schiller Institute Labor Commission, and
is one of the leaders of Conato who was instrumental in
getting President Delvalle to change the anti-summit policy
established by the former President.

In the interview, Rios recounts the process that led to
Delvalle’s historic call, and talks about the next steps that
will be taken by the Panamanian labor movement to ensure
the success of the proposed summit. T he interview, excerpts
of which we publish below, took place on Sept. 23.

EIR: All the news media here credit Conato with a victory
for having convinced President [Eric] Delvalle to issue the
call for the summit proposed by Peruvian Presndent Alan
Garcia. How did Conato achieve this?

Rios: Well, the process took place over three meetings. We
first took part in a meeting to evaluate the recent events that
had taken place in Panama, and to analyze the bombardment
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against the country from abroad that was, and is, taking place
in the wake of the resignation of former President Barletta.
In that meeting, with the leaders of political parties of the
governing coalition, I told them that there was a need—since
we were now placed on the defensive—for the country to go
on a sustained offensive, and that the only way to keep up
such an offensive, given the circumstances, was to take on
the challenge posed by Alan Garcia’s call for a heads-of-state
meeting in Panama to discuss the problem of the foreign debt,
the new international economic order, and the economic in-
tegration of Latin America. After an intense debate, we pre-
vailed, and our proposal was finally accepted. Later, we went
to a meeting with the President of the Republic himself, and
after listening to a number of issues he wanted to present, we
called him aside and told him of our concerns. We told him
about the need for a summit meeting, and for Panama to keep
on the offensive, that these were two parallel issues, and that,
in our opinion, the best service he could render Panama and
Latin America, and, at the same time make clear to the world
that his was a different government, was to issue the call for
the summit.

He discussed the issue with us for a while. He told us
about some obstacles that could impede the summit, but we
stressed that the basic issue was that in Panama and the world
there prevailed the belief that Barletta had opposed the sum-
mit and that he had brought forth the same objections as an
excuse not to convene it. We told him that he should make
the decision in favor of the summit, and offer Panama as the
venue, and commit the country to make the summit a success.
He finally agreed with our arguments, and then the discussion
turned to the question of the proper forum for him to an-
nounce his decision, since neither he nor we wanted the
declaration to be treated lightly. We decided then that the
best forum would be the regular business meeting of the
directorate of the National Council of Delegates of Conato,
that is, in front of the body that serves as the general assembly
for all the country’s labor leaders. The rest is known. He
made the announcement at the meeting of the Council of
Délegates in the same terms that we had proposed, and ex-
actly as we had agreed.

EIR: Then, we can definitively say that it was the direct
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call for a summit.

influence of Conato that led President Delvalle to issue his
declaration of support for the summit meeting proposed by
Alan Garcia?

Rios: That is correct. That is definitely the case, and Presi-
dent Delvalle himself admits it.

EIR: How have the Panamanian people received Delvalle’s
declaration? '

Rios: Among the workers, generally, the reaction is what
you would expect, great joy. But more than joy, there is the
commitment now to keep working on the second stage: to
ensurd'that a successful summit is held.

In the press, the columnists of almost all of the country’s
newspapers have commented favorably on Delvalle’s call
and have praised his stance. Many, the great majority of
them, credit Conato with what they have now taken to calling
a triumph.

On the other side, there is the reaction of the opposition.
Before, they were pushing for the summit, but, at the same
time, they were saying that Barletta was beholden to the
International Monetary Fund and, because of that, he would
never convene that summit of heads of state. That it was a
pipe dream to believe that such a meeting could take place
under a sold-out President like Barletta. But now that Del-
valle issued the call, they are saying that it is not convenient
to hold the summit, that it is not an auspicious time, that it is
impossible to hold that meeting. They have changed their
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Panama’s new, anti-IMF President Delvalle, meets with the leadership of the CONATO labor confederation and announces his plan to

line. . . . Now, they don’t want the meeting to take place.
Before they were calling for it, but from a negative stand-
point, to use it against Barletta, whom they argued, using the
same arguments we did, was such a sell-out that he lacked
the guts to convene the meeting. But now that Delvalle has
agreedto host the meeting, theyare saying thatit is not proper
to hold the meeting, and they are now attacking Alan Garcia
. . . proving that they never really wanted the meeting to take
place. That has been the role of the opposition, but the people
have now found out their true colors because of their flip-
flops. . . .

EIR: You said before that Conato will have to remain on a
permanent mobilization to ensure that the summit in fact
takes place. What are the steps to be taken during this mobi-
lization?

Rios: First, we are drawing up a list of all the heads of state
of Latin America and the Caribbean. From that starting point,
we are contacting the labor mévements in each of the coun-
tries, encouraging them to put pressure on their Presidents to
take a stance on the summit. Are they for or against? This
will cull the list and we can then concentrate our efforts on
those Presidents that are most reluctant, those who are most
opposed to the idea of the summit because of their cronyism
with the gentlemen of the international banks, or because of
their cronyism with some official of the U.S. State Depart-
ment, which we definitely know is not in agreement with this
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meeting, and which is gomg to attempt to sabotage it up to
the last moment.

‘We also believe that Panama should send a good will .

delegation on tour throughout Latin America, beginning with
Peru, and from there, together with another delegation, a
Peruvian delegation, visit the rest of the countries of Latin
America. Those delegations should include labor leaders . . .
businessmen, government officials, and representatives of
the military. . . . We are proposing that President Delvalle
name such a delegation, and once we achieve thatin Panama,
we want the President of Peru to do the same, and for the two
delegations to link up and tour the continent together as
one. . .. ’ :

We are also calling for the labor movement of each and
every Latin American country to send telegrams, resolutions,
and so forth to pressure the diplomatic missions represented
in their respective nations, so that those embassies can inform
their governments of the support, and even of the pressure,
that exists for the summit throughout the continent.

The other thing we are concerned with is with setting a
definite date for the summit. . . . We believe that it should
be held in January of 1986. .

. Those are the steps we w111 be taking to ensure that
the meetmg takes place.

In addition, we want the nations involved tostart carrymg
out some sort of exchange of information about great eco-
nomic projects. They have to start thinking—at least, that is
how we in the Panamanian labor movement see it—about
great development projects that would facilitate economic
integration. We believe that that is important, because the
integration of Latin America will have to take place through
concrete, great development projects, where the projects
themselves serve as the integrating vehicles. . . .

EIR: Earlier, you said that Panama is the target of “a bom-
‘bardment” against it, of a destabilization campaign. Who is
doing it and why?

Rios: We believe that the [destabilization] campaign is being
carried out by Central American oligarchic circles, together
with groups such as the Nicaraguan Democratic Front (FDN),
ARDE—and they have a lot of supporters in Panama—the
Panamanian opposition forces, and I am not talking about the
members of the opposition as such, but about those who
control the opposition. The U.S. Department of State, we
believe, is also involved in this. And what is their aim? It is
to strike against the obstacle that they now have in Panama,

which is the stance adopted by Gen. Manuel Antonio Noriega
regarding the Central American questlon The campaign is
aimed, almost in its entirety, against General Noriega. In our
view, it has a lot to do with what is happening in Costa Rica,
acountry that, in our opihion, is virtually an occupied nation,
that has been taken over by armed bands from several coun-
tries, including armed bands of Costa Ricans themselves,
who are becoming a threat for our country, which has re-
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mained outside the Central American conflicts. °

What we have, then, is that Noriega has been trying to
speed up the Contadora peace process, for which a deadline
has now been set. The countries involved must sign the pro-
posed peace treaty within 45 days.

So, it became necessary to set off something in Panama,
an insurrection, or sorhething like that, to destabilize it; thus
creating a difficult situation for the front-line state of the
Contadora Group, Panama, and within Panama, for the main-
stay of the government, the National Defense Forces com-
manded by General Noriega. . . . Because, if you have a
convulsion in Panama . . . then the Contadora process gets
stalled. Mainly, it provides an excuse for the two govern-
ments that are reluctant to sign the peace treaty, Honduras
and Costa Rica, two governments that are under the gun of
the armed bands and occupied by American woops. .. .

To carry out an invasion of Nicaragua, the United States
would have to invade three countries. It cannot invade Nic-
aragua alone; it would have to invade Nicaragua, El Salva-
dor, and Costa Rica at the same time. It would not have to
invade Panama because it already has troops stationed here.
But to provide logistical support for a military intervention
once the invasion took place, they would have to employ the
military bases that they have here in Panama. The Torrijos-
Carter treaties forbid that . . . and if the bases are used for
that purpose, then there would be a confrontation between
the American government and the Panamanian government,
especially with the National Defense Forces, which would
take measures to prevent the bases from being used to provide
logistical support for an intervention in Central Ameri-
ca. . .. That is why there is an effort to destabilize the
Panamanian government and its Defense Forces, employing
supposed opposition groups within the country, which are
not a true political opposition, but groups that are working
withing the framework of a plan to bust the Contadora peace
process . . . before the 45 day deadline for the signing of the
treaty isup. . .

EIR: Any other observations for the readers of EIR in the
United States and throughout the world?

Rios: We are at a time when we need solidarity, support,
and understanding. We ask people to come to Panama to see

* our true situation for themselves. We have taken on this

struggle, and we are not going to abandon it. We believe that
we are going to win it, because it is not only 4 struggle for
Panama, but for Latin America and for the world. I believe
that we are in a transition stage. A stage in which, forthe first
time in many years, the people of our nations, jointly, are
standing up against those policies—successfully, and em-
ploying the right methods—that have kept us in a state of
constant uncertainty. But I believe that within five years or
50, this tempest will be over and there will be a new world
e€onomic order that would allow us to co-exist in peace, just
as is written in the first chapter of the Book of Genesis.
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Behind the Laxalt mission to Manila

by Allen Douglas

On October 14-18, Sen. Paul Laxalt was sent to Manila to
deliver what was characterized as a “blunt message” to Pres-
ident Ferdinand Marcos of the Philippines that he must im-
mediately institute specified reforms. Implied inthe message
was that, otherwise, the Philippine President would face a
withdrawal of support from Washington, and, more impor-
tantly, from President Reagan. The Laxalt mission was the
culmination of an operation against the Philippines directed
* by the State Department, and which now involves most ele-
ments of the U.S. intelligence community. From Manila, it
appears as if the United States has declared war on its ally.
The process leading up to the Laxalt mission began in
May of this year, when William Casey, director of the Central
Intelligence Agency, paid a four-day visit to Manila. Thefact
that it was Casey who undertook the mission was not acci-
dental. A key swing factor in U.S. policy toward the Philip-
pinhes was the Office of the Director of the CIA, the office
occupied by Casey. His Manila trip was a result of his deci-
sion to take up the State Department demand for “reforms,”
including the holding of immediate, “new, fair elections,”
although national elections are not mandated by the Philip-
pine Constitution until 1987. President Marcos “artfully

dodged” Casey’s demands, according to the disappointed

comments of William Sullivan, the former U.S. ambassador
to the Philippines, and to Iran, who acted as a principal figure
in the overthrow of the Shah, and is now active in the Phil-
ippines destabilization.

The reforms center upon three themes: the holding of
immediate elections, a reform of the military, cleaning out
~ of alleged “old cronies” in high positions in the military, and
the permanent removal of former chief of staff of the armed
forces Fabian Ver from his post. Ver is now on trial for his
alleged complicity in the murder of opposition leader Benig-
no Aquino. ‘ '

Finally, theUnited States has been demanding that Mat=
cos adhere 100% to the austerity conditionalities of the Inter-
national Monetary Fund, which condjtionalities are the single
most destabilizing factor in the crisis.

President Marcos has made repeatedly clear, that while
his government is dedicated to fighting the insurgency and
solving the economic crisis, he is not willing to carry out
“reforms” that will destroy the country. Marcos’s refusal to
remove himself from power forced a “reassessment” of the
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“stability” of the Marcos government and the Philippines, at
the CIA, the Defense Intelligence Agency (DIA), and the
National Security Council. The State Department line that
Marcos must be removed to guarantee stability emerged as
the consensus.

The ‘reassessment’ goes into motion

A newly appointed director for the CIA’s East Asian
division wrote the “reassessment.” Its verdict was delivered
by former CIA London station chief Cord Meyer in a “signal
piece” in the New York Post in mid-July. Entitled “Big Trou-
ble Looms in the Philippines,” Meyer established two critical .
themes: first, that “the Reagan administration must face the
real possibility that before its second term is over, a Marxist
regime may have taken over in the Philippines and given the
Soviets access to the strategic air and naval bases now occu-
pied by the U.S.”; and second, that although all pressure
must be kept “on Marcos to make the necessary military,
political and economic reforms while there is still time.” The
key to these reforms is his pér‘sonal relationship with Presi-
dent Reagan, which must be severed. “Since Marcos dis-
counts advice from most American officials on the ground
that he enjoys ‘a special relationship’ with President Reagan,
it is essential that Reagan be directly and personally involved
in this effort,” Meyer wrote.

WUnder the aegis of the Special Crisis Planning Group of
the National Security Council, representatives of the Penta-
gon, the DIA, the CIA, and the State Department, gathered
to plan the implementation of the measures indicated in the
Cord Meyer piece.

'Fortunately, Meyerand his cronies were not the only ones
considering U.S. policy toward the Philippines. On Aug. 16,
almost simultaneous with the NSC-sponsored meeting, the
EIR lobb¢d a bombshell into the policy discussions, a 13-
page feature, “Shultz Torpedoes American Defense in the
Philippines.” Echoed on the front pages of the Philippines’
press within a week, EIR charged that the “on-the-ground
operations for the overthrow of Marcos are being directed out
of the U.S. embassy in Manila under Ambassador Stephen
Bosworth.” )

According to U.S. intelligence sources, that EIR piece
forced a reevaluation of the “stability of the Marcos govern-
ment,” in both the United States and the Philippines. It was
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published just as a poll issued by the Philippine opposition
itself showed that if elections were held today, Marcos would
win convincingly, with 56% of the vote. Then, one of the
most important critics of the Marcos regime, Cardinal Jaime

Sin, officiated at a birthday mass for President Marcos, in- -

dicating his interest “dialogue” and “reconciliation.”

The original intent of the press hysteria opened by the
Meyer piece, was to so isolate President Marcos that he
would be forced to step down for a “junta” or designated
successor amenable to the destabilizers. The media barrage
was to include a CBS “Sixty Minutes” interview with Mar-
cos, an arrangement set up by CIA chief Casey with his old
OSS.buddy, CBS President William Paley.

Casey at the bat
- The EIR exposé of the U.S. embassy’s coordination of

the opposition and the evident disarray in the opposition

itself, gave Marcos crucial breathing room to tighten his
administration and the military. The siege from Washington
abated, but did not end.

Though not himself of the Eastern Establishment and its
“Bankers’ CIA,” William Casey is “the man of consensus.”
According to sources, his attitude toward the Philippines was
shaped by a deal cut with the “Bankers’ CIA” who themselves
are the proporients of the New Yalta deal with the Soviet
Union, under which Asia, including the Philippines, is to fall
under Soviet hegemony. In retum for “favors” from the New
Yalta crowd and the Israeli Mossad (whom Casey reportedly
highly respects), Casey agreed to Marcos’s removal. .

The only dissenter in the August NSC Crisis Group meet-
ing was Secretary of Defense Caspar Weinberger. Weinber-
ger argued that the threat to withdraw U.S. bases, one of the
bludgeons the bankers’ boys were demanding be used against
Marcos, was an idle one. All strategic thinkers know, he
argued, thatthe location of the bases at Clark Field and Subic
Bay, combined with the highly skilled Filipino work force,
make the bases irreplaceable.

Weinberger’s arguments went unheeded. In September
Secretary of State George Shultz visited Australia, allegedly
to line up agreements for U.S. base rights there. To think the
United States would get base rights from the left-wing dom-
inated Labour Party now ruling Australia, and which is now
endorsing Soviet-backed Nuclear Free Zones in the area, is a
Jjoke. The other touted option of the Woodlands Naval Base
in Singapore, offered by Singapore’s President Lee Kwan

Yew to President Reagan in Washington in early October, is

equally inadequate, both by reason of location as well as the
commercial terms under which Lee offered it.

" Casey and Co. proceeded with an hysterical media charge
against Marcos, beginning late September, and continuing
through Sen. Paul Laxalt’s trip. The central theme of the
propaganda was what Meyer had noted in mid-July: break
the personal relationship between the two Presidents, Reagan
and Marcos. Articles were placed in the Washington Times,
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which Reagan reads, to convey a picture of uncontrolled
violence in the Philippines, to convince Reagan he personally
had to pressure the Philippines president.

U.S. Ambassador Stephen Bosworth had wanted to de-
liver an ultimatum from Reagan to Marcos himself, but Lax-
alt, a close friend of the President, was designated, although
Bosworth managed to'insert himself into the meeting. Ac-
cording to sources familiar with the President’s thinking, the
letter had the following elements: 1) it was directly from the

‘White House; 2) it was an attempt to deflate congressional

destabilizers like Rep. Steven Solarz; and 3) the letter repre-
sented an attempt by the President to quell the momentum
built up by the Bankers’ CIA.

But, in the meeting, Marcos put before Laxalt the reality
of the situation in the Philippines, as he also did in an inter-
view with ABC’s “Nightline” on Oct. 18. According to the
New York Times Oct. 19, Marcos had “rejected” Reagan’s
“demands.” Marcos denied this, as did Laxalt. “The thrust
of the [Times’] story is inaccurate,” said Laxalt. “All of the -
reports of Marcos as a doddering old man were wholly con-
tradicted by my observation of him” during their four-hour
meeting.

The Times, disregarding Laxalt, came back on Oct 20
with an editorial calling for a coup. Complaining that the
Reagan letter fell on “deaf ears,” the Times threatened that if

" Marcos refuses to listen, “many demoralized officers in Ma-

nila may have keener ears.”

The reports and “evaluations” the CIA, DIA, and NSC
are preparing on the Philippines are coming from the New
People’s Army itself. According to Washington sources, U.S.
intelligence operatives, under Agency for International De-
velopment (AID) or Peace Corps cover, are going into the
Philippine islands, not through- Manila, but through areas
dominated by the NPA. The “intelligence evaluations” are
interviews with NPA members and leaders. One of the op-
eratives recently on such a mission was Princeton University
professor and Khomeini apologist, Richard Falk.

There are also indications that, under cover of the AID,
money is being poured into local political operations as a
direct counter to President Marcos’s party, the KBL, and
local organizations created through Mrs. Marcos’s Ministry
of Human Settlements. This coheres with the designs of the
State Department. As Cord Meyer explained in a recent in-
terview, he wants elections in 1986, elections the State De-
partment is trying to rig.

As the Canadian-based Philippine oppositionist and lead-
er of the terrorist-supporting August 21st Movement, Ted
Alcuitas, put it, in a recent discussion, “The U.S. must stop
supporting Marcos. As long as it does, there will be no
peaceful change. I was in the U.S. for two weeks. . . . In
three to five years there will be a revolution on our hands.
Very few people in the U.S. understand the situation. The
head of the Philippines Desk—[John] Maisto—he under-
stands, and his views are the same as mine.”
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Documentation

‘Full court press’
against Marcos

The following selections document the propaganda cam-
paign to portray the “inevitable” overthrow of President
Ferdinand Marcos. The theme—that “Mdrcos.is the best ally
the guerrillas have” —is aimed to produce the “consensus”
thatthe United States must push Marcos out in order to avoid
a complete takeover of the Philippines by the Soviet-backed
New People’s Army.

Mid-July: “Big. Trouble Looms in the Philippines,” Cord
Meyer, New York Post. After noting that “State Department
and Pentagon officers almost despair of being able to con-
vince Marcos of the size and immediacy of the threat posed
by the Marxist guerrillas of the New People’s Army,” Meyer
calls for breaking the personal ties between Reagan and Mar-
cos: “Since Marcos discounts advice from most American
‘officials on the ground that he enjoys a ‘special relationship’
with President Reagan, it is essential that Reagan be directly
and personally involved in this effort [emphasis added].

Late July: “CIA Prognosis: Gloom in the Philippines,” Lon-
don Economist. “The Communists say they will start urban
guerrilla warfare in Manila next year and bring the army to a
stalemate by 1987. . . . But, however wearisome the country
may be, it won’t go away. Now pro-American Filipinos
believe the United States can and should help to replace Mr.
Marcos with a better man.’

.Aug. 1: “The Hidden Hand: A M111tary Reform Movement
Takes Hold,” Rodney Tasker, Far Eastern Economic Re-
view. Tasker pushes the “clean young reformers” in the mil-
itary, noting that“The U.S. Embassy, among other interested
foreign observers, is known to regard it as a highly significant
development.” Claiming that the coup plotters are them-
selves worried about a coup, FEER says that the reformists
“would try to match any potential coup force’s strength, to
which end they have reportedly even begun to try to set up a
network of paramilitary units as well as one of loyalist mili-
tary regulars.” FEER quotes the “reformers” approvingly: ”
"We are the only ones standing between the republic and the
insurgents,’ one reformist officer said in an interview, add-
ing: ‘If we fall, it’s easy pickings.’”

Aug. 16: EIR opens counterattack with cover story, “Shultz
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Torpedos American Defense in the Philipf)ines.” “The on-
the-ground operations for the overthrow of President Marcos
are being directed out of the U.S. Embassy in Manila under
Ambassador Stephen Bosworth, who was trained by Henry

“Kissinger’s National Security Council. The timing for the

final move against Marcos is projected in 8 to 9 months, or
will be timed with Marcos’s promised reinstatement of Chief
of Staff of the Philippine Armed Forces Fabian Ver, upon his
expected acquittal on charges of complicity in the assassina-
tion of Benigno Aquino.”

Aug. 17: “The Philippines Could Be Lost To the Commu-
nists,” The News & Courier/The Evening Post, Charleston,
S.C. “Senior administration officials say the communists can

. be beaten, but they do not try to hide the threat. They are

frustrated with the regime of President Ferdinand Marcos,

~ whose 20-year reign has become increasingly repressive and

who resists reforms Washington urges on him.”

Aug. 25: Philippines Sunday Express, Teodoro F. Valencia:
“The Executive Intelligence Review, a Washington, D.C.,
weekly, says that the U.S. State Department had been trying
to destabilize the Philippine government even before the Au-
gust 21, 1983 assassination of ex-Senator Benigno Aquino.”
Throughout the second half of August and September, the
Philippines press continues the coverage.

Sept. 9: “Is the U.S. Out to Overthrow Marcos?” Business
Day, Marites Danguilan Vitug.

Sept. 20: “Bosworth Denies U.S. Has Coup Plans,” Business
Day, quoting Ambassador Bosworth as saying: “I assert cat-
egorically that there is no such plan. The report is replete
with factual inaccuracies.”

Oct. 17: Christian Science Monitor quotes Lee H. Hamilton,
ranking Democrat on the House Foreign Affairs Committee
and chairman of the Select Committee on Intelligence: “It’s
time for some tough thinking about the Philippines. . . . The

. communist insurgency is the most serious threat to U.S.

interests in the Pacific. Marcos is that insurgency’s greatest

asset. Communist guerrillas now operate freely in one-third

of the country.”

Oct. 20: “What Can Make Marcos Listen?” New Y ork Times
editorial: “Corruption, incompetence, and brutality were
playing into the hands of a communist insurgency.” The
Times threatens that if Marcos does not listen, “The many
demoralized officers in Manila may have keener ears.”

Oct. 7, 14, and 23: Articles appeared in the Washington
Times presenting a picture of destabilization and uncontrolled
violence in the Philippines, with headlinés such as “U.S.
Would Consider a Philippine Pullout”; “Murder and Mayhem
Make the Philippines Wild West of the East”; “Filipino Jour-
nalists Risk Deadly Reprisals”; “Civil Strife Spreads in Phil-
ippines.”
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Namibia: A multi-racial experiment
under attack by Soviet-run terrorists

The following profile of the politics and history of Southwest
Africa, on its way to becoming the independent nation of
Namibia, was contributed to EIR by a Namibian source. Our
-source paints a picture contrasting sharply with the conven-
tional portrait of this South African protectorate, that of an
oppressed colony whose black majority is engaged in bitter
racial struggle with a white minority and white South African
administrators.

Two points stand out: First, approximately one decade
ago, the majority of Namibians, black and white, ceased
viewing Namibian independence as a racial issue, and inte-
grated themselves into a process of reform that has made
meaningful progress. Second, the organization which has
received U.N. recognition as the “sole representative of the
Namibian people,” the- Southwest African Peoples Organi-
zation (SWAPQ), is proven to be a Soviet-controlled asset
for destabilization of the independence process, an entity
whose support accordingly collapsed approximately a decade
ago. Its Soviet masters, since that point, have been using it
solely as an instrument of terror in an attempt to return the
independence drive to the status of a bloody racial conflict.

We add to our source’s observations, on this account,
that SWAPO members, like members of South Africa’s
Communist Party-controlled African National Congress, have
been reported by Western intelligence sources to be receiving
guerrilla- training in East Germany—a fact which corre-

- sponds to the recent exposure of East German agents inside .

Namibia, posing as German-descended Southwest Africans,
and attempting to whip up whites for racial violence against
.blacks. The object of Soviet policy, with SWAPQ its instru-
ment, is the racial polarization of the entire region.

Namibia: physical-geographical characteristics

Namibia is located in the southwestern part of the south-
em cone of Africa, below Angola and Zambia, with Bot-
swana on the East, and South Africa to the immediate south.
The Atlantic Ocean is on the West.

Namibia has an area of 823,144 square kilometers (com-
parable to a state such as California), or three times the size
of West Germany. About two-thirds of the population is
directly dependent on agriculture, including agricultural-re-
lated services. Most of this category depend on subsistence
farming. There are about 5,000 large-scale ranches, ranging

S0 International

from 4,000 hectares, to as much as 15,000 hectares in the
south where it is dryer. Sixty percent of the livestock-are
cattle, the rest sheep and goats, all of which are pn'marily ‘
range-fed.

Water, or lack of it, is a key factor in the economy.
Rainfall ranges from 600 millimeters (ca. 24 in.) per year in
the North, to 50 millimeters (less than 2 in.) per year in the
southwestern area.

Namibia has abundant mineral wealth, and mining is the
primary eamer of foreign exchange. There are substantial
deposits of copper, lead, zinc, tin, diamonds, uranium, and
salt which are presently being exploited. In addition, there is
extensive prospecting, and promising prospects for coal, iron
ore, gas, and even gold. v

The manufacturing sector is very small, limited primarily
to light industry, with very few exports.

The water infrastructure is being expanded at great ex- -
pense, with canals bringing water from the North to the
South. There is great potential for further expandmg this
network.

Fishing off Namibia in the Atlantic could have been the
most important source of protein, while providing employ-
ment and foreign exchange. However, Russian factoryships
depleted almost to the point of extinction the plentiful schools
of fish in the currents off Namibia, taking advantage of the
internationally unresolved status of the area.

Population : ' ‘-

Namibia has a total population of only 1.2 million, made
up of 11 distinct ethnic groups. There are only 1.4 people per
square kilometer. About 10% of the Namibian population is
white. Sixty percent of the entire population is concentrated
in the extreme northern part of the country, where there is an
abundance of water. Agriculture and mining are the primary
employment. Extensive, labor-intensive agriculture projects
are being developed in the North. However, were a substan-
tial industrial sector developed in Namibia, these agricultural
projects could be easily mechanized, freeing the population
for more productive industrial employment.

Political history

The New Yalta combination of the Soviets and Western
oligarchic financier interests have combined their efforts to
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maintain control over Namibia. Had this not been the case,
the level of economic and industrial growth in Namibia,
given its enormous potential, would have been much more
advanced by now.

In 1884, Namibia was made the German colony of Deutsch
Siidwestafrika. In the treaty of 1884, Britain retained the’
enclave of Walvis Bay, the only natural port of Namibia.

In 1915, during the First World War, the colony was lost
to the British Crown. After the war, the League of Nations
gave the mandate over South West Africa to Britain, with the
proviso that the country be developedtowards independence.
Britain, in turn, passed the responsibility for South West
Africa over to the British-run Union of South Africa.

In 1945, the League of Nations ceased to exist, and the
British wanted to make South West Africa the fifth province
of the Union of South Africa. Internal opposition in Namibia
thwarted this attempt. :

Already by the mid-1950s, Namibians were petitioning
the United Nations to be relieved from the administration of
the Union of South Africa. In 1959, the South West Africa
National Union (SWANU) was formed, the first black polit-
ical miovement, not primarily based on ethnic lines.

In late 1959, the Ovamboland People’s Congress was
founded in Cape Town, South Africa, by members of the
South African Communist Party and a handful of people from
the Ovambo ethnic group from northern Namibia. The OPC
a few weeks later changed its name to the Ovamboland Peo-
ple’s Organization, and became active in Namibia. In April
of 1960, the OPO changed its name to South West Africa
People’s Organization (SWAPO), because the name Ovam-
boland People’s Organization (OPO) would have drawn too
much attention to the ethnic base of the organization. The
Ovambo group is the single largest of the 11 ethnic groups in
Namibia, accounting for half of the total population.
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In December 1959, the first political unrest in Namibia
claimed a number of black lives. In early 1960, about 900
people, mainly of the Ovambo group, left the country. Among
them were Sam Nujoma, the president of SWAPO, and other
current leaders.

At this time, the decolonization of Africa was in full
swing, and SWAPO, along with SWANU, was given rec-
ognition by most of the emerging independent black African
nations. By 1962, the SWAPO leadership came to the con-
clusion that “political and military efforts in persuit of na-
tional liberation were not contradictory, but rather comple-
mentary and should be pursued concurrently.” Russia, Com-
munist China, Algeria, and Tanzania were the first to aid
SWAPO in its military efforts to oppose the South African
presence in Namibia. The first armed clash between SWAPO
and the South African authorities took place on Aug. 26,
1966, at Ongulumbashe in Ovamboland, 25 kilometers from
Angola.

By 1967, SWANU hadbeen effectively cutout by SWA-
PO, and SWAPO was the only Namibian political organiza-
tion which got foreign recognition. The difference between
the two at that time was that SWANU did not favor violence
as a means to achieve independence.

In 1970, the United Nations General Assembly passed
resolution 276/1970, declaring the presence of South Africa
in Namibia illegal. In 1971, the World Court in The Hague,
with a split decision, endorsed the UNGA resolution. In
1972, the majority of the black political leaders in Namibia,
including SWAPO, had formed the South West Africa Na-
tional Convention for purposes of having a united body to
discuss the independence of Namibia with United Nations
Secretary General Kurt Waldheim, who visited Namibia that
year. In 1973, however, the UNGA resolution 3111/1973
declared only SWAPO the authentic representative of the
peoples of Namibia.

In 1974, for the first time in the history of Namibia, a
round-table meeting, open to all political parties and interest
groups, was called. This was later known as the Turnhalle
Conference. This was a crucial turning point, since it turned
the palitical dynamic iri the country away from black versus
white confrontation, toward working out a common political
strategy for acquiring independence.

While these developments were ongoing, the unstable
political situation in Angola, following the April 12, 1974
coup in Portugal, became worse as the Portuguese announced
that they were going to give independence to Angola, and set
up the unstable transitional government of three competing
liberation factions. The Soviets and Cubans ultimately backed
the MPLA group, which took power on Nov. 11, 1975.

It was during this unstable period beginning in 1974, that
SWAPO was able to establish operational bases in southern
Angola, from which they conducted armed incursions into
Namibia. The result was a massive onslaught against the
Ovambo population by SWAPO, murdering, maiming, and
abducting citizens. The intimidation against the population
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was extended into the neighboring Kawango area and the
northern parts of the so-called white area. Infants and the
elderly wete the targets on white farms. The popuiation was
plagued by acts of sabotage against infrastructure vital for
progress and stability. Power lines, roads, and water carriers
as well as communication lines were destroyed at regular
intervals. '

When the South African government agreed to a one-
man-one-vote election according to U.N. Resolution 435 in
1978, the population saw positive signs of achieving peace.
While several political parties and groupings organized for
the election, SWAPO not only increased its intimidation

against the population, but actively campaigned for a boy-

cott.

In accordance with the stipulations of Resolution 435,
the South African government appointed an administrator-
general, while the special representative of the secretary-
general of the U.N. visited Windhoek to prepare his head-
quarters for the coming elections. The U.N. envoy, however,
stayed for only three weeks. The administrator-general passed
legislation to dismantle discriminatory laws in Namibia and
created the machinery to hold elections. More than 300 jour-

_nalists and observers from all parts of the world witnessed
the free and fair elections in December 1978. Eighty-one
percent of the total electorate voted; 86% of the Ovambo
ethnic group voted, disregarding SWAPO’s threats and calls
for a boycott.

The Democratic Turnhalle Alliance (DTA), a grouping
of 11 ethnically based political parties, won the elections
with a clear majority, and formed a government which was
controlled by South Africa. The population’s'expectations
for peace, however, were not met as SWAPO would not cease
‘the violent incursions into Ovamboland. It was clear, how-
ever, thatthe population realized that South A fricahad honest
intentions to lead Namibia toward independence.

An independent government service was set up. Remain-
ing discriminatory practices were eradicated and SWAPO’s
popularity in the country decreased rapidly. Due to its lack
of support, SWAPO’s orgamzatlonal structure collapsed in
1979 and has not been reinstituted.

The 1978 elections did not ens/ure any international rec-
ognition for the Namibian government. This led to conflicts
between the DTA and South Africa, resulting in the resigna-
tion of the intermediate government at the beginning of 1983.
When South Africa tabled new plans for an intermediate
government, the so-called State Council, another conference
of Namibian political parties, started at the end of 1983. The
emerging Multi-Party Conference, MPC, included the right-
wing all-white Nationalist Party as well as the left-radical
SWANU and SWAPO-D..

The MPC made it clear to South Africa that they would
seek a negotiated solution to the problem of Namibia. The
South African government agreed that the MPC should table
concrete suggestions, which the latter did in April 1984.

President Kaunda of Zambia agreed to host and chair a
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conference of reconciliation with SWAPO and the MPC in
Lusaka, Zambia in May 1984. After initial sessions, how-
ever, SWAPO, on advice of the Soviet ambassador in Lu-
saka, left the conference, terminating all negotiations.

SWAPO “promised” the Namibian population that the

“war will be waged for another 90 years.’

The MPC agreed on the.formation of a transitional gov-
ernment for Namibia, which was inaugurated on June 17,
1985. More than 25,000 people attended the celebrations,
and their hopes were high again. The. MPC set up a cabinet
with legislative and executive powers, while the South Afri-
can administrator-general in Namibia had no politically sig-

- nificant role to play any longer, except to sign legislation

passed by the Transitional Government of National Unity. .
Although the MPC was not elected to power, this body rep-
resents the broadest possible spectrum of the population.

The indications that Namibia is on an evolutionary road
toward independence from South Africa are increasing. A
Constitutional Council was appointed by the MPC to draw
up a constitution which will have to be approved by the
population.

South Africa will not accept the United Nations as a
supervisor of universal elections in Namibia, for one simple
and very good reason: The U.N. refuses to acknowledge the
legitimacy of any political parties except the Soviet terrorist
asset, SWAPO.

In spite of SWAPO'’s terrorist activities, its. political ac-
tivities are not banned inside Namibia. This tends to prove
that the transitional government is serious in its intentions to
allow SWAPO participation in the political process, should
it choose. The invitation to SWAPO to become part of the
negotiating process still stands. But instead, SWAPO has
vowed to escalate the war until it has usurped power in Na-
mibia. In this connection, note that SWAPO permits no sym-
pathetic political party a parallel status in a prospective alli-
ance to represent the population. Parties who desire to join
forces with SWAPO have to disband and become part of
SWAPO.

Although SWAPO enjoys httle support among the pop-
ulation any longer, its activities are extremely dangerous for
Namibia’s future. As part of the process leading toward in-
dependence, for example, the Southwest African Police and
Southwest African Territorial Forces, once virtually all white,
are now becoming increasingly Namibian—at present, 65%.
As SWAPO'’s terrorism has escalated, these Namibian secu-
rity forces have had to be increased in number and increas-
ingly well armed. Therefore, any sudden withdrawal of South
African troops could plunge the nation into a bloody civil
war. ' .

The Namibian people are more desperate than ever to
achiéve a peaceful solution, regardless of international sup-
port for SWAPO. The Namibians are motivated to defy ex-
ternal forces and influences and to support an independent
government based on democratic principles. Whether they
will be permitted this, is the only questlon
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Southeast Asia

Sovieté seek control
of Indian Ocean

by Sophie Tanapura

Regional authorities in security matters are extremely con-
cemed about Soviet efforts in the recent period to strengthen
their presence in the Andaman Sea, following their access to
the Vietnamese port at Cam Ranh Bay, which has already
increased their leverage vis-a-vis the U.S. fleet in the Pacific.
A better control of the Andaman Sea would-enhance their
ability to police the Indian Ocean and keep the U.S. Sixth
Fleet in constant check. To achieve this strategic objective,
the Soviets have moved decisively in three areas during the
past ‘year: 1) Thailand, 2) Burma, and 3) Andaman Islands.
Soviet moves in Thailand have been watched very care-
fully by the authorities. A top-level Soviet delegation led by

Salimov Akil Oumourzavitch, vice-president of the Supreme

Soviet’s Presidium, arrived in Thailand on Oct. 21. The
delegation visited the Thai Parliament and urged Parliament
President Dr. Ukris Mongkholnawin to form a Thai-Soviet
friendship association. Dr. Ukris, who had just visited the
Soviet Union last July, told the Soviet delegation that the
time was not yet ripe.

- This Soviet tour was preceded by the unpublicized Sep-
tember visit of a three-man delegation led by Leonid Stepa-
novitch Svechnikov, president of the Moscow-based Soviet-
Thai Friendship Association, who is also a deputy minister
in charge of civilian aviation.

On the eve of the visit, National Security Council (NSC)
Secretary-General Squadron-Leader Pr%song Soonsiri in an
interview to the Bangkok Post strongly warned against the
Soviet moves. Russians in Thailand, he said, even when they
pose as businessmen, are mainly engaged in gathering intel-
ligence, spreading propaganda, and disseminating disinfor-
mation. .Soviet support of the Vietnamese invasion and oc-

.cupation of Kampuchea threatens Thailand’s security. Soviet
artillery and ammunition fired by the Vietnamese in Kam-
puchea have killed Thai soldiers and villagers. Increased
Soviet presence at Cam Ranh Bay only underlines their plans
to expand their power and influence in Laos and Kampuchea.
Setting up a Thai-Soviet Friendship Association would only
encourage Soviet subversion of Thais, the national security
chief stated. ' :

. Inamove to upstage the United States, whose image has
been tainted by the protectionist Jenkins bill against Asian
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textiles, the Soviet delegation, which includes Soviet Com-
merce Minister Vashenko Grigorii Ivanovitch, will be visit-
ing garment factories during their week-long stay in Thai-
land. Moscow is suddenly “very interested” in “trying to
help” Thailand by buying more Thai garments and knitwear.

Between 1981 and the first half of 1985, the U.S.S.R.
imported more than 800,000 tons of raw sugar from Thai-
land, about 500,000 tons of rice, more than 300,000 tons of
tapioca flour, about 609,000 tons of tapioca pellets, and 1
million tons of maize. In 1984 alone, according to Mikhailov,
Soviet imports of Thai tapioca flour and Thai maize repre-
sented 14% and 15% of Thai exports of those products,
respectively. Soviet exports to Thailand during the first half
of 1985 include more than 50,000 tons of fertilizer, 7,000
tons of newsprint, $700,000 worth of chemicals, and $600,000
worth of machinery. Exports to the U.S.S.R. reached $56
million in the first half of this year, while imports reached $9
million.

‘Higher education’ - v
Soviet officials recruiting Thai students for studies in
unspecified higher-education institutions in the Soviet Union,
without going through government channels, are making Thai
security authorities nervous. Some 200 Thais have received
Soviet goverment scholarships since 1982. Soviet embassy
officials have, during the past two years, traveled throughout
the northeastern provinces in search of potential Thai stu-
dents with “grass-roots” sentiment, and apparently even run
arecruiting center in Nakhon Phanom. Until last year, a total
of 45 students left for the Soviet Union. This August alone,
53 students were sent to the Soviet Union for a full six-year
undergraduate program, which includes one to two years of
language training. In total, 73 Thais have received Soviet
scholarships this year. Soviet ambassador to Thailand, Val-
entin Petrovitch Kassatkine, was recently told by the Thai
foreign ministry to stop such recruitment practices, and that
proper government channels have to be used from now on.

The Soviets are not only targeting Thailand but also Bur-
ma. An informed source reported that the Soviets have con-
tacted the governor of Chiengmai—the principal city in the
north of Thailand not far from the Burmese border—propos-
ing that Chiengmai become the twin city of Leningrad. Ac-
cess to the northern part of Burma is easier via the Chiengmai
airport. The source adds that Chiengmai is also seen as.a
potential back door to China for the Soviets. Another source
attests that over this past year, the Soviets have also been
training top- and medium-level military cadre of the Burmese
armed forces in the U.S.S.R.

Finally, Soviet moves have increased quite notably in the
Andaman Sea. A well-informed source told EIR that Libyan
arms and funds are being channeled to one of the Andaman
Islands off the coast of Burma. In the Gulf of Bengal, the
Andaman Islands and the Nicobar Islands form an archipel-
ago belonging to India. The geographic position of these
islands is highly strategic.
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Andean Report by Valerie Rush

Narco?terrorists push Colombian chaos

They are trying to set up Colombia’ s Betancur for a military
backlash against his peace program.

The Gnostic-cult guerrilla forces of
the April 19 Movement (M-19) have
joined with the self-confessed Nazi
cocaine trafficker, Carlos Lehder, ina
series of terrorist assaults against mil-
itary personnel and installations across
Colombia. The latest guerrilla action
was an assassination attempt against
Colombian Armed Forces Command-
er Gen. Rafael Samudio Molina.

The intention is to drive the har-
ried patriotic majority of the armed
forces into alliance with a tiny Gnostic
faction of the military working in col-
laboration with the narco-terrorists to
destabilize the Betancur government
and destroy his determined efforts to
pacify violence-torn rural regions.

The attack on General Molina,

_ sources say, was in fact a kidnap at-
tempt, whereby the guerrillas hoped
‘to trap President Betancur into nego-
tiations for the general’s release. The
guerrillas hoped to ensnare Betancur
now into a granting of amnest to the
country’s drug mafia that former Pres-
ident Lépez Michelsen was unable to
pull off last year. The added element,
of course, would be an enraged mili-
tary ready to be driven to extremes by
pro-coup elements in its midst.

Thus the statements of General
Molina, upon leaving the hospital,
served as an important balm for
aroused military tempers. He said,
“We are going to analyze this chal-
lenge from the M-19. . . . The anal-
ysis must be calm, because we are a
public force. We are not a group of
common criminals. We are a profes-
sional army. . . .”

‘The attempted kidnap/murder of

General Molina Oct. 23 was but the
latest outrage committed by the well-
armed narco-guerrillas. Only days
earlier, acombined 100-man guerrilla
commando made up of the M-19, the
Ricardo Franco Front, and the Quintin
Lame Brigade launched a rocket at-
tack on the army barracks of the city
of Armenia.

The newly formed Quintin Lame
Brigade is the terrorist arm of fugitive
cocaine king Carlos Lehder. Armen-
ia, the capital city of Quindio prov-
ince, is Lehder’s hometown and the
center of operations for his above-
ground political front, the Latin Civic
Movement.

The Armenia attack, which scan-
dalized the country for its brazenness,
itself followed on the heels of an ear-
lier 300-man combined guerrilla as-
sault on the southwestemn city of Mi-
randa, which terrorized its 15,000 in-
habitants for hours. Bloody ambushes
of both military and police patrols have
become regular occurrences in many
parts of the country, and at least four
soldiers are currently held captive by
the M-19. Rubbing salt in the militar-
y’s wounds, the M-19 is requesting
that negotiations for the soldiers’ re-
lease include someone from the de-
fense ministry. Gen. Vega Uribe re-
sponded bluntly, “We don’t negotiate
with criminals!”

The situation has become suffi-
ciently volatile that two former de-
fense ministers, both fired for insu-
bordination to their Presidents, were
able to hold a highly publicized round-
table discussion in which they de-

disorder in the country, and virtually

. called fora coup.

14

nounced “the politicians” for creating

Gen. Fernando Landazébal, who
was forcibly retired by Betancur for
opposing his peace initiatives, fu-
riously denounced the truce agree-
ment as “the greatest deception in the
history of the country.” He went on to
denounce the constitutional prohibi-
tion on military involvement in policy
deliberation, as invoked by Betancur,
for “creating an army of slaves,” and
the ready charge of “communist” was
thrown at Betancur’s administration
for “denying freedom of thought” to
the armed forces.

The anti-Betancur newspaper El
Tiempo devoted its letters column
Sept. 25 to a commentary by the head
of the Association of Retired Military
Officers, Manuel Riveros, in which
the country’s reservists are called upon

o “group yourselves regionally and
prepare to back the military institu-
tions.” Riveros attacks a situation in
which “the guerrilla puts conditions to
the government, such as demands for

. amnesty and truce . . .” and de-
mands that the country “turn around
the compass so that it points again in
the right direction. . . . The father-
land needs us, and we pledge to de-
fend it to the death.”

All this, amid growing popular
discontent with the austerity program
dictated by the International Monetary
Fund and imposed without a murmur
by the Betancur administration—not
only without a murmur, but proudly,
with the twisted logic that the “adjust-
ments” are self-imposed and therefore
acceptable.

As long as the 14% official un-
employment rate—the result of se-
vere decapitalization'of the Colombi-
an economy—continues to climb, the
President will not only finish his last
year in office as a very lame “lame
duck,” but may lose the nation in the

process.
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Report from Bonn by Hartmut Cramer

s

‘Patriots move into political vacuum

The new citizens’ group that went public on Oct. 15 is polarizing
both the Christian Democrats and Social Democrats.

One of the hottest issues in Bonn
these days is the initiative of “Patriots
for Germany,” announced on Oct. 15
when advertisements appeared in four
top West German dailies, signed by
60 prominent Germans from all walks
of life. The ads stressed the deadly
danger posed by the obvious war prep-
arations of the Warsaw Pact, and called
on German. citizens to “assemble in
this time of survival crisis” in order to
be “ready and act in the tradition which
was shown during the liberation wars”
more than 150 years ago.

The initiative is intersecting the
debate inside both major parties, the
opposition Social Democratic Party
" (SPD), and the ruling Christian Dem-

ocratic Union-Christian Social Union.
It is no accident, that just now a
new public fight in the Social Demo-
cratic Party (SPD) has erupted be-
tween the followers and the left-wing
foes of Kurt Schumacher, the legend-
‘ary Social Democratic leader of the
1950s, who energetically had fought
against both fascists: the Nazis, who
~ tortured him in a concentration camp,
and the “red-colored Nazis,” (as he
used to call the Soviets), who mur-
dered many of his friends in East Ger-
many after the war. .
Leadingcircles of the Social Dem-
ocrats, who are busily promoting the
~ decoupling of West-Germany from the
United States, keep a “low profile” on
Patriots for Germany, though watch-
ing it “very closely,” since it may at-
tract traditional Social Democrats who

are more than fed up with the control
of Willy Brandt’s left-wing over the
party. :

Patriots for Germany includes
military leaders, entrepreneurs, trade
unionists, former resistance fighters,
factory councilmen, teachers, doc-
tors, and members of. the influential
expellee organizations (persons driv-
en out of the countries in the East bloc).
Among the most prominent were ex-
Chief of the West German Navy, Vice
Admiral Karl-Adolf Zenker, Prof.
Emil Schlee, a prominent leader of the
expellee organizations, and Helga
Zepp-LaRouche, founder of the pro-
American Schiller Institute.

Five programmatic points under-
lined the German patriots’ political
thrust: a clear no to a “red-green” gov-
emment in Bonn which would decou-
ple Western Europe from the U.S.,
thereby destroying NATO; a clear yes
to the alliance with the United States
including full cooperation with its SDI;
support of a “just peace treaty for Ger-
many in all its parts,” giving Germany
full sovereignty; a policy of economic
growth and expanding exports to the
developing sector which guarantees
full employment, and, lastly, the rein-
troduction of the cultural and educa-
tional system of the German classical
philosophers and artists like Schiller,
Humboldt, Beethoven, and the “Prus-
sian reformers,” as well as the scien-
tific tradition of Leibniz and the Got-
tingen school, which produced the pi-
oneers of space.

If the contents are a healthy shock
to the pathetically low political think-
ing in Bonn, it is the combination of
political forces who signed this public
call which upsets the traditional
wheelers and dealers in the parties,
who thought they had their deals with
the “New Yalta crowd” in East and
West sewn up. That leaders of the in-
fluential expellee groups would link
up with republican patriots from all
political camps was deemed impossi-
ble in the German political scene. Es-
pecially the leaders of the CDU, under
heavy pressure to make a deal with
Moscow, are upset; they know that up
to 10% of their electorate comes from
these expellee organizations.

Christian Democratic intellec-
tuals, like Professor Rohrmoser, linked
to the still-powerful conservative CDU
politician Filbinger, the former prime
minister of Baden-Wiirttemberg, pub-
licly speak of more than 20% of the
vote which the CDU would lose to a
new political formation defending the
interests of a sovereign Germany, if
the CDU continued on its present
course. Observers noted with surprise
the harsh words used by Rohrmoser—
who until now had fully supported the
government—to criticize the liberal
policies of President Richard von
Weizsicker and ‘Chancellor Helmut
Kohl, both Christian Democrats.

Franz-Josef Strauss, the powerful
prime minister of Bavaria, who al-
ways is the first to sense a shift of the
wind, led a blistering attack against a
“joint resolution” which liberals from
the ruling parties had drafted together
with the Social Democrats and which
(implicitly) called for the acceptance
of the division of Europe and Ger-
many. As Strauss himself admitted, it
was the pressure of the expellee groups
which caused him to act, forcing the
Kohl government to drop the issue—
fast.
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United Nations by McFadden

L/

Good news and bad news

Two issues dominated the U.N.’s birthday: strategic defense and
debt—one was joined and the other, disastrously sidestepped.

President Reagan’s speech at the
United Nations 40th-anniversary ses-
sions had a twofold impact on the del-
egations: His eloquent appeal for a
world made safe from thermonuclear
ballistic missiles was warmly received
by the usually less than enthusiastic
delegates. But unfortunately, the
President’s moral vision did not in-
form his proposals on foreign policy.
Latin American and African delegates
were stunned at his concept of super-
power mediation of several of the
world’s hotspots, effectively ruling out
groupings such as the Contadora
group, the Organization for African
Unity, and the Non-Aligned Move-
ment. :

Reagan seized the high ground in
his speech, declaring: “If we are des-
tined by history to compete, militari-
ly, to keep the peace, then let us com-
pete in systems that defend our socie-
ties rather in weapons which can de-
stroy us both, and much of God’s cre-
ation along with us.” ,

While it is certain that no Third
World delegation will reverse its op-
position to the Strategic Defense Ini-
tiative (SDI) on the basis of the speech,
Reagan’s moral vision of the SDI and
his commitment to the concept of the
defense of life prompted a sustained
ovation from the General Assembly—
longer than that given to any other

speaker. Secretary-General Pérez de

Cuellar and General Assembly Presi-
dent Jaime de Pinies halted the Gen-
eral Assembly proceedings to person-
ally escort President Reagan to his
car—a courtesy offered to no other

head of state.
Reagan’s organizing for the SDI

" was evident in, at least, one other for-
“um. Italian Premier-designate Bettino

Craxi, whose government was top-
pled by the Mossad-influenced U.S.
handling of the Achille Lauro affair,
nonetheless reaffirmed strong support
for the concept of strategic defense. In
apress conference given several hours
after the President’s speech, Craxi
said, “President Reagan has talked
about a scenario of the future which I
think is very interesting. . . . The SDI,
as it has been described to me, will
mean the whole world completely de-
fended with space shields. And there-
fore nuclear war would be eliminated.
This is a fascinating and convincing
picture.”

Reagan avoided entirely the inter-
national debt crisis which, under Pe-

ruvian President Alan Garcia’s lead--

ership, has dominated so much of this
year’s General Assembly. Indeed, in
his proposals for dealing with regional
hotspots, the President called for
“welcoming each [crisis-torn] country
back into the world economy so its
citizens can share in the dynamic
growth that other developing coun-
tries enjoy.” Such a statement would
be laughable were it not so ignorant.
Several political blows against the
international banking fraternity that
uses supranational institutions as the
U.N. to aid in enforcing debt collec-
tion were struck during the commem-
orative week. A behind-the-scenes
battle was waged to include Indian
Prime Minister Rajiv Gandhi among

the speakers for Oct. 24, the actual
anniversary day. Originally, only the
permament and original members of
the U.N. Security Council—the
United States, U.K., Soviet Union,
China, and France—were to speak.
That Gandhi, as head of the Non-
Aligned Movement, was able to join
the “Big Five” was animportant, sym-.
bolic victory. In his address, Gandhi
pointed to the economic holocaust

“caused by the debt crisis, and warned,

*“The consensus on development which
was painstakingly built in the decades
after the Second World War has bro-
ken down today. It is fitting that we
use this session to make a start at re-
pairing the damage. The consensus
must be built.” ‘
In an unmistakable reference to the
International Monetary Fund, Gandhi
charged, “While experts painfully
hammer out agreements, in many parts
of the world hunger stalks hundreds of
thousands. We must unite to save
them.” -
Gandhi’s sentiments were echoed
by Abdou Diof, President of Senegal
and current president of the Organi-
zation of African Unity. Speaking in
both capacities at an Oct. 22 press
conference, Diouf attacked “pallia-
tives” to the international debt crisis,
such as proposals for short-term debt
stretch-out. He said that Africa needs
stretch-outs of up to 30 years, with a
5- to 10-year grace period and very
low interest rates. This is necessary,
he argued, sothat “we can invest more
in production and productive proj-
ects,” and can then eventually meet
debt obligations. Diof is calling for a
special General Assembly session on
the African crisis and for an Africa-
wide conference on the debt. Observ-
ers have wamed, however, that the
United States, in its role as IMF-en-

‘forcer, may back such an Africa-only

special session in an attempt to frag-
ment the international debt fight.
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Dateline MexicO by Benjamin Castro

-

"An ‘unrealistic’ agrarian policy

,It would appear that “realism,” the
supreme political currency of the de la
Madrid regime, is only applied case
. by case in Mexico these days. While
“realism” is the argument invoked to
" justify acceptance of the International
Monetary Fund’s austerity programs,
. this presumed realism is put aside when
dealing with the desperately needy ag-
ricultural sector. ‘
- This practice is proving highly
dangerous. The Mexican government
is behaving like a distracted automo-
bile driver crossing railroad tracks
without realizing that a train is bearing
down on him at full speed. In this case,
the “train” is the food scarcity which
threatens mass starvation and social
explosions, far more devastating for
the nation than the Sept. 19 earth-
quakes.

While de la Madrid’s economic
cabinet endlessly debates the “failures
in application” or the niceties of the
program dictated by the International
Monetary Fund (these same officials
become upset when one calls “their
program” what they prefer to call the
Immediate Program of Economic
Reordering), agriculture is collaps-
ing.

Look at a few facts. According to

_Mexican daily El Universal, some
40% of all Mexicans lack sufficient
income to feed themselves adequate-

“ly. According to another report pub-
lished by the Mexico City daily El
Financiero, the minimum wage has
lost 39.13% of its real buying power

a report in the Oct. 14 edition of the-

Forty percent of Mexicans are malnourished, yet the governent
is sticking with the IMF’s agriculture policy.

in just the past few years.

This means that the fall in the min-
imum wage is almost exactly equal to
the percentage of Mexicans who are
starving. .

How does the wage “factor” affect
the agricultural “sector,” the “realis-
tic” technocrat may ask? According to
the National Cattleraisers’ Associa-
tion, the National Union of Pig Farm-
ers, and the National Union of Chick-
en Farmers, the demand for meat of
all kinds fell 40% in the last few years.

But that is only part of the picture.

The destruction is spreading to other

sectors as well. According to a mid-
October report by the Ministry of Ag-
riculture and Hydraulic Resources,
harvests of all sorts shrunk by 3% dur-
ing the month of September. This con-
firms that Mexico is suffering an an-
nual decline of approximately 40% of
its crops, according to official statis-
tics. The ministry reports that 320,000
hectares once dedicated to the culti-
vation of beans, safflower, and cotton
have been abandoned, while‘the fall-
winter harvests are expected to fall
11%.

Natural catastrophes are com-
pounding the economic disaster. Apart
from the devastation caused by the
earthquakes, in the states of Sonora
and Sinaloa, two of the country’slarg-
est food-producers, more than 150,000

hectares of com, soy, and legumes

were destroyed by hurricane Waldo.
However, the problem of the pro-

ducers and cattle raisers cannot be re-

duced to the current 40% collapse in

demand. It goes back further, to when
interest rates were drastically in-
creased, to when the cutoff of imports
substantially increased the cost of the
vital tools and fertilizer used by the
producers, to when the government
decided to let the sector die by refus-
ing to establish a fair price for the sale
of rural prodycts in the cities, while
importing these same products, at
much greater cost, from abroad.

The dramatic situation of agricul-
ture is immediately reflected in the
drastic increase in malnutrition re-
ported in the country. Mexico, like the
rest of the so-called Third World
countries, suffers a chronic problem
of malnutrition, which the agricultural
collapse will aggravate horribly. The
official statistics spell it out. Alfonso
Cabrera, an official of the National
Food Program (PRONAL), spoke Oct.
11 of at least 33 million malnourished
Mexicans, out of a population of near-
ly 75 million—that is, nearly 40%. -

Blanca de Peredo, official of the
U.N.’s World Food Program, referred
at the same time to 40% of Mexican
children suffering “first-degree mal-
nutrition”—very dangerous, accord-
ing to the official, because the symp-
toms are not noticed until serious dis-
eases have already been contracted.
The officials of PRONAL explained
that 54.2% of all Mexicans have a dai-
ly food deficiency of 903 grams, out
of a minimum total diet of 2,116
grams. ,

At this point, the observer may well
ask: When will the bomb explode? The
answer is, at the point that food scarc-
ities begin to affect the supplies of the
major cities like Monterrey and Mex-
ico City. A spokesman for the minis-
try of trade declared Oct. 11, “We still
have at least six months worth of basic
food stocks in reserve.” Many observ-
ers consider this optimistic estimate
most “unrealistic.”
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International Intelligence

Warsaw Pact nations
parrot Moscow

As the leadérs of the Warsaw Pact countries
went into a second day of closed-door meet-
ings in Sofia, Bulgaria, on Oct. 23, Radio
Moscow reported that the “main attention”
-at the sessions is being given to “the situa-
tion in Europe” and “preventing an arms
race in space.”

Soviet leader Gorbachov delivered two
major speeches at the Oct. 22 sessions. A
joint Warsaw Pact final communiqué stated:
“First and foremost, the Warsaw Treaty
countries want Europe free of nuclear weap-
ons: Europe has been the breeding ground
of two world wars . ... and it is there where
the two military alliances face each oth-
er. . . . There is no problem that cannot be
solved, by constructive negotiations. . . .
There is not one type of weapon that the
Warsaw Treaty organization is-not ready to
reduce.”

The meeting “welcomed” all the Soviet

proposals, including the “total ban on space
weapons.”

Gaullist mayor
supports SDI

At a “Colloquium on the SDI” held at the
French National Assembly on Oct. 18, or-
ganized by the European Center of Interna-
tional Relations and Strategy, Jacques Chir-
ac, Gaullist mayor of Paris, was a featured
guest, and spoke strongly in favor of Frerich
participation in the American SDI. -

Said Chirac: “The Europeans couldn’t
possibly do without American experience.
However, those same Europeans must con-
sult each other in order to establish, in com-
mon, the purposes of the transatlantic co-
operation. . . ..

“France seems to me very well placed to
take, in any case, the appropriate initiatives,

which means thatitdoesn’t adopt an attitude -

of a priori refusal in regard to the’Amercan
project.”
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He stressed the “considerable scientific,
technological, and industrial spin-offs” that
SDI will necessarily involve.

Foreign ministers
attack Palme’s policy

The foreign ministers of three Scandinavian
nations have issued an unprecedented attack
on the foreign policy of the Swedish regime
of Olof Palme.

According to Svenska Dagbladet, the
foreign ministers of Denmark , Norway, and
Iceland sharply rebuked their Swedish col-
league the week of Oct. 14 at a meeting of
the five-nation Nordic Council. Danish For-
eign Minister Uffe Elleman-Jensen explic-
itly charged that the foreign policy of Swe-
den is “only aiding East bloc strategy.”

The ministers charged that the Palme
government has consistently refused prior
consultation before announcing new for-

- eign-policy initiatives, contrary to the ex-

press purpose of the Nordic Council, and
charged that Sweden’s pohcy is “one-sided
in favor of the East bloc.”

Peruvian drug fighter
cleared of slander charge

On Oct. 22, Judge S. Armas of the 33rd
District Court of Lima completely absolved
Luis Vasquez Medina, president of the Pe-
ruvian Anti-Drug Coalition, of charges of
slander brought against him by former Prime
Minister and Finance Minister Manuel Ul-
loa. :
Ulloa sued Véasquez for 100 billion soles,
(about $20,000) because of an article which
Visquez authored in the Anti-Drug Coali-
tion’s magazine, Guerra a las Drogas (War
on Drugs), charging that Manuel Ulloa’s
economic policy was respdnsible for the
“meteoric” growth” in Peru’s drug trade over
athree-year period. Ulloa loudly announced
that if he won the suit, he would donate the

100 billion soles to orphaned children in the

poverty-stricken area of Ayacucho, in
southern Peru.

In the course of the trial, Visquez af-
firmed that his attacks on Ulloa’s economic
policy “do not constitute slander. . . . These
are facts which can be substantiated.” Vs-
quez provided the court with ample evi-
dence to back up his statements.

Ulloa had also threatened to sue EIR,
whose Aug. 16 article entitled “Open the
Ulloa File,” named this “citizen above sus-
picion” as having connections to interna-
tional networks involved in laundering drug
money. EIR also published the Spanish-lan-
guage book Narcotrdfico SA, which reveals
Ulloa’s drug connections.

To date, the former Peruvian prime min-
ister has not filed suit against the EIR.

In aninterview following judge Armas’
ruling, Luis Vaisquez noted that the orphans
of Ayacucho are still in need of the $100
billion soles offered by Ulloa, and suggest-
ed: “He should donate the money anyway,
subtracting the sum from one of his over-
sized accounts in the Bahamas.”

Nancy Reagan
means well

“This is a mother-to-mother forum,” First-
Lady Nancy Reagan said at the U.N. on Oct.
21 -as she opened the second First Ladies
Conference on Drug Abuse, with participa-
tion of 30 First.Ladies from Africa, Asia,
Ibero-America, the Middle East, and Eu-
rope.

She made an emotional appeal for
“mothers” of the world to unite in fighting a
“crisis threatening children.” .

Mrs. Imelda Marcos, first lady of the
Philippines, told EIR, in answer to a ques-
tion on her impression of Mrs. Reagan’s
conference: “For a first lady of America to
start a program such as this [against a prob-
lem] which seeks to destroy the very foun-
dation of society, is really a most laudable
cause. . . .” v

But Mrs. Reagan’s conference has pro-
ceeded on the drug issue as if it were purely
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afamily matter, with no mention of political
or economic reality. The first lady from Sri
Lanka broke with Mrs. Reagan’s agenda and

took the floor without a microphone to point

out that in the Third World, drug consump-
tion was the result of the “economic crisis.”
The microphone was never turned on for her
to continue her remarks.

EIR holds first
seminar in London

Seventy-two members of the diplomatic
corps, . press, and subscribers attended a
three-hour seminar sponsored by EIR in
London on Oct 23.

The seminar began with a press confer-
ence opened up by Laurent Murawiec with
a presentation on the general strategic situ-
ation. EIR Executive Director for Europe,
Michael Liebig, and a co-author of EIR’s
Global Showdown report on the Soviet mil-
itary buildup, Konstantin George,‘ presented
the Soviet war-plan. Mark Burdman spoke
on Soviet unconventional warfare and com-
mented on an EIR film on the case study of
Guatemala, which'was shown.

Craxi still
aU.S. ally

‘Italian Prime Minister-designate Bettino
Craxi reaffirmed his strong support for the
concept of strategic defense at a press con-
ference at the U.N. on Oct. 24.

Referring to President Reagan’s U.N.
address, Craxi said, “At my own request,
President Reagan has talked about a scenar-
io of the future which I think is very inter-
esting. . . . The SDI as it has been de-
scribed to me will mean the whole world
completely defended with space shields. And

therefore, nuclear war would be eliminated. -

This is a fascinating and convincing pic-
ture. . . .- Let us see now if the President
can convince the Soviets.”

Later, when a reporter referred to the
program as “Star Wars,” Craxi corrected
him, saying, “This is not a project of Star
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Wars, this is peace from the stars.” Craxi
said that discussions of Italian participation
are ongoing. .

Asked if he “blamed” the United States
for the downfall of his previous govern-
ment, hereplied: “No, this was a crisis made
in Italy.”

However, he excoriated the U.S. press
for their coverage of the Achille Lauro af-
fair, saying that he found “offensive, some
of the things written about my country.”

Craxi spent one hour with the U.S. press,
explaining the military, diplomatic, and le-
gal considerations involved in the Achille
Lauro seajacking.

German leftists
attack German Patriots

On orders from the office of former German
Chancellor Willy Brandt, the Oct. 21 issue
of the left-wing Social Democratic newslet-
ter, Blick Nach Rechts, (Spotlight on the
Right) carries a front-page attack on Patriots
for Germany as a “new German-nationalist
mass movement.”

The article uses “nationalist” asifit were
the equivalent of “Nazi.”

The article singles out the passages from
a recent Patriots’ newspaper ad declaring
“no” to decoupling from the United States,
and “yes” to the American SDI, and its

‘'warning against a red-green coalition—i.e.,
acoalition of the Green Party with the Social:

Democrats. It mentions that “Helga Zepp-
LaRouche, chairwoman of the U.S.-
launched right-wing European Labor Party,
led preparatory discussions with the expel-
lee functionary and right-wing ideologue
Prof. Emil Schlee for this German-Ameri-
can initiative in Washington.

“Behind it are U.S. circles, especially
the movement Peace Through Strength, led
by Milton Croom.” It reports that signers

Angelika Raimondi, Rainer Apel, and Mi- -

chael Liebig, as well as Volker Hassmann,
are “working for EIR together.”

BlickNach Rechtsiscontrolled by Klaus
Henning Rosen, the personal aide to SPD
chairman Willy Brandt.

Briefly

@ TAZ (tageszeitung), a radical

_ Nazi-communist newspaper in West
Germany, had its production facili-
ties virtually destroyed by fellow rad-
icals after it ran an interview with
counterintelligence officials who said
that local urban squatters had been
infiltrated by the RAF (Red Army’
Faction).

@ PLO CHIEF Yasser Arafat called
in late October for a boycott of U.S.
goods in the Mideast: “Those who
use Cadillacs can use Mercedes and
Peugots instead.”

@ CONSERVATIVE opposition
leader Constantine Mitsotakis told the
mid-October Athens rally against
Greek Prime Minister Andreas Pa-
pandreou’s new austerity package that
Papandreou is “consciously mislead-
ing and deceiving the Greek people
about the economy and stealing their
vote by promising them better days.”
He then led a march to Parliament to
deliver a petition of protest against
the austerity measures.

@ RABBI MEIR KAHANE, Is-
rael’s racist demagogue, was refused
entry into Canada in late October. The
federal government said his presence
would fuel tensions between the
country’s Jewish and Arab’commu-
nities and among Jews. :

@ ADMIRAL James Watkins,
Chief of U.S. Naval Operations, told
a group of nearly 50 naval leaders
from around the world on Oct. 21: “If
deterrence fails, we must be ready to
fight and win. Visible maritime alli-
ances are absolutely essential parts of
any strategy to defeat unwanted
aggression. . . ."”

@ WASHINGTON has to accept
Moscow’s involvement in the Mid-
east peace process, wrote the London
Times on Oct. 22. The Times stressed
that President Reagan should make
that step at the upcoming Geneva ne-
gotiations. Such an understanding
between Washington and Moscow,
which would bring in Syria, is the
only serious chance for peace in the
region, the article concludes.
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- Why the US. should
abandon the ABM Treaty

by Kathleen Klenetsky

1

Over the past weeks, a factional brawl has broken out within
the Reagan administration over the question of the proper
interpretation of the 1972 ABM Treaty.

The fight pits supporters of the Strategic Defense Initia-
tive (SDI), who believe national security urgently requires
the development of a defensive shield, against a faction led
by Secretary of State George Shultz, which, in the spirit of
Metternichean balance-of-power politics, is more than will-
ing to sacrifice SDI to strike a “New Yalta” deal with Mos-
cow.
The pro-SDI faction, headed by Secretary of Defense
Caspar Weinberger, argues that the United States must adopt
a broader reading of the ABM treaty. Their foes demand a
“restrictiveinterpretation” limiting SDI.

Underlying all the legalistic arguments is the real ques-
tion: Will the United States continue to be bound by a treaty
which the Soviets have made a dead letter through blatant
violations of its major provisions? Or will it drop. the ridicu-
lous restraints—including ones not even mentioned in the
treaty itself —which have so restricted anti-missile defense
that the Soviets are now way ahead of the West in this crucial
area?

As EIR has argued since Reagan first unveiled the SDI in
March 1983, the so-called “broad interpretation” of the treaty
is the only permissible reading. 7

There are two major factors which must be considered in
the debate over the treaty. The first is whether it still holds
any legal force. That’s not a spurious issue. The treaty states
that unless it is quickly followed by negotiations leading to
significant cuts in offensive nuclear arsenals, the United States
retains the right to withdraw from it. It was on the basis of
this provision, contained in a “Unilateral Statement” append-
ed to the treaty by U.S. negotiator Gerard Smith, that the
treaty was ratified by the Senate (see Documentation). ‘

Yet, as Weinberger and SDI director Gen. Abrahamson
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have stressed repeatedly, instead of a decrease in the super-
powers’ nuclear arsenals, the post-ABM era witnesséd an
unprecedented Soviet offensive buildup. The implication is
clear: The treaty has already been abrogated by the failure to
achieve offensive arms reductions. On Oct. 22, Weinberger
threw more fuel on the fire when he announced that the
Soviets are deploying a new ICBM, the SS-25, which “vio-
lates the Salt II agreement that permits development of only
one new type of ICBM.” SS-25 deployment is part of an
escalating pattern of Soviet violations of arms treaties, in-
cluding the ABM accord, which, Weinberger charged, “shows
that arms control has hardly been a raving success.” ~

The other key consideration is what the ABM treaty ac-
tually allows, and what it prohibits. It is evident from the
treaty’s language that its restrictions apply only to ABM
technologies existing at the time it was negotiated, specifi-
cally, ABM interceptor missiles, ABM launchers, and ABM
radars. .

In addition, the treaty includes a section known as “Agreed
Statement D.” This section, which has been at the nub of the

_ debate, asserts that in the event ABM technologies based on

“other physical principles” are “created in the future,” limi-
tations on them would be subject to discussion between the
treaty signators.

While the arms-control mafia now claims that Agreed
Statement D proscribes all testing and development of new
defensive technologies, Gerard Smith himself testified the
opposite in Senate Armed Service Committee hearings in
June 1972.: “Work in that direction is not prohibited.”

Agreed Statement D was inserted into the treaty at Mos-
cow’s insistence, a fact recalled by a key member of the
treaty negotiating team, Reagan arms adviser Paul Nitee.
Nitze disclosed Oct. 23 that it was the Soviets—not the
United States, and despite U.S. opposition—who insisted
that the treaty contain language which would expressly per-
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mit the development of new defensive technologies. The
United States tried hard to close the door on all new defensive
weapons, said Nitze, but the Soviets “would not agree to
that.” A ‘

Similar testimony comes from the Russians themselves:
In 1972, Minister of Defense Marshal Grechko told the So-
viet Presidium that the ABM accord “places no limitations
whatsoever on the conducting of research and experimental
work directed towards solving the problem of defending the
country from nuclear missile strikes.”

Shultz vs. SDI

These are the issues at the center of the raging dispute
which first surfaced publicly when McFarlane stated on na-
tional television Oct. 6 that the administration had decided to
adopt a broader reading of the ABM treaty. Citing Agreed
Statement D, he declared that research, development, and
testing of defensive technologies based on “other physical
principles” is permitted by the accord.

McFarlane’s announcement was part of an intense cam-
paign by the pro-SDI grouping to make a case for a “break-
out” from the treaty. Whether Weinberger et al. intend to
follow this up with a restructured and accelerated SDI pro-
gram is not known. But it has been coupled with recent
statements by Weinberger, Abrahamson, and others blasting
Soviet violations of the ABM and other treaties, and docu-
menting the Russians’ offensive and defensive buildup.

McFarlane made his disclosure following an Oct. 4 meet-
ing of the Special Arms Control Policy Group, at which the
results of a new Pentagon study of the treaty negotiating
record were discussed. The study concluded that the ABM
" Treaty does indeed allow for research, testing, and develop-
ment of all kinds of ABM technologies based on “other phys-
ical principles.”

‘State Department representatives, including Nitze, at-
tended the meeting, but did not object to the new reading.
But when McFarlane went public with the new reading, Shultz
threw a fit. Working with West German Foreign Secretary
Hans-Dietrich Genscher and other European foes of the SDI,
Shultz and his underlings (including, according to Senate

sources, Ambassador to Bonn Richard Burt and Assistant .

Secretary of State Rozanne Ridgway), orchestrated a wave
of letters from such leaders as Prime Minister Thatcher and
Chancellor Kohl vehemently objecting to the McFarlane
interpretation.

An irate Shultz confronted Reagan with these letters on
Oct. 11. Later that day, at a meeting with Shultz, Weinber-
ger, McFarlane, and several other top advisers, the President
decided to compromise. As expres§ed by Shultz, Nitze, and
other administration officials, the compromise position ac-
knowledges that the broad interpretation of the treaty is “fully
justified,” but that it is a “moot point,” because the SDI
program itself will continue to be structured to comply with
arestrictive interpretation of the treaty.

Not surprisingly, the Soviets, too, leaped into the fray.
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Soviet Army Chief of Staff Marshal Sergei Akhromeyeyv, in
an article published in the Oct. 18 Pravda, called Mc-
Farlane’s reading a “deliberate deceit,” and accused the United

- States of “distorting the essence” of the agreement. “The

treaty absolutely unambiguously bans the development, test-
ing, and deployment of ABM systems regardless of whether
these systems are based on existing or future technologies,”

- lied Akhromeyev, who then warned that if the SDI is contin-

ued, “nothing will remain for us but to adopt countermeasures
in the field of both offensive and other armaments, not ex-
cluding defensive ones, and including those based in outer
space.”

A moral issue

While Reagan has indeed compromised on the issue,
there are numerous indications that it could be a very tem-
porary compromise, indeed. For instance, Assistant Defense
Secretary Perle told reporters Oct. 16 the restrictive interpre-
tation of the treaty advocated by Shultz was “erroneous,” and
that “the one correct view” of the treaty would allow testing
and development of advanced SDI technologies. “One could
in fact, make the case” that even deployment was permitted,
Perle said. ‘ '

The President himself continues to argue eloquently for
the SDI, most recently in his Oct. 25 speech to the United
Nations, in which he made clear he is committed to testing
of new systems: “The ballistic missile is the most awesome,
threatening, and destructive weapon in the history of man,”
he said. “Ultimately we must remove this menace from the
face of the Earth. . . . Until that day, the United States seeks
to escape the prison of mutual terror by research and testing
that could, in time, enable us to neutralize the threat of these
ballistic missiles and, ultimately, render them obso-
lete. . . ‘ - o »

Reagan also quoted from a 1967 statement by then-Soviet
Premier Aleksei Kosygin stoutly supporting defensive -sys-
tems. Kosygin had said, “Maybe an anti-missile system is
more expensive than an offensive system [not true—ed.],
but it is designed not to kill people but to preserve human
lives.”

A few days earlier, Weinberger had made an equally
impassioned plea for the SDI in a speech to a conference on
morality and strategic defense sponsored by the Ethics and
Public Policy Center in Washington. Weinberger stressed:
“In the actual conduct of war, moral issues do play an impor-
tant, sometimes decisive, role—at least in those nations that
believe in the existence of things beyond the merely material.
And it is surely proper that the strategic, technical, and polit-
ical aspects of SDI, or any defense system, be subject to
vigorous debate. But does it not strike you as odd that the
very idea of defending oneself, and defending one’s notion
of the good, should cause an ethical dilemma?

“It would seem to me that in a nation based on the idea of
inalienable rights, the obligation to defend the idea that all
men are created equal would be simply unquestionable.”

”»
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- The Treaty debate

Documentation

‘Narrow’ ABM =~
reading is a fraud

Ambassador Gerard Smith, in his letter to the New York
Times reproduced below, quotes from Article V, Section 1
of the 1972 ABM treaty, which he asserts is so unambiguous
as to need no further explanation. In fact, Ambassador Smith
himself authored the provision under “Unilateral State-
ments,” reproduced below, which states that failure to achieve
an agreement to limit offensive arms constitutes a basis for
withdrawing from the treaty. The language here appears just
as unambiguous.

In fact, the documentation we reproduce below indicates
that there are several reasons why the United States can go
ahead with development and full deployment of a directed-
energy layered defense system:

1) Article XV permits either party to withdraw if its
supreme interests are violated. It would appear that Soviet
offensive superiority would be grounds enough for the United
States to exercise its rights under this provision.

2) Persistent Soviet violation of the provisions of the
treaty (see below) Again, Article XV would apply.

3) The incontrovertible fact of a Soviet offensive buildup
in the period 1972-85. The relevant article of the treaty is
Ambassador Smith’s unilateral statement.

4) Agreed Atatement D, which clearly indicates that the
development of defensive systems based on new physical
principles (such as a laser defense system) would not be
banned but are subject to “discussion” prior to deployment.
(This point was already made as early as April 1983 in this
pilblication, see below.)

Contrary, therefore, to Ambassador Smith’s assertion of
the unequivocal and inviolable nature of the treaty, the truth
is, it is a dead letter, and should be declared so. Smith’s real
purpose is set forth at the beginning of his letter: *“This new
version of the treaty has drastic implications for the survival
of the treaty and indeed of the whole arms-control process.”
Armms control has been the cover under which the appease-
ment faction in the West has organized for a new set of
understandings with the Soviets, rightly called a New Yalta.
The so-called broad interpretation represents a very partial

effort to break this control. Smith’s letter seeks to provide a-

rationale for the efforts of West German Foreign Minister
Genscher, NATO Secretary-General Carrington, and Secre-
tary of State George Shultz to prevent this from happening.
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Smith in 1985,
vs. Smith in 1972

In a letter to the editor printed in the New York Times of
Oct. 23, career arms-controller Gerard C. Smith claims that
the administration’s interpretation of the 1972 treaty to per-
mit the SDI is “new,” and that the treaty forbids any devel-
opment of ABM systems. Excer pts follow:

. The Reagan administration has repudiated its former
position, and that of all previous administrations, that the
anti-ballistic missile treaty bars development and testing of
space-based strategic defenses or components of them that
use lasers, particle beams, and other types of nontraditional
technology. This new version of the treaty has drastic impli-
cations for the survival of the treaty and indeed of the whole
arms-control process.

As head of the United States delegation to the strategic
arms limitation talks that negotiated the ABM treaty, I would
like to record that it was not our intention that any type of
technology for space-based ABM systems could be devel-
oped or tested under the treaty. This has been the official
view of the United States government for more than 13
years. . . . The controlling provisions of the treaty (to which
the Senate consented to ratification by a vote of 88 to 2) is
Article 5. Section 1 reads, “Each party undertakes not to
develop, test or deploy ABM systems or components which
are sea- bascd a1r-based space-based or mobile land-
based :

. The administration . . . now has concluded that space-

based systems or components using newtechnology may be

developed and tested under the treaty. . . .

This radical change in a central provision of the treaty,
which is the supreme law of the United States, was apparently
accomplished in secrecy without consultatlon with the Con-
gress or United States allies. . . .

. the Article 5 ban seems unambiguous to this writ-
er. . ..
Smith’s letter contradicts his own sworn testimony before the
Senate Armed Services Committee in June 1972, when he
was asked by Sen. Margaret Chase Smith (R-Me): .” ..you
say that the treaty prohibits the development of other ABM

“systems. Would this affect a development of a laser ABM

system by the U.S.?” Smith replied:
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. . . One of the agreed understandings says that if ABM
technology is created based on different physical principles,
an ABM system or component based on them can only be
deployed if the treaty is amended. Work in that direction,
development work, research, is not prohibited. . . . [em-
phases added]

- From the ABM Treaty itself:

Article XV

1. This Treaty shall be of unlimited duration.

2. Each Party shall, in exercising its national sovereignty,
have the right to withdraw from this Treaty if it decides that
extraordinary events related to the subject matter of this Treaty
have jeopardized its supreme interests. It shall give notice of
its decision to theother Party six months prior to withdrawal
from the Treaty. Such notice shall include a statement of the
extraordinary events the notifying Party regards as having
jeopardized its supreme interests. ’

From the Agreed Statements, Common Understandings, and
Unilateral Statements regarding the Treaty Between the
United States of America and the Union of Soviet Socialist
Republics on the Limitation of Anti-Ballistic Missiles

- Agreed Statements

. . .[D.] In order to ensure fulfillment of the obligation
not to deploy ABM systems and their components except as
provided in Article III of the Treaty, the Parties agree that in
the event ABM systems based on other physical principles
and including components capable of substituting for ABM
interceptor missiles, ABM launchers, or ABM radars are
created in the future, specific limitations on such systems and
their components would be subject to discussion in according
with Article XIII and agreement in accordance with Article
XIV of the Treaty. :

Appended to the 1972 ABM treaty was the following “unilat-
- eral statement,” made by Ambassador Gerard C. Smith on
May9, 1972: ‘

The U.S. Delegation has stressed the importance the U.S.
Government attaches to achieving agreement on more com-
plete limitations on strategic offensive arms, following
agreement on an ABM Treaty and on an Interim Agreement
on certain measures with respect to the limitation of strategic
offensive arms. The U.S. Delegation believes that an objec-
tive of the follow-on negotiations should be to constrain and
reduce on a long-term basis threats to the survivability of our
respective strategic retaliatory forces. The U.S.S.R. dele-
gation has also indicated that the objectives of SALT would
remain unfulfilled without the achievement of an agreement
providing for more complete limitations on strategic offen-
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sive arms. Both sides recognize that the initial agreements
would be steps toward the achievement of more complete
limitations on strategic arms. If an agreement providing for
more complete strategic offensive arms limitations were not
achieved within five years, U.S. supreme interests could be
jeopardized. Should that occur, it would constitute a basis
for withdrawal from the ABM Treaty. The U.S. does not
wish to see such a situation occur, nor do we believe that the
U.S.S.R. does. It is because we wish to prevent such a
situation that we emphasize the importance the U.S. Govern-
ment attaches to achievement of more complete limitations
on strategic offensive arms. The U.S. Executive will inform
the Congress, in connection with Congressional considera-
tion of the ABM Treaty and Interim Agreement, of this state-
ment of the U.S. position.

This was published in EIR’s April 12, 1983 issue, under the
headline, “ABM accord does not ban beam weaponry.”

Charges to the effect that President Reagan’s energy-
beam development policy violates the 1972 Anti-Ballistic
Missile (ABM) treaty between the. United States and the
Soviet Union, are false. The treaty, which is currently under
a scheduled 10-year review by the United States and the
Soviet Union in Geneva, does not prohibit research and de-
velopment on ABM systems, though it does sharply curtail
deployment of launchers and radars.

In the section entitled “Agreed Statements and Common
Understandings Regarding the Treaty,” is the “overview” of
how the specific predicates of its prohibitions were viewed
by the two nations in 1972. : .

Agreed Statement “D” clearly states: ‘‘The Parties agree
that in the event ABM systems based on other physical prin-
ciples [than those of 1972] and including components capab-
able of substituting for ABM interceptor missiles, ABM
launchers, or ABM radars arecreated in the future, specific -
limitations on such systems and their components would be
subject to discussion in accordance with Article XIII and
agreement in accordance with Article XIV of the Treaty.”

Energy-beam ABM systems do in fact clearly involve
fundamentally new physical principles, and they replace ABM
interceptor missiles with energy or particle beams: launchers
with lasers, accelerators, or pulsed power sources; and ra-
dars, at least in part, with long-range long-wavelength in-
frared sensing devices. ‘

The cited Article XIII of the treaty provides for a “Stand-
ing Consultative Commission,” to “consider questions . . .
and related situations which may be considered ambiguous.”
Further, to “consider possible changes in the strategic situa-
tion which have a bearing on the provisions of this Treaty”;
and further, to “consider as appropriate, possible proposals
for further increasing the viability of this Treaty; including
proposals for amendments. . . .”
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Congressional candidate
is illegally jailed

by Edward Spannaus

A Boston federal judge and U.S. Attorney, who have previ-
ously teamed up to cover up drug-money-laundering and to
conduct political frameups, have again collaborated in the
illegal jailing of a LaRouche Democrat who is a political
leader and congressional candidate in New Jersey.

Elliot Israel Greenspan, candidate for the 9th Congres-
sional District in New Jersey, was held in custody for 48
hours without just cause, in what was described by observers
as “judicial terror tactics.” It is believed that the jailing of
Greenspan was purely for purposes of intimidation, and to
“make an example” by jailing a LaRouche supporter, since
Greenspan was not in contempt of court under any known
legal standard.

Greenspan'’s jailing came as part of an effort by the FBI
and U.S. Attorney William Weld to revive their flagging
“investigation” of the 1984 LaRouche presidential campaign
and other organizations they describe as “LaRouche-relat-
ed.” The Grand Jury investigation has proceeded for one year
without any tangible result, and sources report that Weld is
no closer to indicting anyone than he was one year ago.

Weld is well known for the use of such tactics. He was
previously criticized in the National Law Journal for “mis-
using his powers to bully witnesses and manipulate the polit-
ical process.” He was described as using improper pressure
tactics to harass witnesses, leaking information to the press,
and conducting a “pernicious offensive.”

Greenspan originally appeared before the Grand Jury as
a“keeper of the records” for Caucus Distributors, Inc. During
his appearance, Assistant U.S. Attorney Daniel Small caused
Greenspan to be served with a “forthwith” personal subpoe-
na, demanding his immediate appearance before the Grand
Jury to answer any and all personal questions. His attorneys
moved to quash the subpoena, which was denied. On Oct. 3,
Greenspan was held to be in “contempt of court” by Judge
A. David Mazzone for refusing to answer three questions,
although Greenspan had already indicated that he would an-
swer those questions, if he was not waiving his First Amend-
ment rights.

During the contempt hearing, Greenspan’s attorney ar-
gued that the U.S. Attorney was intruding into areas protect-
ed by the First Amendment. Mazzone said: “Although these
are sensitive matters, of course, when the First Amendment
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is involved, what essentially the government has indicated
and affimed that it is doing is inquiring into credit-card
transactions. . . . Mr. Small . . . concludes, after a series of
questions, that Mr. Greenspan has disclosed all of the infor-
mation he has about credit cards. Then somehow Mr. Small
is going to embark on a side trip into political philoso-
phy. . . . If he does, why doesn’t Mr. Greenspan have the
right at that point to refuse to answer? . . . I don’t see that, if
he should should dare to ask those questions, Mr. Greenspan
would not be alert enough to say, 1 am sorry. That’s a
question I want to ask my attorney about.” And you and Mr.

Congressional candidate Elliot Greenspan (r) talks to the-press.

Small outside can come back to me.”

When Greenspan appeared before the Grand Jury the
following week, Small did not even ask the original contested
questions until after four hours of questioning Greenspan
about his employment, taxes, his associates’ political activ-
ities, and so forth. When he finally did ask the questions,
Greenspan answered them, to the effect that he had no knowl-
edge of unauthorized credit-card charges. At that point he
should have been dismissed, according to what Mazzone had
sajd in the Oct. 3 hearing: “The answer to the first question
would be either ‘yes’ or ‘no’: ‘Do you have any knowledge
of the credit-card scheme?’ We assume the answer is ‘yes,’
only because if it is ‘no,” we go no further; Mr. Greenspan
goes home.”
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Small instead demanded that Greenspan return and ap-
pear again before the Grand Jury. His attorneys again moved
to quash the subpoena, or at least to limit.it to credit-card
matters. Mazzone summarily denied the motion on the morn-
ing of Oct. 22. When Greenspan went back in front of the
Grand Jury, Small produced a list with names and phone
numbers stolen out of the offices of Campaigner Publica-
tions. When he started asking about names on the list, Green-
span asked the Grand Jury foreman if he could be excused to
consult his attorney, and go to the judge for a ruling on the
relevance of such questions. The foreman excused him.

About-face by Mazzone

When they got in front of Mazzone, Mazzone abruptly
said, “I’m not convinced that this gentleman has ever purged
himself of contempt. I’ve never seen a motion or heard that
he has purged himself”—an outright lie on Mazzone’s part,
since the motion filed that morning by Greenspan’s attorney
had stated that Greenspan had answered the three questions

. which were subject of the original contempt. Mazzone then
ordered Greenspan into the custody of the federal marshals,
despite the protestations of Greenspan’s attorney that Green-
span had purged himself of contempt two weeks earlier.

Greenspan was sent to the Essex County jail in Lawrence,
Massachusétts, an ancient, filthy, overcrowded facility where
he was forced to sleep on the floor in freezing temperatures,
without heat, for the first night. (On the second night, after
numerous inquiries from Greenspan’s supporters and the
press, heat and cots were provided.)

At a hearing on a “motion for reconsideration” on Oct.
23, Mazzone stated disingenuously that all that was needed
was a formal motion to purge Greenspan of contempt, which
could be brought to him the next morning, since “it is not my
intention to keep this witness in jail.” Although such a motion

. was presented early in the morning on Oct. 24, Mazzone’s
office did not issue the Order of Release until late that after-
noon, forcing Greengpan to remain in custody until the end
of the Grand Jury session on that day.

Observers believe that this whole scenario was orches-
trated by Mazzone with Weld’s office to keep the maximum
physical and psychological pressure on Greenspan. It is not
irrelevant that, on Oct. 21, the evening before Greenspan’s
appearance, a reliable intelligence community source stated
that Greenspan would be jailed the following day.

The normal procedure on contempt is that, if a witness
refuses to answer a question put to him by a prosecutor, he is
ordered by the foreman to answer. If he refuses again, he is

taken before a judge. If he refuses a direct order from the -

judge to answer, he is then held in contempt. Greenspan had
not refused to answer any questions, but was still jailed—
thus tending to confirm that the jailing was strictly a terror
tactic aimed at intimidating both Greenspan and other future
witnesses—the type of behavior for which Weld has become
famous.
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Treason in America

The history of the
Bank of Boston

by Anton Chaitkin

Earlier this year, the First National Bank of Boston was
caught “laundering” over a billion dollars of organized crim-
inal money to Switzerland. It was fined only one-half million
dollars, thanks to a friendly U.S. Attorney, William Weld:
Today, without the necessary general crackdown against the
Bank of Boston and other offenders, dope money from the
world narcotics syndicate continues to pour through “respect-
able” channels into and through their Swiss haven.

Since the consequences of such criminal activities are so
terrible to the community—starting with drug addiction and
violent crime, and running through AIDS—one might be
tempted to ask, don’t such bankers feel themselves a part of
the community? In the character of an answer, we will pro-
vide in this space some historical information that may throw
'light on the attitude of the Bank of Boston and its sponsors
toward the United States of America.

L. Start-up money (

The Bank of Boston (originally named Massachusetts
Bank) was founded in 1784 by “Old Judge” John Lowell.
The founder’s Tory sympathies were flagrant: He was the
lawyer and business agent for the most important of the Royal
officials and Tory hangers-on who had gone into exile in
England atthe end of the American Revolution. The fortune

- that Lowell and his family incorporated into their bank came

primarily from funds sent to the United States for investment
by his Tory exiles, and from those of their family members
who had remained in the United States.

The Bank’s Tory associations are well-known history in
Boston. But let us look closer at the actual or1gm of the
Bank’s deposits and capital.

Probably the most notorious of Lowell’s client-families
was the Loring clan. Insofar as a chunk of the Bank of Boston
start-up money came from them, the terrible sufferings caused
to Americans in the accumulation of this money will be seen
to be relevant to the question under consideration.
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Inearly 1777, turncoat Bostonian Joshua Loring had been
appointed Commissary General to supervise the day-to-day
administration of the prisons in British-occupied New York,
and the feeding and other provisioning of all Americans held
prisoner of war by the British. Joshua Loring secured this
appointment by 'allowing his wife to be used as a mistress by
the British commander, Gen. William Howe; their bargain
was roasted in a popular ditty during the war:

Sir William he, snug as a flea,

Lay all this time a snoring,

Nor dreamed of harm as he lay warm,

In bed with Mrs. Loring.

Loring stole something on the order of two-thirds of the
funds given him by the British to feed their American pris-

* oners.. The most horrible results of this crime occurred on the
British prison ships anchored in New York harbor. Quoting
from recent authorities: [Lindsey, William R., Treatment of

" American Prisoners of War During the Revolution, Emporia

State Research Studies, Kansas State Teachers College, Em-

poria, Kansas, Vol. XXII, Summer, 1973, p. 15:]

“The prisoners aboard were allowed to keep any clothing
and bedding, but received no more of such commodities
while on the ship. They were accorded no medical attention,
regardless of their health. Inferior provisions and bad water
added to the misery of the condemned men. As a result-of
such neglect, disease was unrelieved, and hundreds died
from pestilence or, worse, starvation, because the British
commissaries aboard ship cut down rations or substituted bad
for wholesome food. The commissaries thus amassed venal
profits at the cost of human distress.

“By May, 1777, sandy beaches along the bay were filled
with the graves of the dead. The prisoners aboard the Whitby
were transferred to two other vessels. Seeing no hope for an
exchange, they set fire to one of the vessels, choosing death
in the flames to the lingering sufferings of disease and star-
vation. In the month of February, 1778 . . . [another] prison
ship was burned.

“The most infamous of the prison shlps was the Jersey,
which, until the final exchange of American prisoners, was
known more often as ‘Hell’ or ‘Hell Afloat.’. . . [The] ra-
tions, insufficient and miserable, frequently were not given
to the prisoners in time for boiling on the same day, and thus,
they were forced to fast for another twenty-four hours or to
consume the food in its raw state. Since there were no pro-
visions for fresh vegetables, scurvy was naturally one of the
diseases which afflicted the prisoners. The bread was also
bad and full ofliving vermin, but they were reduced to eating
it, worms and all, or starve.” [Dandridge, Danske, American

Prisoners of the Revolution, The Michie Company, Char-.

lottesville, Va., 1911, p. 492-493:]

“The men were crowded in these small vessels under
conditions which pass belief. They suffered untold misery.
and died by hundreds from lack of food, from exposure,
smallpox and other dreadful diseases, and from the cruelty

66 National

of their captors. The average death rate on the Jersey alone
was ten per night. A conservative estimate places the total
number of victims at 11,500.” We now quote from a Tory, a
former Royal official in New York, who was outraged at
Loring’s venality and the disgrace it heaped on the British
cause. [Jones, Thomas, Justice of the Supreme Court of the
Province, History of New York During the Revolutionary
War, and of the Leading Events in the Other Colonies at the
Period, Edited by Edward Floyd de Lancey, New York His-
torical Society, New York, 1879, p. 351-352:]

“Upon the close of the campaign, in 1776, there were not
less than 10,000 prisoners, (sailors included) within the Brit-
ish lines at New York. A Commissary of Prisoners was there-
fore appointed, and one Joshua Loring, a Bostonian, was
commissioned to the office. . . . In this appointment there
was reciprocity. Joshua had a handsome wife. The General,
Sir William Howe, was fond of her. Joshua made no objec-

Among the Bank of Boston’s
original stockholders and
depositors was Joshua Loring, who
made his money by appropriating
to himself the rations allowed to
American prisoners of the British
during the Revolution, starving
hundreds of them to death. Others
were George Cabot, Stephen
Higginson, and Thomas Handasyd
Perkins, dealers in opium to China.

tions. He fingered the cash, the General enjoyed Madam.
Everybody supposing the next campaign (should the rebels
even risk another) would put a final period to the rebellion,
Loring was determined to make the most of his commission,
and by appropriating to his own use nearly two-thirds of the
rations allowed to the prisoners, he actually starved to death
about 300 of the poor wretches before an exchange took
place. . . . And hundreds that were alive at the time were so
emaciated, and enfeebled, for the want of provisions, that
numbers died on their way home, and many lived but a few
days after reaching their habitations. The war continuing, the
Commissaryship of Prisoners grew so lucrative that [com-
missaries were appointed for French, Spanish and Dutch
prisoners] . . . the prisoners were half starved, as the Com-
missaries filched thier provisions and disposed of them for
their own use . . . whenever an exchange was to take place,
the preference was always given to those who had, or could
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procure, the most money to present to the Commissaries who
conducted the exchange; by which means large sums were
- unjustly extorted, and demanded, from the prisoners upon
every exchange, to the scandal and disgrace of Britons. . . .
[These] blood-sucking harpies did not swallow up less than
twenty millions sterling of the money raised by Great Britain
for the support of the American War.”

I1. The syndlcate

Among the original depositors and stockholders of the
Bank of Boston were George Cabot, Stephen Higginson, and
Thomas Handasyd Perkins, whose families formed a syndi-
cate under Perkins’ leadership—known familiarly as The
Boston Concern—to sell opium to China. The Bank served
permanently as the syndicate’s depository. The particular
syndicate employee who concerns us here is Joseph Cdolidge
(1798-1879).

In 1833, Joseph Coolidge was sent to India to arrange for
the shipment and smuggling to China of Indian opium, as
opposed to the Turkish drug which the Bostonians had earlier
pushed. With Coolidge’s connections, the Boston Concern
became increasingly involved as mere commission agents for
British opium dealers, particluarly Jardine, Matheson & Co.

Coolidge set.up a new firm—Augustine Heard and Co.,
on Jan. 1, 1840—which acted as a front for Jardine, Mathe-
son while that and other British firms were blocked by Chinese
opium-fighters; Coolidge reported that the Jardine “commis-
sion business”'was worth “much over $10,000,000 a year.”

With this astonishing fortune, made as a “branch man-
ager” for the British criminal syndicate, the Coolidges later
-expanded their horizons from Asia to Latin America.

Just after the 1896 U.S. presidential election, Massachu-
setts Sen. Henry Cabot Lodge (whose personal secretary was

a Coolidge) recommended to President-elect William Mc-

Kinley the appointment of gangster Joseph Coolidge’s son,
Thomas Jefferson Coolidge (1831-1920), as the U.S. Sec-
retary of the Navy. McKinley said no. Cabot Lodge came
back with the request that young Theodore Roosevelt be
appointed assistant secretary of the navy, to which McKinley
agreed. Soon thereafter, Assistant Secretary Teddy Roose-
velt ordered ship movements that precipitated the Spanish-
American War. Immediately, Thomas Jefferson Coolidge
founded a new firm, the United Fruit Company, to acquire
for the Boston syndicate great tracts as quasi-colonial plan-
tations from lands made available by the war in the Caribbean
and Central America.

The Philippines was among the territory the United States
had won from Spain, and Gen. Arthur MacArthur, Douglas
MacArthur’s father, stayed on as U.S. commander to help
the Philippines on the road to modernization and: indepen-
dence as a U.S. ally. But Thomas Jefferson Coolidge’s sec-
retary, his nephew Archibald Cary Coolidge (1866-1928),
went with the Taft party to the Philippines in 1905-06, start-
ing an insane “cvolonial’f faction within American diplomacy
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in Asia which continues today, in the efforts of certain State

Department figures to give the Philippines away to the Sovi-

ets. .

In the 1920s, while Archibald Cary Coolidge and others
founded the Council on Foreign relations, Thomas Jefferson
Coolidge ITI merged the family’s Old Colony Trust Company
with the syndicate’s bank, the Bank of Boston; he became
vice-president and a lifetime director of the bank. (Distant
cousin Calvin Coolidge had moved from Vermont to Boston
to be closer to the family trough, became governor of Mas-
sachusetts, and then 1920s President of the United States).

At the close of World War II, the Bank of Boston’s
primary owner-family figured in one of the saddest and ulti-
mately most disastrous episodes in American diplomatic his-
tory. American, British, French, and Japanese forces were
sorting themselves out for the Japanese surrender in South-
east Asia, in the former French Indochina. The Viet Minh—
Ho Chi Minh and the Vietnamese nationalists—were trying
hard to get American help to obtain their independence, after
fighting the Japanese, rather than be handed back to the
broken French Empire. This was before their movement was
owned by the Communist bloc.

At that time, Harold Jefferson Coolidge II, great grand-
son of opium-millionaire Joseph Coolidge, nephew of Ar-
chibald Cary Coolidge, and a former zoologist on a Teddy
Roosevelt Indochina expedition, was a top Asian section
officer for the Office of Strategic Services (OSS). Rather than
pursue the independent interests of the United States—as
President Franklin Roosevelt had wanted to do, to promote
independent nations as American allies—the syndicate co-
lonialists acted on the premise that American repubhcamsm
had no future in the world.

A French police officer turned over to Harold Coolidge’s
employee in Vietnam, young Office of Strategic Services
(intelligence agency) Captain Joseph Coolidge, his Harvard-
graduate cousin, a list of Viet Minh cadres in hiding. Captain
Coolidge gave this list to the British Intelligence officials in
the area, whereupon British commander Gen. Douglas Gra-
cey armed and deployed the Japanese-disarmed French mil-
itary to hunt down and murder all the Vietnamese nationalists
they could find. France temporarily retook Indochina, but
America was disgraced there and was the big loser.

After the French collapse in 1954, American allies man-
aged to salvage South Vietnam. But in 1963, U.S. Ambas-
sador Henry Cabot Lodge, grandson of the senator, orga-
nized the coup that led to the assassination of American ally
President Ngo Dinh Diem, and the ensuing succession of
South Vietnamese regimes was unable to stem the Russian-
backed tide. .

Boston’s “First Families” have had a rather consistent
attitude toward the United States of America since their side
lost the American Revolution. It should not be surprising,
therefore, if their bank should do things that cause misery in
this country.

t
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COngreSSional Closeup by Ronald Kokinda and Susan Kokinda

F ederal insurance programs
near bankruptcy

Congress has been told that unless it
comes up with somewhere between $8
and $12 billion, the Federal Savings
and Loan Insurance Corporation is in-
solvent.

Testifying before the House Bank-
ing Subcommittee on Institutions, Ed-
win Gray, chairman of the Home Loan
_ Bank Board, acknowledged that the

FSLIC is faced with bankruptcy. Ef-
fective funds in hand are $3.2 billion,
while obligations to cover all thrifts
now considered insolvent would cost
some $15 billion.

To avoid the consequences, the
bank has simply not acted to protect
depositors in several cases, because it
would not have the insurance money
required to deal with the insolvency.

Gray has asked for recapitalizing
of the insurance fund with $8.5 billion
in new money. He proposes to raise
this by a 1% surcharge on the assets of
the nation’s thrifts. By his own admis-
sion, 50-100 banks would go under if
they had to come up with that amount
of cash. Overall, it is estimated that
between 150 and 300 S&Ls are insol-
vent.

Gray’s testimony follows earlier
reports on the state of the nation’s Farm
Credit System. To cover the conser-
vative estimate of $11 billion in bad
debt, the system requires an immedi-
ate infusion of some $10 billion.

Baker: billions

for debt, nothing for U.S. .
The true insanity of Paul Volcker’s
debt policies were displayed on Capi-
tol Hill in mid-October, as congress-
men, whipped up into a domestic
budget-cutting frenzy by Volcker,

Treasury Secretary James Baker, and
others, were suddenly told by Baker
that billions were needed for supra-
national  financial  institutions.
Congressional nerves, already badly
frayed over the ‘“balanced-budget”

~ fight, were left traumatized.

Baker, in an appearance before the
House Banking Committee on Oct. 15,
demanded that Congress put u p major
funding increases for the World Bank
to permit it to play a greater role in the
global debt crisis.

- Having spent several intensive
weeks being re-programmed around
an austerity budget, congressmen re-
portedly “reacted harshly” to Baker’s
proposal for opening the money spig-
ots fora U.N. agency. A mild, public
form of this came from Committee
Chairman Fernand St Germain (D-
R.L):

“I ask you, what worthy domestic
programs will have to be cut in order
to balance the budget, and support the
administration’s newest International
Monetary Fund-World Bank funding
request? I assure you that the Congress
will never allow domestic programs to
take a back seat in the budget pro-
cess.” :

Strategic defense
survives House test
The House and Senate are struggling
to complete their annual appropria-
tions bills, which provide the funding
for programs which have already been
approved. Over the week of Oct. 21,
House liberals, led by Rep. Vic Fazio
(D-Calif.), mounted an attack on the
funding for the Strategic Defense Ini-
tiative.

The previously approved funding
was $2.5 billion, but Fazio wanted to

cut the appropriation to $1.9 billion.
The administration had orlgmally
asked for $3.7 billion.

The White House mounted a vig-
orous counterattack two days before
the House vote. President Reagan,
Secretary of Defense Weinberger, SDI
chief Lt.-Gen. James Abrahamson,
and others were called upon to argue
the case for the approved funding.

Their principal argument was that
any cuts would weaken the Presi-
dent’s position at the forthcoming
summit. The arguments prevailed, and
the committee voted up the $2.5 bil-
lion funding by 31 t0 23. -

The SDI opponents, however, in-
sist that they will continue their fight
to destroy the program before the full
House.

Nitze, Sofaer testify - .
on ABM Treaty

‘State Department Counsel Abraham

Sofaer told House Foreign Affairs
Committee hearings on the “proper”
interpretation of the ABM Treaty, that
the United States can develop and test
strategic systems based on _‘“other
physical principles.” The treaty only

‘bans the deployment of such systems.

In studying the ABM Treaty, So-
faer told the committee Oct. 22: .

“I reached the firm conclusion that,
although the U.S. delegates initiz‘tlly
sought to ban development and test-
ing” of exotic weaponry, “the Soviets
refused to go along andno such agree-
ment was reached.”

Testifying with Sofaer, who_had
previously endorsed the findings of a
new Pentagon study which maintains
that the “Agreed Statement D” to the
ABM Treaty, clearly permits the re-.
search, testing, and development of
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advanced defensive technologies, was
senior arms-control adviser Paul Nitze.
Nitze delivered the official State De-
partment line on the issue.

While a broader interpretation of

the treaty is “fully justified,” he said,

this is 3 “moot point” because the SDI
“research program has been struc-
tured, and, for solid reasons, will con-

tinue to be conducted, in accordance

with a restrictive interpretation of the
treaty’s obligations.”

‘In response to questions from the
panel, Nitze said that the SDI “re-
search program is not on the [arms
negotiating] table. But with respect to
other aspects, of course, they are on
the table.” v

While espousing the State Depart-
ment’s line on the ABM Treaty, Nitze
also rejected a proposed amendment
by Rep. Norm Dicks (D-Wash.) that
would have given the “restrictive in-
tepretation” of the treaty the force of
law.

“If the Congress limits the execu-
tive branch, then it is not necessary for
the Soviet Union to make ‘any trade
with the United States with respect to
these things,” he said.

Senate votes to delay
Jordanian arms sale
By a vote of 97-1, the Republican-
controlled Senate voted to put off any
consideration of the sale of defensive
weapons to Jordan until March 1, un-
less Jordan begins direct peace nego-
tiations with Israel before that date.
The proposed delay was designed
by Senate Foreign Relations Chair-
man Richard Lugar (R-Ind.), on be-
half of the GOP leadership, after 74
senators had registered their opposi-
tion to the administration request.

“A vote of disapproval was going
to occur,” Lugar said after the vote.
“To the extent that bad things didn’t
occur and good things could still oc-
cur, I think we’re all a whole lot better
off, including the king.”

King Hussein, however, called the
delay “totally ‘unacceptable. One
wouldn’t like to use the word black-
mail, but its totally unacceptable. Ob-
viously, it’s not a way to deal with
problems among friends.”

House opponents of the arms deal,
who have 273 cosponsors of a resolu-
tion of disapproval, suggested that the
House may go ahead with a flat-out
rejection of the sale.

The stand of the lawmakers re-
flects the action of the Zionist Lobby
on Capitol Hill, which has sought to
use the sale to, indeed, blackmail Jor-
dan into accepting the proposals of Is-
raeli Premier Shimon Peres for direct
peace talks excluding the Palestine

- Liberation Organization—and there-

fore, any prospects of peace. King

Hussein has rejected Peres’s proposal.

Deep cuts by House;

Senate to act soon

Gripped by the deficit-mania that has
seized Capitol Hill, the House voted
up athree-year package of budget cuts
by a vote of 228-199, largely along
party lines. , ‘

The bills are part of a “budget rec-
onciliation” process whereby the two
houses of congress are to pass spend-
ing bills that comply with congres-
sional budget targets previously en-
acted.

The House bill calls for $78 billion
in cuts through fiscal 1988. A list of
the affected programs gives a good
idea of the extent of IMF-style auster-

ity now being applied to federal pro-
grams. The House bill would freeze
federal civilian workers’ pay for a year,
cut some housing programs, impose a
means test on certain medical aid for
veterans, reduce highway spending,
increase federal insurance costs for
some private pension plans, require
financial-need analysis for guaranteed
student loans, abolish the Synthetic
Fuels Corp., slow the fill-rate for the
strategic energy reserve, cut small-
business programs, and end revenue-
sharing for local governments next
year.

For both House and Senate, most
of the real savings would come from
curtailing annual appropriations, in-
cluding defense spending.

Senate votes for
protectionism in textiles

The Senate, by a 54-42 vote, has
passed amendments that would curtail
imports of shoes and textiles. The votes
came on amendments attached to aus-
terity measures being considered by
the Senate as part of the budget rec-
onciliation process.

The textile provision would re-
duce imports from the leading textile
suppliers—South Korea, Taiwan, and
Hong Kong—by as much as 30% and
freeze imports from other textile-pro-
ducing nations at 1984 levels. The
footwear provision woulds limit an-
nual imports at 60% of the U.S. mar-
ket for eight years.

According to spokesmen, the
American textile industry has lost
350,000 jobs over the past five years.
The congressional response has been
to blame foreign competition rather
than Federal Reserve usury and the
overpriced dollar.
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Judge throws out

anti-nuke referendum

A Staten Island Supreme Court judge on
Oct. 23 ruled that a referendum barring a
nuclear-capable navy base on New York
City’s Staten Island is unconsitutional and
ordered it off the ballot.

The referendum would have amended
the City Charter to bar New York from sell-
ing or leasing its land for storing nuclear
weapons.

Judge Charles Kuufner wrote in a 19-
page decision: “The City of New York alone
should not be permitted to compel the Navy
to change its decisions as they relate to mil-
itary strategy.”

Councilman Frank Fossella who insti-
gated the challenge to the referendum said,
“We are doing the right thing for the city;
we share in the nation’s benefits, we should
share in its defense.”

The authors of the referendum are ap-
jpealing the decision, and claim that they are
‘prepared to carry their appeal to the Su-
preme Court.

|
Prince Charlie

in controversy

A Nov. 12, $10,000-per-couple dinner in
honor of Prince Charles and Princess Di’'s
visit to Palm Beach, Florida has set off a
major controversy in the Florida city be-
cause the beneficiary of the dinner will be
Armand Hammer’s United World College
of the West in Montezuma, New Mexico.

The Liberty Lobby has sent a letter to
thousands of Palm Beach residences calling
“Comrade Armand Hammer” a “Soviet
agent.” The Palm Beach Post ran an edito-
rial in Hammer’s defense, claiming, “Com-
monsensesuggeststhatif Dr. Hammer were
the traitorous villain the letter writer made
him out ot be, he would have been discred-
ited long ago.”

Other Palm Beach citizens, including
former Mayor E. T. Smith, are angry be-
cause none of the money from the dinner
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will benefit Palm Beach.

" The prince has long been involved with
Hammer in the United World Colleges
movement, which was originated by Lord
Mountbatten, who was the prince’s chief
mentor. Charles attended the opening cere-
monies of the New Mexico college, the first
branch in the United States, in October 1982.
The school features a “back to nature” ap-
proach characteristic of the Nazi movement
and the Royal Family’s interests in general.

——

McNamara jargon
is now ‘de-implemented’

Lieutenant-Gen. Robert M. Elton has sent a
memo to all Army installations forbidding
the use of McNamarra-esque jargon when
referring to military rank.

For example, the term “service mem-
bers,” used torefer to members of the armed
forces, General Elton said, is “a vapid con-
struct which evokes sensings of computer
jargon ciphers; or worse, an eight-hour per-
day ‘employee’ of the U.S. government.

“We want soldiers to percieve them-
selves as soldiers, with all the values that
term implies. The term ‘soldier’ has con-
notations of valor, duty, honor, sacrifice:
noble values of a noble profession.”

Hospital let .
disabled babies die

Four medical-rights groups filed a $30 mil-
lion lawsuit on Oct. 3 against Oklahoma
Children’s Memorial Hospital, charging
“life-threatening discrimination” and claim-
ing that doctors there “deliberately” allowed
24 disabled newborns to die, while provid-
ing 36 others with superior treatment.

The allegations are based on an October
1983 Pediatrics article written by four doc-
tors and a social worker who were then
members of the Childrens’ Memorial team
treating infants with spinal bifida.

The authors said that, from 1977 to 1982,
they used a “selective process” to recom-
mend “vigorous treatment” for 36 spina bi-

fida newborns, and “supportive care” for 33
others. Of the 36, all survived the disease
(one died in a car crash). But of the 33 oth-
ers, 24 died within six months.

The authors used the phrase “quality of
life” in the article, saying that such factors
as the financial contributions that the new-
born could expect in the future from the
family and society were taken into consid-
eration in deciding on treatment. __

Budget cuts to harm

African relief

Representative Tony Hall (D-Ohio), a.
member of the House Select Committee on
Hunger, said on Oct. 23 that Congress’s
budget-cutting may leave little money for
famine relief efforts to Africa.

He predicted that money will be sharply
reduced. “I’'m very concerned because of
the large deficits and some of the kinds of
packages that are going through Congress
now, like the Gramm-Rudman amendment.
The kind of supplemental aid we were able
to produce this year, which was large quan-
tities of money to meet this great famine,
just might not be there.”

Judge denies request

for euthanasia

A Massachussetts probate judge on Oct. 22
denied a family’s requests to withdraw food
and water from a comatose patient.

Judge David H. Kopelman issued an in-
junction blocking either the removal or the
clamping of a feeding tube which is provid-
ing nourishment to Paul Brophy, a fire-
fighter who suffered severe brain damage
from a broken blood vessel during surgery
in 1983. i

The judge said it would be “ethically
inappropriate to cause the preventable death
of Brophy by the deliberate denial of food
and water,” Brophy’s wife has asked the
court’s permission to have the feeding tube
removed.

Judge Kopelman reinstated orders that
no special measures should be taken to keep
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him alive. However, he enjoined Mrs. Bro-
phy from removing her husband to another
nursing home as a patient so that the feeding
tube could be removed. He said that the
legislature and not the courts should decide
the issue.

Democratic committee
proposes changes

The Democratic Party’s bizarrely misnamed
“Faimess Committee” on Oct. 17 moved to
expand the role of ¢lected officials and party
leadérs in the presidential nominating pro-
cess.

The Commission proposed the creation
of 200 new national delegate slots for Dem-
ocratic governors, members of Congress,
and Democratic National Committee mem-
bers. The Commission also proposed low-
ering to 15%, from 20%, the threshold of
votes a candidate must obtain in presidential
caucuses and primaries to qualify for a pro-
portional share of the state’s delegates.

The proposals still have to be approved
by the Democratic National Committee,
which meets in January.

Ads support
President’s SDI

Lieutenant-Gen. Dann'y Graham’s latest op-
eration, the Coalition for the Strategic De-
fense Initiative, has launched a multimil-
lion-dollar TV campaign to generate sup-
port for the President’s SDI program. An ad
featuring a little girl in a child-like drawing
being defended by an SDI shield aired on
Oct. 21 on the CBS and ABC Washington
affiliates.

Graham told a press conference that the
coalition has raised $175,000 to pay for the
SDI ads in D.C., and plans to raise $1.7
million to show a dozen 30-second ads -in
the nation’s top 20 media markets between
now and the Nov. 19 summit.

The purpose of the ads is to counteract
pressure on Reagan to give up the SDI or
adhere to a restrictire interpretation of the
ABM treaty. The coalition wants 50% of
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Americans to view the commercial at least
four times.

In the ad, incoming missiles “plink”
harmlessly off a peace shield protecting a
house, trees, car, and stick figure people.
The shield then turns into a rainbow.

Asian crime syndicates

invade United States

On Oct. 14, at a Washington, D.C. seminar
for members of the International Associa-
tion of Chiefs of Police, Charles W. Gianet-
ti, supervisory agent in the Federal Bureau

*of Investigation’s (FBI) organized-crime

section in Washington, D.C., told Ameri-
can law-enforcement officers that Asian or-
ganized-crime networks are becoming a na-
tional problem.

Chinese, Taiwanese, Japanese, and Ko-
rean crime syndicates are now engaged in
such lucrative illicit activities as narcotics,
gambling, and prostitution. Gianetti identi-
fied New York, San Francisco, and Toronto
as hubs of Chinese activity, while Chinese
“Tongs” operate in major cities along the
West Coast and in San Antonio, Denver,
and New York.

The Japanese criminal syndicates, com-

monly referred to as the Yakuza, have gained
a toehold on the West Coast and in Hono-
lulu, Hawaii. Gianetti said that Houston,

Texas is a “main operating point” for the . -

ethnic Vietnamese gang called the Thunder
Tigers, and the Taiwanese gang known as
the Bamboo Union, adding that both had a
reputation for violence.

“Our sources tell us the Vietnamese are
the most violence-prone of all the Oriental
gangs,” said Gianetti, adding that, “The
Chinese and Japanese gang members are
usually hesitant to pull a gun on a cop, but
the Vietnamese gangs aren’t and, for that
reason, are very dangerous,” he said.

In the case of the Vietnamese criminal
syndicates, Gianetti reported that they ex-
tortmoney by using the excuse of collecting
funds to arm anti-Communist guerrillas to
liberate Vietnam. “They will say they are
going to send the money to camps in Thai-
land, but it’s just a way to prey on the Viet-
namese communities in various cities,” Gi-
anetti said. '

| Briéﬂy |

@® DON REGAN will will become
the new chairman of the Federal Re-
serve when Paul Volcker steps down,
White House sources say. “Every-
body will deny it when you ask about
it, but the deal is set in.cement and
it’s going to happen,” the Washing-
ton Times quotes+a “source” as say-
ing. But other sources say that Drew
Lewis will succeed Volcker.

@ SAN FRANCISCO attempted to
close 14 bathhouses frequented by
homosexuals, but lost the court case.
The court decided that the closure
would constitute a violation of the
constitutional rights of the owners and
patrons, and presumably, of the AIDS
virus.

@ DAVID ROCKEFELLER and
Amaud de Borchgrave, editor-in-
chief of the Washington Times, were
invested with the Order of Hilal-i-
Quad-i-azam, “the founder’s cre-
sent,” at Pakistan House in New York
City on Oct. 21. Prayers were said -
and passages from the Koran were
read. Eachreceived a sash and parch-
ment from Pakistani President Zia ul-
Haq.

. @ HUSTLER magazine went on

trial on Oct. 21 in Houston federal
court, accused of provoking a 14-year-
old boy into killing himself while at-
tempting masturbation with a noose
around his neck. The boy was found
with a copy of Hustler at his feet,
open to the article titled “Orgasm of
Death,” part of a series called “Sex-
play.” Hustler called these “inform-
ative articles.”

@ GOP MAYORAL candidate in
New York City Diane McGrath called
for an end to bi-lingual educationand
for re-centralization of New York
public schools on Oct: 22. McGrath
asserted, “Fluent English is absolute-
ly essential for students who wish to
progress in society. Bilingual educa-
tion is disastrous for the very children
it is intended to serve” in that it en-
courages foreign-born students not to
learn English.
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Editorial

Justice for Indira Gandhi

Itis now a yearand a day since Indira Gandhi, the prime
minister of India, was killed on Oct. 31, 1984. In Oc-
tober, an explosive new book—Derivative Assassina-
tion: Who Killed Indira Gandhi?—was released, writ-
ten by the editors of Executivelntelligence Review, and
publishing the results of our eleven-month investiga-
tion of that crime. The investigation proves definitively
that Indira Gandhi’s assassination was the result of a
conspiracy among British intelligence services; the Is-
raeli secret intelligence agency, the Mossad; and the
Soviet Union.

It also points to the complicity in the Sikh terrorist
movement of the U.S. Federal Bureau of Investigation,
the Anti-Defamation League of B’nai B’rith, and the
Heritage Foundation.

“The murder of Prime Minister Indira Gandhi,”
states Lyndon H. LaRouche, Jr., EIR contributing ed-
itor, in the book’s preface, “was organized by a very
special variety of intelligence organization, an organi-
zation of a type known to insiders of the intelligence
craft as a ‘derivative operation.’ Derivative operations
are a special kind of organization, which has grown out
of the underworld of ‘back channels’ which thrive in
the cracks between the Western and Soviet bloc intel-
ligence services.”

The starting point for EIR’s explosive investigation
is the figure of Jagjit Singh Chauhan, so-called Presi-
dent-in-exile of Khalistan, and resident of Redding,

England. The results submitted are based upon detailed’

interviews with Chauhan and those he has named as his
sponsors, including officials of the British government,
of the Canadian government, the Heritage Foundation,
and the Anti-Defamation League.

Derivative Assassination exposes the role of Chau-
han’s chief sponsor in the United States, Jon Speller,
of Robert Speller and Sons Publishers. Speller’s key
role in the assassination is his functioning as an inter-
face between British, Soviet, and Israeli intelligence
services. The book also exposes Chauhan’s chief back-
er in Great Britain, Lord Nicholas Bethell, head of the
Commlttee for a Free Af, ghamstan through which, it is

believed, arms are funneled to the Sikhs in Punjab.

Derivative Assassination contains a thorough ex-
amination of the command structure and support appa-
ratus for the World Sikh Organization, the separatist
outfit founded in New York City-in July 1984 which
controls the Sikh terrorist apparatus with the aid of the
Israeli Mossad, from Canada and the United States.
The links between the World Sikh Organization and
terrorism in Punjab are also exposed.

Within India, the history of the Sikh separatist
movement and its terrorist organizations, the Dal Khal-
sa, the Babbar Khalsa, and the Dashmesh Regiment,
are traced through their emergence from the Ghadar
Party of the Communist International, sracing the con-

" tinuing Russian control over insurgency in the Punjab

to this day, including the assassin Beant Singh. The -
book contains a thorough documentation of continuing
Soviet operations against India.

Indira Gandhi was killed, the book shows, not only
because she was the leader of the great nation of India,
buteven more significantly, in order to remove herfrom
the role of an international statesman leading the fight
for a new and just international monetary system and-
for world peace. The murder of Indira Gandhi was a -
precondition for the realization of the New Yalta deal
between Moscow and the oligarchical forces of the
West.

The strategic framework for the assassination was
laid by the failure of U.S. foreign policy toward India,
a failure directed by Henry A. Kissinger, whose ani-
mosity toward Indira Gandhi is no secret. The signals

~ forthe assassination came in September 1984 from both

British and Soviet intelligence.

The book is a reflection of the commitment of the
people who love and respect Indira Gandhi, that the
intent of her murderers to destroy the great Indian na-

_tion, and split it up into many fighting separate entities,
will be condemned to fail. We also pledge that one of

her last initiatives, the call to conduct a heads-of-state
summit to solve the debt crisis, and to establish a just
New World Economic Order, will be realized soon.

72 National

EIR November 1, 1985




T@\ Special Reports

THE SCIENCE
OF STATECRAFT

Strategic Studies by Lyndon H. LaRouche, Jr.

Operation Judrez. LaRouche’s famous analysis of the Ibero-
American “debt bomb”"—a program for continental integra-
tion. Order #82010*. $100.

A Conceptual Outline of Modern Economic Science. Or-
der #82016. $50.

Religion, Science, and Statecraft: New Directions in
Indo-European Philology. Order #83001. $100.

Saudia Arabia in the Year 2023. The thematic task of the
Arab world in the next four decades: conquering the desert.
Order #83008. $100.

The Implications of Beam-Weapon Technology for the
Military Doctrine of Argentina. Order #83015. Was $250.
Reduced price: $100.

The Design of a Leibnizian Academy for Morocco. Order
#83016. Was $250. Reduced price: $100.

Mathematical Physics From the Starting Point of Both
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