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The 60% collapse in the world oil price between January and March has destabilized the international 
financial system, and accelerated the impetus toward what has been called, "a new depression, on top of 
the present depression." 

What should be done? The answer is simple. Impose an emergency oil import tariff now. The free­
marketeers, and their Soviet friends, will scream about it, but the measure is the most readily available 
alternative to halt the unraveling of the bankrupt international and national financial system. . 

Did you know that ... 
• $250 billion of U.S. banks' domestic assets 
will go bad, in the wake of the collapse of oil 
prices since November 1985. The crash will by 
no means be limited to banks' loans to energy 
companies. 
• Conditions have been set for a general 
panic among savings-bank depositors, 
whose $1.2 trillion in deposits lack federal 
insurance backing. 

• The U.S. is on the verge of a revolution in . 
medical technology. But the Gramm-Rudman 
budget-cutters and Washington cost- . 
accountants threaten to keep these technologies 
from being introduced, and are "reforming" the 
Medicare and medicaid system into a means for 
wholesale euthanasia against America's sick 
and elderly. 

Since the fall of 1979 Lyndon LaRouche's forecasts have established a record unparalleled in accuracy 
by any other economic forecasting service in the nation. Data Resources International and Chase 
Econometrics proved unable, in the fall of 1979, to correctly forecast the consequences of the credit 
policy then being initiated from the Federal Reserve by Paul Volcker. LaRouche did, in the EIR 
Quarterly Economic Report. Those agencies, and their co-thinkers, have been repeatedly exposed as 

-

incompetent bunglers, while the LaRouche record has bee� maintained. 
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From the Managing Editor 

T his week's Feature, "Corazon Aquino's first 100 days," is a 
striking confinnation of the accuracy of EIR' s lpng-standing warn­
ing-alone among the Western news media-that the State Depart­
ment-sponsored destabilization of the Philippines government of 
President Ferdinand Marcos would force that al$ed country into the 
Soviet sphere of influence. We wish we had been wrong, and that 
the "February Revolution" had brought the improvements in political 
and economic life that Mrs. Aquino's supporters hoped for; but 
events abundantly bear out our evaluation. . 

As Paul Goldstein reports in his eyewitness account of the coup 
against Marcos (pages 30-31), many Filipinos c*ught up in the anti­
Marcos frenzy genuinely hoped to improve the situation in their 
country, but refused to recognize the intention of the International 
Monetary Fund and allied forces to destroy the economic achieve­
ments and programs of the Marcos government. These individuals 
reacted in shock, when they learned that Cory Aquino had brought 
the same IMF stooges right back into the cabine�. 

In the United States, many who initially opposed the destabili­
zation of an American military ally were then bombarded with pro­
paganda from the news media about Imelda Mareos' s wardrobe and 
the "crimes" of the Marcos regime, and concluded that perhaps the 
destabilization of the Philippines had been necessary after all. 

Our report should serve as quite a shock. 
It was prepared by a team of experts including Contributing 

Editor Uwe Henke v. Parpart, who has made numerous trips to the 
Philippines before and after the coup, including meetings with Pres­
ident Marcos and other top officials; Asia Editor Linda de Hoyos; 
Counterintelligence Editor Paul Goldstein; and counterintelligence 
specialist Al Douglas. 

The State Department, the International Monetary Fund, and 
allied forces are now perpetrating a similar des�ilization of other 
U.S. allies, notably Panama, Mexico, and South Korea. We refer 
the reader to EIR's "White Paper on the Panama Crisis: Who's Out 
to Destabilize the U. S. Ally, and Why," for the documentation 
required to prevent a tragic replay of the Philippines "revolution." 
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Dollar depression: Volcker 
takes. slower kind of poison 
by David Goldman 

The largest-ever u.s. corporate bankruptcy, the second-Iarg­
est-ever U.S. bank failure, and the second-worst quarter ever 
suffered by a U.S. bank were reported in the week following 
the Federal Reserve's July 9 reduction of its discount rate to 
6%. 

Apart from the worst week of financial news in U.S. 
history, the stock market had just fallen by a hundred points, 
the Fed had announced a 1% combined May-June drop in 
industrial production, and the Commerce Department re­
ported falling business sales, lower housing starts, and as­
sorted other bad news. 

Within 10 days of the July 6 stock-market crash, when 
the Dow-Jones industrial average lost 3.2% of its total price, 
or $48 billion in paper values, the Reagan administration's 
''recovery'' myth vanished in smoke. 

A $220 billion deficit 
The worst news, overshadowing the $8 billion failure of 

LTV Corporation, regarded the federal government's own 
finances: the Office of Management and Budget predicted a 
$220 billion budget deficit for the fiscal year ending next 
Sept. 30, $50 billion more than the previous estimate. As 
E1R warned in its July 11 issue, such an estimate could hardly 
be suppressed, after the Treasury showed a $39.2 billion 
deficit during the single month of May; the actual deficit is 
more likely to be in the range of $270 billion, as the financial 
collapse takes its toll. 

These developments, known in advance to federal regu­
lators, make transparent the pressures upon Federal Reserve 
chairman Paul Volcker that caused him to throw caution to 
the winds, and unilaterally reduce U. S. interest rates, despite 
the weakness of th� dollar on foreign markets. 

4 Economics 

For the past year, Volck�r has warned, and with reason, 
that a reversal of the $150 �illion flow of capital into the 
United States each year could collapse American securities 
markets, raise U.S. interest tates, and shatter what is left of 
the U. S. economy. His post-1979 policies are responsible for 
this predicament, in which the United States must borrow 
$60 billion of Japanese ex�rt earnings, $10 billion of Eu­
ropean trade surplus, and $�O billion of narcotics revenues 
or other flight capital lodged �n Swiss bank accounts, in order 
to pay for the one-sixth of toq.I domestic consumption which 
we import (net) from other n,tions. 

With the dollar down 34% against the Japanese yen, and 
marginally less against the German mark, since the Group of 
Five met last September, Volcker's fears are well justified. 
A turning point of sorts occQlTed in May, when Wall Street 
bond traders re-programme4 their display screens to show 
the Japanese yen rate, fearing that a pullout of Japanese funds 
in the U.S. government sec1¢ties markets would produce a 
bond market crash. No such withdrawal of Japanese invest­
ment occurred, for the simple reason that Japan's Prime Min­
ister Yasuhiro Nakasone, and Japan's elite in general; want 
nothing less than they want a destabilization of the American 
economy. 

But another turning poi+t occurred at the end of June, 
when most of the officials Who prepared the May 5 Tokyo 
Summit meeting of indus� nations, gathered in Zurich to 
review the prospects for international cooperation on ex­
change rates, supposedly maildated by the Summit. As E1R' s 
William Engdahl reported, the shabby nature of the Tokyo 
declaration was painfully evident in the remarks of govern­
ment officials speaking under less-formal circumstances. 

The issue under debate is istraightforward: Without a sharp 
i 
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reduction in U.S. interest rates, the financial crash will im­
mediately spread to the overbuilt, over-leveraged real-estate 
market, already crumbling at its weakest points in the oil­
patch. At least $250 billion of debt attached to commercial 
real estate alone, more than lbero-American nations owe to 
U.S. banks, is already endangered, EIR's most recent Quar­

terly Economic Report estimates. 
However, a sharp reduction in American interest rates, 

while taking pressure off U.S. financial institutions in the 
very short term, is precisely the stuff that currency crises are made of. The Federal Reserve's half-point reduction in the 
discount rate is far less than what the urgency of the domestic 
financial crisis demands; but even that was sufficient to push 
the dollar down to an all-time low of about 157 yen in Tokyo, 
and a five-year low of about DM 2.15 in Frankfurt. 

The dollar's decline so far has been gradual rather than 
chaotic, but the threat of a crash is brought closer by every 
notch downwards. 

The Fed's only hope of postponing a crisis has been, since 
. the beginning of the year, to persuade the Germans and Jap­
anese to inflate their currencies along with the dollar, through 
so-called coordinated reductions in interest rates. In effect, 
. the Fed has asked America's major trading partners to mort­
gage their own national currencies to bail out the U.  S. bank­
ing system. 

The Germans and Japanese agreed to one round of inter­
est-rate reductions in March, but balked at the second. The 
American delegation to the Tokyo Summit in May came back 
to them with an astonishing scheme: to authorize the Inter­
national Monetary Fund to fix a set of indicators which would 
compel national monetary authorities to alter their policies. 
Drawn from the most egregious of the Trilateral Commis­
sion's "world central banking" plans of the early 19708, the 
Treasury scheme met with restrained outrage at Tokyo: Cer­
tainly, replied the Germans, we would like to see such a set 
of indicators, but it will take years to determine what they 
might be. 

Meanwhile, German Treasury spokesman Hans Tiet­
meyer warned (according to his handwritten notes on the title 
page of his written presentation at Tokyo) the United States 
that the problem was not currency instability, i.e., the dol­
lar's looming collapse, but the fact that the United States 
chose to run impossibly large budget and current-account 
deficits. 

Germany's anger at the Treasury's outrageous suggestion 
has two components. In truth, there is no reason why West 
Germany should mortgage its national currency to pay for 
the blunders of American bankers. More ominously, control 
of the West German Bundesbank has shifted to the Munich­
Venice financial axis, which favors political decoupling of 
Western Europe from the United States. When Germany's 
largest insurance company, Munich's Allianz Versicherung, 
bought control of the Venetian insurance giant Riunione Ad­
riatica di Sicurta (RAS) in 1985, a line of financial power 
was drawn from the Deutsche Bank in Frankfurt, through the 
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dominant Munich insurance compani�s, through the major 
Swiss reinsurance firms, down to the :Trieste-Venice insur­
ance cartel. 

As EIR has emphasized for some years, this financier 
alliance brings together Europe's lar�st and oldest private 
fortunes, at the helm of the largest compact banking and 
insurance group in the world. Their sPokesmen favor a neu­
tralizedMitteleuropa, or Central Europe, in which this finan­
cier faction presumably would do vi�regal duty for the So-
viet Empire. 

. 

The Fed's Hobbesian choice ; 

In sum, the international arrangements which permitted 
the Federal Reserve to stage the vast IIwindle known as the 
"post-1983 economic recovery" are finished, and Chairman 
Volcker has no choice but to put out the fires closest to his 
desk. U.S. bank regulators knew three weeks before the First 
National Bank of Oklahoma closed its

'
doors July 13. thatthe 

$1.5 billion institution was unsalvageable. With oil hovering 
- around-the $10 mark , . only one of the� major Oklahoma and 
Texas banks has a chance of surviving: The depressed Amer­
ican economy has failed to show sig.s of the usual rise in 
summertime gasoline consumption, eliminating the oil in-
dustry'S last hope for a respite. . 

"According to our information, tIle Fed lowered rates, 
rather than raise them as they had wantied, largely because of 
their worries over the fact that the problems of the debt cris's are starting to get out of hand. You just have to look at 
exposure to oil loans of U.S. banks to get an idea why. '!be 
fact that they both lowered rates while increasing m0aey 
supply shows the pressure that exists," commented a patner 
at one London merchant bank. 

: 

The danger threshold for American banks' oil-loan ex­
posure is already far behind the fallin8 oil price. "Since the 
first breakout of LDC [Less Develope<t Countries] debt crisis 
and lower oil prices in 1982-83," ari analyst at a leading 
London financial house stated, ''the .,anks have moved to 
consolidate their loan exposure. Right now, the price oU15/ 
barrel oil is the critical one. If world p�ce falls below this for 
a sustained period, then all the Westel'Jl banks, not just U.S. 
banks, are in trouble. They hope to somehow get through the 
next two years avoiding a major default crisis. Then, if they 
can do that, they think they can even handle it if Mexico goes 
'belly up.' The next two years are critical. But if oil stays 
below say at $5 to $10, the banks COUldn't write that off." 
North Sea Brent for August delivery drOpped to $9 per barrel, 
the lowest since North Sea oil came (,n stream in the mid-
1970s. 

Between Scylla and Charybdis, Volcker has chosen to 
steer towards Charybdis, namely, the danger of a crashing 
dollar. Had Volcker not lowered rares, it is likely that a 
general collapse of securities values wiould already be out of 
control; but it is not clear how long s.'ach a collapse may be 
postponed, as deflation of oil and other prices continues un­
abated. 

Economics 5 



Anatomy of the 
stock market crash 
by William Engdahl 

On Monday, July 7, the New York "Dow Jones" listing of 
selected stock prices fell 62 points , the largest single day fall 
in the market's  history-even greater than "Black Friday" in 
1929. By Tuesday, revealing the unprecedented interdepend­
ence among all of the world's  stock exchanges as a result of 
recent ''financial liberalization," London stocks plunged, with 
about $7 .5  billion in paper value wiped out within minutes. 

Dealers in the exchanges used the word "panic" to de­
scribe trading. All leading stock exchanges in Europe fol­
lowed suit to different degrees . What was behind this? 

The answer is insider manipulation to make huge specu­
lative profits, endangering the entire international banking 
system in the process . This reveals how explosive the entire 
edifice of international financial speculation of the past 10-
15 years has become. 

Here is a brief outline of what happened: 
Merrill Lynch, Pierce , Fenner, and Smith, based in New 

York with branches in London, Frankfurt, Lugano, Tokyo, 
Colombia, Venezuela, Argentina, Brazil, and Mexico, is 
perhaps the world's  largest trader in stocks and securities . It 
grew so over the past 15 years largely under the direction of 
White House Chief of Staff Donald Regan . Regan, before he 
came to Washington to become the secretary of the treasury 
in 1981, was chairman of the firm and organized a series of 
"innovations . " 

There is significant evidence that these innovations were 
t uilt on the back of a world network of secret bank transfers 
and illegal transactions . As EIR has documented extensively,  
Regan was at the center of a series of financial "innovations" 
in the 1970s which turned the U . S .  banking system, in par­
ticular, into a laundry for the dirty money that stems largely 
from the illegal drug trade . 

Recent court evidence in Ticino, Switzerland implicated 
Merrill Lynch in laundering millions of dollars in illegal 
narcotics profits from Italian organized crime. Once with 
Merrill Lynch in Lugano, these dollars, stemming from the 
heroin-smuggling operation known as "the Pizza Connec­
tion" because the receipts were disguised as the profits of a 
chain of pizza parlors , were brought back to the United States 
via Merrill Lynch-New York to buy up stock in legitimate 
companies. 

6 Economics 

'Creative lending' i 
One insider of this firm, who has spent time in every 

major branch worldwide , reyealed how staggering profits are 
made amid the collapse of world industry, trade , and produc­
tion . 

"The thing which really scares me, more even than rig­
ging of stock trades ,"  he confided, "is what I refer to as 
'creative lending.' Merrill Lynch does it. American Expess 
International does it, Salomon Brothers , Credit Suisse First 
Boston. We all are in it . "  

How does this work? Simple. You agree to take in ille­
gally gotten dollars from cOlJntries best known to be produc­
ing massive volumes of cOfaine and other illegal drugs­
Colombia, Venezuela, Boli,!ia. The dollar volumes from this 
narcotics industry are staggering in size . Reliable calcula­
tions indicate worldwide that it could reach $500 billion 
yearly .  But everyone agre� it is big and growing . What 
better way to "launder" such huge funds than to find a friendly 
worldwide financial house \fhich will "look the other way" 
when you walk into their �ogota, Colombia branch with 
$100,000 dollars in fresh c�sh money . "There is so much 
drug money in South America, I am sure some of this is 
coming into our accounts . We try to be careful and screen, 
but its impossible ," he admi,ed. 

"So, say in Bogota, som�one comes in with these dollars 
to buy U .S .  governmment securities from our local office, 
putting up the required 1O� margin. This means the other 
90% is leveraged. Then, we clio what is called in the business , 
'gearing. '  The client puts inl$IOO,OOO to buy from us secu­
rities worth $600,000 face value . We lend him the remaining 
$500,000. Then we sell note� to cover that and make a profit 
on charging higher interest .,ates. I am holding all the cards 
in this game. Right now, this is the biggest source of new 
lending in the world. We gO\lge our customers with the fees 
we charge for this business . 'J 

A real-estate crash 
Our indiscreet source continued: "I could have my testi­

cles cut off if this ever got intp print , but people would kill to 
get into this business ,  because it is so profitable . I don't want 
to paint a picture that we de� in dirty money. . . ." But, he 
concluded, "There's  a lot of wild things going on out there. 
Money always rushes into th� sector with the highest returns .  
Before, i t  was oil , now i t  is  in  financial services-stocks , 
futures ,  options ,  swaps . 

"But more likely than a stock market collapse-except 
perhaps in Tokyo-I would Ilook for a collapse in property 
markets. Real estate, here iJll the United States, is a likely 
trigger to collapse. U . S .  real estate has risen in value 30-fold 
in the past 20 years . It is 90� leveraged money, maybe a $6 
trillion market. Already New York real-estate values are 
beginning to come down, al�it still slowly. But people want 
to believe it can't ever happe�."  

EIR July 26, 1986 
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JEC report shows disastrous impact 
of IMF debt policy on United States 
by Marcia Meny 

With unusual accuracy , a study released May 10  by the staff 
of the congressional Joint Economic Committee (JEC) shows 
how the policy of the International Monetary Fund has en­
riched V. S. money-center banks while impoverishing Ibero­
American trading partners , bankrupting V. S .  farmers and 
farm banks , and throwing V . S .  industrial workers out of their 
jobs . 

Called The Impact of the Latin American Debt Crisis on 
the U.S. Economy, the report consists of 50 pages of text, 
tables , and graphs proving the point that this policy should 
not continue . One of two options proferred is the policy of 
Peruvian President Alan Garcia, to limit debt payments to a 
set percentage offoreign-exchange earnings. 

The news media has chosen not to publicize the report. 
Rep. David R. Obey (D-Wisc . ), chairman of the Joint Eco­
nomic Committee, circulated the study to his colleagues on 
June 23 . However, his cover letter carried the stupid charge 
that foreign competitors were responsible for the loss of V. S .  
export markets-the same "trade warfare" stance as current 
administration policy. Obey said that the Reagan policy shows 
"failure to aggressively defend American interests in inter­
national trade negotiations . " 

Obey's  final attack on Reagan is based on the contents of 
the JEC study: He charges: "Reagan policies have contrib­
uted to the trade deficit . . . [by] mismanagement of the Third 
World debt problem. Since President Reagan took office, our 
balance of trade with Latin America has deteriorated from a 
five billion dollar surplus to a 12 billion dollar deficit . Much 
of that deterioration has come as the result of administration 
policies that protect not only the solvency but also the high 
profit levels of the large, money center banks . These policies 
have not only brought sharp reductions in V. S .  exports to 
Latin America, but have also caused Latin debters to flood 
world commodity markets with beef, wheat, soybeans, pork 
and other products resulting in a rapid decline in both prices 
and world market share for American farmers . "  
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The picture presented 1 . .JOks like this . 
In 1982, the issue of the "Mexican: debt crisis" headlined 

the general situation in which, by that year, the amount of 
debt owed by Latin American nations to foreign creditors 
was unpayable under the existing conditions of production 
levels and trade. Most of those creditors and the International 
Monetary Fund knew this full well . However, to preserve 
their own solvency and profits for the short term, they chose 
to develop and impose a policy that w� guaranteed to make 
matters far worse in the long run. Theilong run is now here. 

In 1982, the total external debt 6f Latin America was 
$3 1 8  billion, with annual interest payJ!nents of $38.5 billion. 
The trade surplus of the nations involved was $8.5 billion, or 
$30 billion less than needed merely to pay interest. Addition­
ally, billions more were required to pay principal on time. ' 

Most of this debt was owed to a small number of inter­
national commercial banks , which then successfully orga­
nized to impose a policy on Latin America of forced exports 
and drastically reduced imports . In bther words, with the 
backing of Washington, D .C . , this private network moved 
to guarantee their own interests , while shutting down the 
traditional markets for food and industrial exports from the 
Vnited States to the south. 

In 1981, Ibero-American purchases of V. S. farm prod­
ucts totaled $6 .9 billion- 1 5  % of total V. S .  agriCUlture ex­
ports . By 1985 , V . S .  farm exports to Latin America had 
fallen by one-third, to $4.5  billion. This in tum accounts for 
20% of the overall decline in V. S .  farm exports over the same 
time period. Yet, in all the recent rhetoric on Capitol Hill 
about why farm exports are falling , j these facts are never 
brought out. ! 

From the Ibero-American side , rhillions of people be­
came malnourished and impoverished because of the bank­
ers ' policy of forced food and other exports . lbero-American 
nations reduced their imports from almost $100 billion in 
1981 to about $60 billion today . At the same time. export 
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volume increased. In the top three Ibero-American nations ,  
which together account for 65 % of  the region's  total foreign 
debt, the volume of exports increased by 47% (Argentina) , 
56% (Brazil) , and 62% (Mexico) . 

Overall , Ibero-American export revenues increased at the 
same time, but not in proportion to the increase in export 
volume, because of the fall in prices of commodities and 
other goods traded . Figure I shows how large the discrep­
ancy is between export volume increase and export revenue 
increase . In fact, for Chile and the Dominican Republic , 
increased export volume earned less revenue than did pre­
vious export levels. 

The impact on U.S. farmers 
The impact on the U . S .  farm community has been ob­

vious . Thousands of farmers have gone under during the 
period 1982-85 . For example, pinto-bean producers in Ne­
braska and Michigan have lost their previous markets in 
Mexico and some other Ibero-American nations. Vegetable 
growers in Florida have gone bankrupt under pressure of the 
fresh produce flown to Eastern markets from Mexico. And, 
all the while, the nutrition levels in Mexico have dropped 
drastically. 

During the period 1 975-8 1 ,  U . S .  farm exports to Ibero­
America increased. Much of this was in products-like 
beans-that could and should have been grown equally well 
in Ibero-America. But the international food-cartel interests 
were dominating the trade flows. With multi-national gov­
ernment intervention, these undesirable trade profiles could 
have been reversed, and productivity-improving animal and 
human food and feedstuffs (meat and milk protein foods, 
breeding stock, farm equipment, and other inputs) could have 
been substituted for beans and cereal products exported from 

FIGURE 1 
Changes In export volume and revenues for 
selected Latin countries 1980-85 

Mexico 

60% Brazil 

_ Argentina 

Ecuador 
40 

Chile 1 , - Dominican I I 20 
Republic 

I I 
II 1 : o 

I 

-20 J 
' -

!1m Revenues o Volume 

Source: JOint Economic Committee 

8 Economics 

the United States to Ibero-America. This would have bene­
fited all concerned. 

This point was not broUght out in the JEC report, but 
other indicators of the adverse impact on the U. S .  farm com­
munity were presented. For example, between 1982 and 1985, 
the rate of failure of agriculture banks grew to the point of 
today's  crisis . In 1 982, 7 agriculture banks failed out of a 
total of 42 bank failures that year. In 1 984, 25 agriculture 
banks failed out of a total of 79 banks . In 1 985 , 62 agriculture 
banks failed out of a total of 120. 

One million industrial ,obs lost 
In addition to the impact on the U. S .  farm sector, an 

estimated 1 million industrial jobs have been lost from 1982 
to 1 985 due to the IMF and mbney-center bank policy toward 
Ibero-America. Manufactured goods are being imported into 
the United States to the detriment of both trading partners. 

The best documented part of the JEC study is the break­
down of the gains made by nine major U . S .  money-center 
banks from the IMF-connect¢d Ibero-American debt policy. 
In 1 982, private creditors accpunted for 85% of lbero-Amer­
ica' s  external debt; the remainder of the official debt was held 
by the IMF, the World Bank, and the U . S .  government. Most 
prominent among those priv�te holders of Ibero-American 
debt were these nine U .  S .  banks: Morgan Guaranty, Manu­
facturers Hanover, First Chicago, Continental Illinois , Citi­
corp, Chemical , Chase Manhattan, Bank of America, and 
Bankers Trust. 

As Figure 2 shows, while the value of the U .S  farm­
sector assets declined overall by 20% during the 1 982-85 
period, the stock value of the nine banks rose by over 40%. 
For every bank except Continental Illinois (which received a 
federal bail-out in 1 983) , the dollar value of each bank's 
shares grew each year. 

FIGURE 2 
Stock value of major fdreign lender banks com­
pared to market value of total U.S. farm assets 
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There's  more to the story. The policy worked out in early 
1983 to compellbero-American debtor nations to continue 
to service their debts, nominally involved their receiving a 
minimal amount of continued loan money from the banks. 
However, this was not forthcoming in any way resembling 
"loan assistance. " 

According to the report's  summary of what the 1 983 
policy was: "( 1 )  Debtor nations would generate a large por­
tion of the dollars they needed to pay interest by increasing 
their exports and cutting their imports; (2) Debtor nations 
would be given more time-in some cases , as much as 14  
additional years-in which to repay their maturing loans; (3) 
Commercial banks would make new loans so that debtor 
nations could avoid falling behind on their interest payments 
to the banks; and (4) The IMF, in addition to lending modest 
amounts of its own funds , would ensure that the debtors were 
implementing essential economic reforms. " 

In practice, the banks hardly lent any more money, and 
they increased their profit margins on the loans. In 1980, the 
banks' spreads (the difference between the interest rate they 
charge on loans and the interest rate they pay for loanable 
funds) averaged 86 basis points on syndicated Eurodollar 
loans to developing countries. Some were as low as 66 basis 
points. By 1 983, however, the spreads had grown three times 
over. While the IMF and the U. S. government were making 
emergency loans to the most hard-pressed debtor nations , the 
commercial banks raised their own spreads to 225 basis points. 
Since 1983 , the spreads have been reduced to about 125 
points, but that is still nearly 50% of the pre- 1 982 "debt 
crisis" level. 

The Baker plan option today, in the evaluation of the JEC 
study, will merely attempt to continue the usurious debt pol­
icies of the past four years. "As this analysis indicates, in 
deciding how to evaluate the Baker Plan, U. S. businesses, 
workers , and farmers must decide whether this most recent 
administration initiative is in their best interests. Will more 
loans whose primary purpose seems to be ensuring that debtor 
nations continue paying interest to commercial banks help 
U.S. farmers and U. S. exporters? Or will they merely con­
tinue to preserve bank profits at the expense of U. S. farmers 
and U. S. exporters?" 

One of the two alternatives to the Baker plan offered by 
the report is the proposal to limit interest payments to a set 
percentage (for example, 25%) of each debtor nation's export 
earnings, and to specify that banks must write down the value 
of their outstanding loans by a certain amount for "each year 
in which Latin American debtor nations hit this revised inter­
est payment target." As the report goes on to say, the example 
shown by Peruvian President Alan Garcia may be adopted by 
other lbero-American nations, whose governments might 
"conclude that this sort of solution is the only way to restore 
growth and improve standards of living. " 

It is because of what the study calls the "severe" impact 
this policy would have on the money-center banks, that the 
JEC report has been temporarily buried. 
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Mexico's trade unions hold the line 
against the IMF's austerity Qemands 
by Hugo LOpez Ochoa 
While the world financial press is crowing that Mexico has 
finally reached an agreement with the International Monetary 
Fund, the reality is that a factional battle is raging in Mexico , 
with the 5-million-member Confederation of Mexican Work­
ers (CfM) taking the point in opposition to the IMF's de­
mands. The CI'M has presented a clear-cut program for the 
defense of Mexican sovereignty and economic development, 
modeled on the example of Peruvian President Alan Garcia, 
whose insistence that the nation comes first and debt pay­
ments second, has haunted every arm-twisting session be­
tween lbero-American countries and the international bank­
ers during the past year. 

In a statement submitted to Mexican President Miguel de 
la Madrid on July 14,  the CTM alluded to Garcia's " 1 0% 
solution," which limits debt payments to a portion of export 
earnings: "If the creditors don't understand our needs , Mex­
ico would be within its rights to go for a unilateral decision , 
such as is already a reality in countries south of the Rio 
Bravo." 

There is no deal between the International Monetary Fund 
and Mexico as of this writing. And the CfM's renewed 
offensive makes it clearer than ever before that any deal 
which the government might be tempted to conclude with the 
bankers, which did not take into account the trade unions' 
demand that living standards be protected, would be a very 
short-lived deal indeed. 

The CTM's clout has been strengthened during the recent 
weeks of factional warfare, and its influence was the decisive 
factor in the July 6 election victory for the ruling Institutional 
Revolutionary Party (PRI) in the state of Chihuahua, against 
the National Action Party (PAN). The PAN, supported by 
the communists, the Nazi International, the U.S. State De­
partment, and Sen. Jesse Helms (R-N.C.), was defeated by 
a substantial margin. Just before the election, the CTM had 
focused popular discontent against the economic austerity 
policies imposed by the IMF and forced President de la Ma­
drid to fire Finance Minister Jesus Silv Herzog, the bankers' 
boy. The vote in Chihuahua overwhelmingly approved that 
policy course. 
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What the IMF wants ! 
Massive pressure is bein. applied to Mexico to submit to 

another round of austerity, i,cluding especially the disman­
tling of state-sector industrie�. Dc;spite the efforts of the mo­
netarists and World Bank "w�iz kids," Mexico has stubborn­
ly adhered to a dirigist policr , by which the State promotes 
industrial and agricultural d�velopment-the very "Ameri­
can System" economic poli�y of Alexander Hamilton and 
Henry Carey, which allowe{l the rapid industrialization of 
the United States. Now the ll'(IF wants to cut the government 
budget and force Mexico to sFll offstate-owned enterprises. 

Ultimately, the internati<1nal bankers want to get control 
of Mexico's oil. The TrilateriU Commission specifies moves 
in this direction, in a recent teport ("Conditions for Associ­
ation in International Econo�ic Management"). The Com­
mission, founded by David Rpckefeller of Chase Manhattan, 
states "The United States . .  1. will have to make long-term 
purchases of [Mexican] oil for strategic reserves and give 
loans linked to future oil pri�s." 

The new Mexican finan'f minister , Gustavo Petricioli, 
announced at a Washington Ilress conference on July 16 that 
in his five days of negotiatio*s with the IMF and officials of 
the Reagan administration , �e had reached a "total basic 
accord. " But no letter of inte" has been signed with the IMF, 
and the contents of the agreement in principle which Petricioli 
has reached have not been released. An IMF source com­
mented: "The possibility of �reaking off of negotiations is 
not yet ruled out." , 

Reagan administration squrces boasted that the IMF ac­
cepted a "flexible" agreement which sets a growth goal of 3-

4% in 1987 and 1988, follow,ing a4% decline this year. For 
the first time, the IMF a� that targets for debt payment 
would be eased if oil prices f�ll further. Washington sources 
noted, however, that the program calls for a "strong reduc­
tion" of public expenditures� a "rigid" monetary and credit 
policy, and the sale or closiqg of 300 of the total 500 state 
companies. Worse, U.S . ad�nistration sources say that the 
draft pact contains a provisi<pn that Mexico must adhere to 
the IMF package through 1 9�-a year after Mexico's pres-
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idential elections-in order to bolster creditors' confidence 
that Mexican voters would not disrupt the accord! 

The CTM will never swallow such a deal . Labor leader 
Rafael Rivapalacio summed up the general consensus at a 
three-day meeting on economic policy of all the country's 
non-communist trade unions on July 17 :  "We had better be 
shown that letter [of intent to the IMF)" before de la Madrid 
signs it, because the unions won't accept any pact which 
implies greater wage reductions . 

Other leaders of the ruling party have expressed similar 
views: Francisco Labastida Ochoa, PRI candidate for gov­
ernor of Sinaloa, and very close to President de la Madrid, 
said at a July 1 3  campaign rally , "All the international agen­
cies have put maximum pressure on Mexico. And Mexico's  
position, clearly put forward by President de la  Madrid, is 
that we cannot continue compressing living standards nor 
deviating from economic development, because our first re­
sponsibility is to the people. "  Energy and Mines Minister 
Alfredo del Mazo, also a friend of de la Madrid and of CTM 
leader Fidel Velazquez, made a stirring defense of Mexico's  
nuclear industry, one of the sectors the IMP wants to elimi­
nate (see article, page 53) . 

In any case, the bankrupt international bankers are them­
selves in no position to guarantee any country economic 
growth in 1987 and 1988. Perhaps knowing that, Petricioli 
dispatched a telex after he got back to Mexico to the 1 3-bank 
creditors' club which manages Mexican debt, asking it to be 
ready to begin conversations in the near future, since nego­
tiations with the IMP and World Bank have taken "longer 
than expected. "  Rumors sprung up again on the imminent 
resignation of Miguel Mancera, director of the Bank of Mex­
ico and soul-mate of the fired Silva Herzog. 

The CTM program 
The Mexican faction opposing the IMP has used its influ­

ence to make sure that the "Peruvian model" gets a full airing 
in the national media. On July 8 ,  President Alan Garcia 
himself addressed the Mexican people on the state-run radio 
network, warning that it would be "a terrible mistake, to 
believe that through bilateral negotiations, each one of us, in 
our weakness, is going to be able to win better conditions 
from the world economic powers . "  Garcia called for the 
lbero-American countries to take joint action on the debt, in 
defense of their productive economies. 

The CTM's own platform, in an approximation of Gar­
cia's limitation on debt payments , proposes that Mexico "al­
locate part of non-petroleum exports for payment of foreign 
debt."  Mexico's non-petroleum exports are expected to be 
$7 .5 billion this year, compared with a $9 billion bill for 
interest payments alone. Oil exports this year will fall by $8 
billion from last year's $ 1 3 . 3  billion, Petricioli noted July 
16.  

By using the Garcia method of debt payment, CTM leader 
Netzahualcoyotl de la Vega argued, it would be possible to 
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promote investment, production, �d employment, and 
achieve self-sufficiency in food prodbction. He outlined a 
four-point policy: 

1) Design a debt strategy which permits the country to 
use those funds needed for growth and social development; 

2) Reactivate the internal market by raising workers' 
buying power; : 

3) Reactivate and mobilize unusediproductive capacities; 
4) Reorient the financial and monetary systems to give 

priority to the requirements of economic growth. 
The CTM totally rejected the "debt-for-equity" scheme 

of Henry Kissinger and the Trilateral Commission, the idea 
that the debt could be paid by giving creditors shares in 
Mexican companies, because , as Labor Congress leader Ra­
fael Rivapalacio put it, "that would violate national sover­
eignty. "  

The CfM also called for stiff exqtange controls to stop 
speculators from taking their capital out of the country. The IMP policy has been to keep money in through usurious 
domestic interest rates, which strangle production. 

Violence in Chihuahua 
Any accord with the bankers would undermine the capac­

ity of the CTM and its allies in th� PRI to preserve the 
momentum gained by defeating the fAN in the Chihuahua 
elections . This in tum could lead to '" political explosion of 
unpredictable consequences . Since � IMP started dictating 
policy in 1983,  living standards haveibeen reduced by 30% , 
and hundreds of thousands have been!thrown out of work. 

The PRI won the Chihuahua elections through a last­
minute mobilization for new economic policies and against 
the Nazi-communist opposition alliance led by the PAN. The 
campaign coordinator for the PRI, Manuel Gurria, explained 
the PAN's  still sizable vote: ''The vo�s are not for them, but 
votes of anger against us . They are votes against the fall of 
the peso, economic troubles, the fall � oil prices ."  

The PAN, which is  seeking a pre�xt for violent confron­
tations on the border with the United �tates,  lies that its loss 
was due to vote fraud. As de la Madrid was meeting with the CfM on July 14, a mob of lO,OOOPanistas seized the bridges 
connecting Ciudad Juarez with EI PasCl), Texas ; for two hours . 
They pulled down the Mexican flag and replaced it with an 
orange one with the blue and white PAN insignia. PAN drug­
runners and oligarchs are emptying large bank accounts to 
keep the state government from metting its payroll. Civil 
disobedience is being transformed i,to economic sabotage 
and bloody riot. 

' 

Most ominous is that Chihuah� priests closed their 
churches and refuse to say mass stat1ing July 20, in support 
of the insurrection lead by the PAN and its communist allies 
from the PSUM party. The Church; did the same thing in 
1925 , when the "Cristero Rebellion" led to three years of 
warfare across northern Mexico and the murder of President­
elect Alvaro Obreg6n. 
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Andean Report by Valerie Rush 

An economy grows in Peru 
President Alan Garcia is achieving what some would call an 
"economic miracle. "  He calls it moral economics. 

On July 8 ,  Peruvian Finance Min­
ister Luis Alva Castro announced that 
the lnftation rate in Peru had been re­
duced in six months from 163% to 
60%, giving much-needed relief from 
the spiraling cost of living that pre­
vailed under the previous Belaunde 
government, and in the first months of 
Garcia's regime. 

Alva Castro also noted that in the 
first five months of 1986, industrial 
activity in Peru had grown by 1 1 .6%, 
a figure made more impressive by the 
near-total collapse in industry in the 
rest of the continent. The gross nation­
al product grew in the first half of 1986 
by 3 .6% compared to the same period 
in 1985 , while all of the basic produc­
tive sectors of the economy had grown 
as well: construction by 12 .3%;  elec­
tricity generation by 7 . 3%; manufac­
turing by 7 . 1%;  trade by 4.4% ,  and 
the fish industry by a huge 61 .2% !  

The minister proudly added that 
"international reserves have in­
creased , the economy has been de­
dollarized, and employment has 
grown." He said that industrial em­
ployment had grown by 4.8%, while 
employment in the trade sector went 
up by 2.4% and in services by 1 .9%. 

Several days later, while inaugu­
rating electricity works in rural Peru, 
Finance Minister Alva Castro ex­
plained that such projects were made 
possible by using the reserves which 
Peru is not paying either to the inter­
national creditor banks or to the Inter­
national Monetary Fund, ''to which the 
Peruvian government is the only one 
which has said that no more than 10% 
of its reserves would be allocated" for 
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foreign debt payment. 
As Garcia has repeatedly ex­

plained in his speeches . the economic 
achievements of his administration 
were made possible by imposing a 
moral framework upon economic de­
cision-making. Asked by a Mexican 
interviewer on July 8 how he would 
link the successes of his government 
with his debt policy, Garcia said: 

"There is no single prescription, 
there is no program. What there must 
be is a social and moral purpose to 
government. . . . What has happened 
in Peru in the last few years, for ex­
ample? The old theorists said, 'The 
best state is that which doesn't govern 
. . . which doesn't get involved in the 
economy. Leave the economy to its 
own laws , its own processes; there is 
the invisible hand of the economy. '  
Well, I say, there is a hand which hides 
in the economy, which is something 
else. . . . We say, a government which 
emanates from the will of the people 
must govern the economy. 

"Some economists said: 'The 
President is crazy, '  because they told 
me I must collect 10% ,  12% interest. 
I said zero, zero! Because these people 
throughout history have been paying 
a tax to Lima, to the Spaniards, to 
Europe, to the rich, so, for these pe0-
ple zero! They borrow and don't pay 
taxes, paying back only the capital, 
not paying interest. Thus we will in­
vest capital . 

"In some countries, they have opt­
ed for . . . giving out food. . . . But 
look, nothing given for free is good, 
that the President should feel like he 
is giving alms to the people. . . . What 

we want is to create jobs , even if it is 
simple work like cleaning the streets, 
painting walls. . . . The people want 
to earn their keep, and so we have 
created 60,000 jobs in Lima . . .  be­
cause if the people don't have work, 
they becpme criminals, or subver­
sives, de$perate . . . .  " 

Alan Garcia uses his speeches to 
school Peruvians in the science of po­
litical eCOnomy. At the opening of a 
new data bank at the Central Bank on 
July 1 5 ,  lie explained his philosophy 
on banking and credit: "The country 
requires that the banks become true 
financial agencies of investment and 
savings, �ftecting the purposes of de­
velopment, of social justice . . . .  " 

"The banks ," he said, "should not 
merely be, as has occurred before with 
great ecopomic calamities, kinds of 
financial funnels which orient public 
and natiohal savings to the benefit of 
specific 8roups which, often and co­
incidentally, are the owners of the 
banks. Against this oligarchic concep­
tion of crddit is the Aprista [ruling par­
ty] government, and we are going to 
battle this concept and this bad man­
agement � . . through effective regu­
lation wh�ch gives the state the role of 
governor . of economic develop­
ment . . .  ' ." 

Garcia concluded, "A state which 
does not indirectly or directly govern 
by regulating the allocation of credit 
or liquidity, is a state which does not 
govern." , 

On July 15  President Garcia 
opened a new wing of the Lima Ma­
ternity H()spital with a stirring expla­
nation of I the need for more people: 
"Here llUlIly Peruvians should be born. 
If there is anything secret, religious, 
marvelous, it is the act of giving birth 
to life. Because we recognize in life 
the central focus of the spirit . . . .  We 
know that'with the birth of new human 
beings , a new society is born within 
us ." 
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Banking by William Engdahl 

Who's the most otT-balance-sheet? 
Euromoney Magazine and other sources point to the big New 
York money-center institutions . 

EIR is no longer the only place you 
can read about the impending finan­
cial crash of 1986, or the very real 
possibility that the brunt of the crash 
will hit the U.S.  banking system. 

London's Euromoney Magazine. 
the glossy house organ of the Euro­
dollar market, warned of a financial 
crash in its February 1986 editorial , 
noting: 

"Last year, trading in foreign cur­
rency futures in the United States in­
creased by more than 70%. From a 
standing start in 1982, more than 20 
million equity index futures contracts 
changed hands last year. . . .  Market 
crashes are usually preceded by a sharp 
increase in the numbers of buys and 
sens. Trading for the sake of trading 
expands far beyond the volume nec­
essary to make a liquid market. To­
wards the end, it is ' also conducted via 
increasingly complex mechanisms and 
arrangements, usually involving a high 
degree of leverage. In plain language, 
everything overheats. 

''The numbers that are most dis­
turbing are those measuring world 
trade . It grew only a hair more than 
3% last year and likely will be no bet­
ter in 1986 . . . .  Since the purpose of 
finance is to facilitate underlying trade 
and economic growth, our question is 
this: Why is activity in the securities 
markets ballooning when the real 
world of making and exporting . . . is 
almost static? We hope the answer is 
not what we think it is ."  

Now, the same magazine has un­
dertaken a somber assessment of how 
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deeply the commercial banks have dug 
themselves into a financial hole. They 
have compiled a listing of world bank­
ing system exposures to rapidly grow­
ing "off-balance-sheet" lending. A 
forthcoming report shows that the 
banks most exposed to off-balance­
sheet lending risks are the major New 
York money-center banks , headed by 
Citibank and including Chase Man­
hattan and others. 

Next comes a group of Japanese 
banks fonowed by two French and at 
least two British clearing-house banks . 

In March, the Bank for Interna­
tional Settlements sounded the alarm 
over the uncontrolled growth of such 
lending, which allows banks in many 
countries to avoid legal reserve-mar­
gin requirements and improve their 
book profits . The loans are outside the 
review of bank regulatory authorities. 

Similar studies are under way at 
the Swiss banks ' research organiza­
tion. An economist at a leading Swiss 
banking research institute warns, 
"Dangers from banks' off-balance­
sheet exposure is far more serious than 
even the LDC debt. At least LDC debt 
is the focus of major risk-assessment 
by the banks, by IMF, by govern­
ments. But banks have entered into 5-
10 year obligations so sophisticated 
that even banks don't know where the 
problems are . They have no risk..eval­
nation policy on these exposures." 

One particularly nasty feature of 
the "off-balance-sheet operations" i' 
that they have permitted banks to seI 
off their best-performing loans in th" 

fonn of securities, raising money in 
the short-tenn, while leaving a higher 
proportion of bad loans in their port­
folios. 

In particular, the New York banks 
have sold off their most dependable 
loans. According to London financial 
community sources, there is growing 
alarm over the process of "securitiza­
tion" , and growth of "off-balance­
sheet" lending through which, in­
creasingly since the outbreak of the 
debt crisis in 1982� majop money-cen­
ter banks have tethnically improved 
book profits to coaceal loan losses. 

"Banks are expanding off-bal­
ance-sheet lendiag at phenomenal 
rates," a senior partner of a London 
brokerage house ! said. ''The hottest 
thing now is 'EUm commercial pa­
per'-7- to 365-day paper. Through 
this , the banks shift loans off their 
books into other hands. In fact, this 
has meant that banks are getting the 
loans to their best corporate customers 
off their books abd increasing profit 
through high-ma.-gin but far riskier 
loans . This will aggravate any prob­
lem which results ifwe have a collapse 
of confidence." 

In addition, French bank involve­
ment in off-balance-sheet lending has 
become a major �ncem of the French 
authorities . According to sources close 
to the Bank of Ftance, the extent of 
French banks ' exposure to off-bal­
ance-sheet liabilities is a major obsta­
cle to the privatization plans of the 
Chirac government. 

''The audi� are having a diffi­
cult time determiJling accurately what 
the financial sha� of the banks ac­
tually is," he admitted. 

London financial analysts report 
that French banksihave resorted to ex­
i" msive off-balance-sheet lending to 
CvYer extreme lo&ses in domestic and 
fon: 'go loans-especially in Nigeria 
. , .u .>tiler parts of:Africa. " 
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International Credit by David Goldman 

The off-balance-sheet bubble 
Federal regulators are issuing dire warnings. but the U.S.  

banking system is addicted to dirty-money flows. they admit. 

Several pages of the International 
Monetary Fund's  Survey of July 14  
summarize dire warnings deli vered by 
Federal Reserve officials and private 
economists , that "the wave of inno­
vation that has swept over financial 
markets in recent years has increased 
risks and problems for the world mon­
etary system. "  

The innovations referred to center 
on "off-balance-sheet operations" of 
the major commercial banks. who have 
managed to expand their liabilities to 
about 2.5 times their assets . 

The banks have, in effect, taken 
fees up front in return for loan guar­
antees that remain on their books in­
definitely. to the extent of $ 1 .  25 tril­
lion for the 1 5  top U .S .  banks, and 
untold trillions for the banking system 
as a whole . 

The present world monetary sys­
tem is dominated by $500 billion per 
annum in illegal narcotics flows, which 
represent an "investible surplus" at 
least four times greater than the petro­
dollar surplus at its height. Financial 
"innovation" has permitted the com­
mercial banks to take a cut in the cir­
culation of anonymous, unregistered 
securities preferred by dope traffick­
ers . Occasionally, U .S .  authorities 
have forced Swiss or Caribbean banks 
to cough up narcotics money on de­
posit with them. No one has ever seized 
unregistered securities sitting in a 
Swiss safe-deposit box . 

National monetary authorities 
have, therefore, lost track of capital 
flows, the IMF Survey quotes Federal 
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Reserve official Charles Lucas . In 
1 982, Lucas said , "We had a lot of 
data on the international exposures of 
developing countries because we had 
banking data. In a securitized world, 
you know a lot about who the borrow­
er is but you don't know who the lend­
er is. You don't know if the lender is 
internal or external . You don't really 
know anything . How can you do 
country risk assessment if you don't 
know where the assets are lodged . . . .  
There's a group of guys at the IMF 
right now trying to think about the cur­
rent-account implications of this . If 
you don't know who the asset holders 
are . . .  you can't estimate accurate­
ly ." 

Lucas was referring to the $200 
billion "discrepancy" in world bal­
ance-of-payments statistics ,  reflect­
ing unregistered flight capital arising 
from narcotics traffic.  among other 
things . 

Economist Peter Kenen of Prince­
ton University, a longtime advisor to 
the International Monetary Fund, 
added that the reliability of payments 
data "gets worse and worse . . . .  We 
could be off by hundreds of billions of 
dollars in our estimate of the current 
account" deficit of the United States . 

Former Federal Reserve official 
Roger Kubarych, now chief econo­
mist at the New York Stock Ex­
change, warned, "There's a nagging 
uneasiness that somewhere people 
might not know what they're doing 
and . . . that a major dislocation might 
occur." as a result of the banks' gigan-

tic expansion of their liabilities . But a 
return to �gulated markets "would be 
the wrong way to go,"  Kubarych 
warned, for a simple reason: The 
United Stiites could not finance its 
enormous payments deficits without 
the dirty-money market. 

The expansion of off-balance-sheet 
operations "inadvertently has weak­
ened some very important helpful dis­
ciplines itt the economic system. 
There's no way that the kind of trade 
or currentl-account deficits that the 
United States has been running and 
financing in recent years would have 
been possible 1 0  or 20 years ago. The 
private capital movements that would 
have been J!equired could not have been 
forthcoming, certainly not with the 
kind of smoothness that we've seen . 
And by the same token, it ' s  hard to 
visualize how the kind of surpluses 
now being; amassed by Japan or Ger­
many or pther European countries 
could hav� been invested without se­
rious objections ,  prior to financial Iib­
eralization. " 

There is one disingenuous note in 
Kubarych's account. Japan accounts 
for only $60 billion of America's an­
nual $ 1 50 ;  billion financing require­
ment; another $80 billion comes from 
the dirty-$oney market of unregis­
tered securities , held by dope-traffick­
ers and their ilk in safe-deposit boxes . 

In fact, no "financial liberaliza­
tion" is required to persuade the Jap­
anese to pUt their export earnings into 
the Unitedt States. This they do for 
political reasons, and in the most con­
ventional �ay , by buying Treasury se­
curities at public auction . The fancy 
stuff to whiich Kubarych refers is the 
province of Dope, Inc . It finances cor­
porate mergers and acquisitions, 
heavily margined stock purchases ,  
real-estate deals ,  and other operations 
which have produced the biggest bub­
ble in U .S .  financial history-now 
giving way: to the biggest collapse . 
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Medicine by John Grauerholz, M.D. 

New promise in treatment of leukemia 

Transplanting the patient' s own bone marrow eliminates the 
graft-versus-host problem and permits chemoradiotherapy. 

Results of a new bone marrow 
transplantation technique, reported in 
the July 17 ,  1986 issue of The New 
England Journal of Medicine, hold out 
promise for victims of acute leukemia 
who relapse after chemotherapy. The 
article describes the results of treating 
25 leukemia patients , who had a re­
lapse of their leukemia after one or 
more remissions on chemotherapy, by 
infusions of their own bone marrow 
collected during remission and chem­
ically treated. 

Leukemia was one of the first ma­
jor cancers to yield to modem chem­
otherapeutic treatment. Since the pi­
oneering studies by Sidney Farber on 
the treatment of childhood leukemias , 
a number of types of this otherwise 
uniformly lethal, malignant prolifer­
ation of white blood cells,  have be­
come curable diseases. 

Many cases of acute non-lympho­
cytic leukemia go into prolonged re­
mission (absence of symptoms and 
normal blood picture) following in­
tensive chemotherapy. Some of these 
patients may well remain in remission 
for the rest of their lives and thus be 
cured of their leukemia. 

In other cases , these patients ex­
perience one or more recurrences of 
leukemic proliferation of their white 
blood cells. These patients have a poor 
prognosis for ultimate leukemia-free 
survival. 

Chemotherapeutic treatment in­
volves administering cytotoxic (cell­
killing) agents to kill the leukemic cells 
in the bone marrow. These agents also 
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kill normal cells. Therefore, there is 
always the possiblity of leaving the 
patient without any white blood cells 
at all. 

Such patients are severely immu­
nosuppressed and rapidly fall victim 
to infections similar to those which 
afflict victims of AIDS. 

One method of dealing with this 
problem has been to go ahead with 
extensive chemotherapy and radiation 
therapy to completely destroy the leu­
kemic cells ,  and the patient's immune 
system, and then transplant new bone 
marrow into the patient. 

The new bone marrow can come 
from one of two sources; a genetically 
related donor, or the patient himself. 

Marrow from a genetically related 
donor (allogeneic marrow) must be 
carefully matched against the pro­
spective recipient to avoid graft-ver­
sus-host disease. In this situation, the 
marrow graft perceives the tissues of 
the host as foreign antigens and at­
tacks them, ultimately killing the host. 

Only 25 to 40% of patients who 
might benefit from allogeneic marrow 
transplants , will be sufficiently com­
patible with a potential donor to justify 
the attempt. Immunosuppressive ther­
apy , in addition to the anti-leukemic 
treatment, is required. 

Transplantation of the patient's 
own bone marrow (autologous mar­
row), collected during remission and 
frozen, eliminates the graft-versus­
host problem and enables the admin­
stration of intensive chemoradiother­
apy to the leukemic marrow, followed 

by reinfusion of' the stored marrow. 
The main problem in autologous mar­
row transplantatj.on , especially after 
the second remi�ion, .is that the mar­
row may , contain 'Viable leukemia stem 
cells which theni go on to reestablish 
the disease. 

. 

The New England Journal article 
describes the application of a tech­
nique of treating the removed bone 
marrow with a qhemical , 4-hydrope­
roxycyclophosphamide. This chemi­
cal had been demonstrated to remove 
leukemic cells from bone marrow sus­
pensions at condentrations which did 
not impair the abj.lity of the remaining 
normal cells to :repopulate the mar­
row. 

A number of�chniques to remove 
leukemic cells ff()m bone marrow sus­
pensions, utilili2iing monoclonal anti­
bodies, have betn developed. While 
this technique w0rks well for lympho­
cytic leukemias , 'monoclonal antibod­
ies to non-Iymplwcyte white cells have 
been difficult to identify and develop. 

Thus the a�ility to chemically 
purge leukemic cells from the marrow 
of patients with Gon-Iymphocytic leu­
kemia represenu a significant break­
through for treatment of such patients 
who lack compatible marrow donors. 

The results of this study, conduct­
ed at the John I Hopkins University 
School of MediCiine, are very promis­
ing . Median le�emia-free survival 
was over 400 days, and ranged up to 
1 ,653 days. Wh,e the number of leu­
kemic relapses i� this group was. high­
er than in patients treated by alloge­
neic marrow transplants, the overall 
results were much better than with 
chemotherapy albne. 

These prelirrlinary results indicate 
that this techniq�e must be considered 
to offer the first teal possibility of ex­
tended survival �o patients with non­
lymphocytic leuikemia who have re­
lapsed and do not have a compatible 
donor of normal ;marrow.  
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BusinessBriefs 

Narcotics 

Slavery practiced 
by Brazilian traffickers 

In his recent visit to Colombia, Pope John 
Paul n denounced what he characterized as 
a modem form of enslavement-drugs. 

In Brazil, narco-slavery is a sordid real­
ity, involving not only the slavery of addic­
tion the Pope was referring to, but literal 
slave labor under hideous conditions. Ac­
cording to a report now being studied by the 
ministry of agrarian development, hundreds 
of slaves work in the state of Rondonia, 
transporting barrels of ether, acetone, and 
benzine to be used in laboratories refining 
cocaine from Bolivia and Peru. 

The report says that on some plantations 
in the states of Rondonia, Para, and Piaui, 
landlords cut the tendons of their slaves to 
keep them from running away. Others 
threaten that anyone leaving will be shot in 
the back. 

During the past few weeks, the Federal 
Police have liberated 300 people from slav­
ery in these states in the north of Brazil . On 
one plantation in Cuiaba, the slaves had to 
work 18 to 20 hours per day in exchange for 
nothing more than inadequate food. 

Free Enterprise 

Dope banker 
dismissed by Israelis 

The Israeli cabinet decided on July 1 3  to 
suspend Israel Discount Bank Chief Ra­
phael Recanati after he refused to resign. 
After a heated five-hour debate , the cabinet 
voted 12-7 to suspend Recanati as Discount 
Bank's general manager and board member 
for a period of three months. 

The dismissal follows a heated contro­
versy originally set off by the Bejski Report, 
issued in April by a commission headed by 
Supreme Court Justice Moshe Bejski, in 
which the major banks of Israel were charged 
with swindling the Israeli population by en­
gineering the bank-share collapse of Octo­
ber 1983. Among the banks involved were 
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Bank Leumi , Discount Bank . Bank Hapoal­
im, and United Mizrahi. 

The July action by the cabinet follows a 
new controversy involving the intervention 
of Baron Edmond de Rothschild in support 
of the Recanati family. Rothschild sent Prime 
Minister Shimon Peres a telegram in Recan­
ati ' s  support in early July . 

The economic editor of the Jerusalem 
Post called that intervention a "crass dem­
onstration of aristocratic arrogance." Lan­
dau described Edmond's telegram as "one 
of the most arrogant and insensitive pieces 
of paper ever to cross the desk of a prime 
minister of a sovereign nation ," and warned 
that Israel "will stand or fal l on our (own 
economic] performance . not on the basis of 
words spoken in high places by people liv­
ing in the 1 8th century . " 

Landau argued in favor of Recanati's 
immediate removal , reminding his readers 
that Recanati belongs to a "group of senior 
bankers who led Israel's economy to the 
brink of disaster ," a group of "unrecalcitrant 
liars" that Israel can live without. 

Labor 

Colombian minister 
urges American System 

Colombian Labor Minister Jorge Carrillo 
Rojas, who is also vice-president of the 
Union de Trabajadores de Colombia (UTC­
Colombian Workers' Union), was asked by 
journalists with Colombian Radio Caracol 
why he had opposed President Belisario Be­
tancur's government as a union leader, but 
now supports it as labor minister. 

Carillo answered: The government's 
policy has , since he became minister , shift­
ed from monetarist wage-gouging to grant­
ing wage increases above the inflation rate. 

"Wage policy was changed . . . .  A cli­
mate of confidence has been cemented be­
tween businessmen and workers that I have 
called the harmony of interests. I read about 
this harmony of interests in a book by Mr. 
Henry Carey, the American economist who 
taught economics to Abraham Lincoln. Mr. 
Carey says that so long as there is not unity, 
harmony between the interests of farmers, 

industriali!>ts . and workers, so long as one 
sector takes advantage of the other, what 
could happen was that the foreigners came 
and looted everybody. 

"Thus the harmony of interests thesis is 
the only one which at this time could ad­
vance Colombia , could solve the employ­
ment problem . . . .  " He defined the prob­
lem as creating 1 5  mill ion new jobs by the 
end of the century . 

Carrillo concluded: "I believe this har­
mony of �nterests put into practice would 
advance Cplombia. If it pushed forward the 
United S9tes, why not Colombia?" 

War on prugs 

More Customs agents 
assigned to Texas 

U. S. Customs announced a decision in mid­
July to pllliCe another 200 Customs agents in 
Texas, of lWhich 125 will be assigned to the 
border an�the remaining 75 to other ports 
of entry. is is part of the new Southwest 
Border In iative (SBI) program, part of the 
adminis�tion's effort to stop drug traffick­
ing. The _ew agents are expected to be in 
place by tIle end of the summer . 

The stn was announced in El Paso dur­
ing a multi-agency meeting of about 50 rep­
resentativ�s of law-enforcement agencies in 
Texas, N� Mexico, Arizona, and Califor­
nia. The �k force is chaired by Treasury 
Undersecretary Francis Keating, and coor­
dinated b� Customs regional commissioner 
William LOgan of Houston . 

In a rillated development, the Federal 
Aeronautits Administration proposed new 
rules for aircraft markings on July I I .  
Trans�on Secretary Elizabeth Dole said 
the larger !markings "would make it easier 
for � law-enforcement officers to spot 
aircraft thought to be carrying drugs into this 
country. Ifxternal identification plates will 
help authOrities recognize aircraft that have 
been stolen and possibly used to smuggle 
drugs into:the United States . 

All � equipped with extra fuel tanks 
in the pasl§enger or baggage compartment 
will be required to have special documen­
tation. 
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IMF Austerity 
Emergency trip to 
Europe by Mubarak 

Egypt's President Hosni Mubarak em­
barked on an unexpected European tour on 
July 1 6, arriving in Rome on his way to 
Paris , Bonn, and London. The trip, which 
was not planned, was prompted by Egypt's 
economic emergency. 

President Mubarak plans to request ur­
gent economic aid as well as European back­
ing in his negotiations with the International 
Monetary Fund (IMF) . Egypt's food sup­
plies are currently running dangerously low . 

During a visit to Cairo last July 1 3, Eu­
ropean Community (EC) commissioner 
Claude Cheysson warned that an "eventual 
destabilization of Egypt" will have cata­
strophic consequences , '  and warned of the 
"urgency for Egypt to reach an agreement 
with the IMF. " 

The EC has committed itself to deliver­
ing 1 20,000 tons of wheat now and 40,000 
in September, in addition to several thou­
sands tons of butter and milk powder. On 
July 14,  Saudi Arabia also announced that it 
was delivering an emergency 200,000 tons 
of foodstuffs to Egypt. Such deliveries may 
imply that Cairo has run out of cash to pur­
chase deliveries from the United States. 

Strategic Defense 
West German firm 
wins tracking contract 

A West German aerospace firm, Messersch­
mitt-Boelkow-Blohm (MBB), is to develop 
an infrared device for the SDI, a company 
spokesman announced on July 12. 

The U. S. Defense Department an­
nounced on July 1 1  that the contract award­
ed to MBB involved the firm in an experi­
ment to test tracking and pointing for weap­
ons to destroy enemy missiles in flight. The 
MBB spokesman said the contract called for 
the development of an infrared measuring 
device . 
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The spokesman said the initial order was 
worth $4 million, but the value could rise to 
$39 million if the United States eventually 
opted for MBB ' s  design. 

Two days later, Social Democratic Party 
defense spokesman von Billow told the Neue 
Osnabriick newspaper that the $4 million 
contract awarded to MBB was laughable and 
a "cheap con-job" on the part of the United 
States 

He said it certainly didn't support the 
claim by Chancellor Helmut Kohl 's Chris­
tian Democratic Union that the SDI con­
tained "great opportunities" for German in­
dustry. Von Bulow said the contract was 
worth about 1 2% of the value of one Tor­
nado fighter plane, of which MBB makes 
hundreds as part of the European Panavia 
consortium. 

Von Bulow claimed that West German 
industry would get almost nothing from SDI, 
whereas its participation would be political­
ly "highly disastrous" since the plan was 
obstructing an East-West understanding. 

Banking 

Japan to open 
otT-shore system 

A leading Japanese government financial 
official was quoted in mid-July saying Japan 
hoped to start an offshore banking center in 
December which will compete with New 
York and London. Toyoo Gyohten, vice 
minister for international affairs at the Min­
istry of Finance, told Newsweek magazine: 
"We hope to see this market become active 
in December. Both Japanese and foreign 
banks will be able to establish offshore ac­
counts through which they can conduct off­
shore transactions with non-resident banks 
and corporations overseas ."  

Banks would be  allowed to conduct 
transactions without many of the usual Jap­
anese taxes and regulations . Gyohten said it 
was important for Japan, the world' s  largest 
creditor, "to increase direct investment in 
developing countries to help transfer not only 
financial resources but managerial skills and 
technologies . " 

• DEFYING A VETO by French 
President Mif;terrand on July 16, 
Prime Minis� Chirac announced he 
will push �ugh parliament his­
and the Tril*ral Commission's­
privatization .,lan to sell 65 state­
owned comp.,mes. The Chirac bill 
was submitte4 to the cabinet session 
the week of July 21 .  

, 
• ASEAN, the Association of South 
East Asian *ons, was advised in 
mid-July by �donesian Chamber of 
Commerce �d Industry Chairman 
Sukamdami Oitosardjono to estab­
lish a Euro�-style common mar­
ket to help cofubat the effects of stag­
nant world �mand for exports of 
ASEAN member countries.  

• THE TREASURER of Vector 
Corp. , one of the Iowa firms caught 
smuggling cluster-bomb technology 
to Israel, is i Donald Danforth, the 
brother of Sef1. John Danforth. Vec­
tor Corp. w� subpoenaed in early 
July for selliJ¥ its equipment to Israel 
in violation df the ban on the sale of 
the bomb-m4king technology to Is­
rael. Conve�ntly, Senator Danforth 
is the c� of the international 
trade c�tee of the Senate Fi­
nance Comdttee. 

I 
• THE A. FORCE plans to 
launch a satellite that has been hang-
ing in the St' ·thsonian Museum for 
1 5  years in rder to save more than 
$2 million, cording to Air Force 
officials. "Nothing is ever perma­
nently re�," said Walter Boyne, 
director of � museum. "We have a 
lot of thing� �hich would be capable 
of launch." What about the Kitty 
Hawk? ! 

• THE R.J\.TE of industrial insol­
vencies in $ermany is increasing. 
According tq the statistics for the first 
five months pc 1986, there has been 
an increase oIf corporate bankruptcies 
by 2%, as C<$paredto 1985. In May, 
20% of all �ptcies were in con­
struction. MPre bankruptcies are ex­
pected, sinct the state sector has cut 
construction f'Y 30% for the next three 
fiscal years. : 
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�TIillScience &: Technology 

Defense program advances 
U .8 . ceramics industry 

I 
I A new ceramic production process, in which the Russians currently 

lead, could be the key to industrial recovery in th� American 
Midwest, reports Robert Gallagher. 

Lawrence Livermore National Laboratory (LLNL) is looking 
for industrial corporations willing to commercialize an effi­
cient, new, productive ceramic production technology de­
veloped in Russia and already commercialized there , but 
mainly in laboratory development in the United States. As a 
result of Soviet work led by physicist A. G .  Merzhanov over 
the past 20 years , the Russians are ahead of the West and 
Japan in this area of advanced ceramics .  

Further research and development i s  necessary to bring 
the combustion process into the pilot-plant stage in the United 
States . A single, large organization such as a consortium of 
industrial firms, or a state government, could close the Rus­
sian lead by sponsoring such research and development, and 
then, construction of a pilot plant for the new ceramic pro­
duction technology. It is known in Russia as "self-propagat­
ing high-temperature synthesis" (SHS) ,  or as "combustion 
synthesis" in the United States . 

The Defense Advanced Research Projects Agency 
(DARPA) has asked Livermore to transfer this technology to 
American industry. In the interview below, Birch Holt, Liv­
ermore Laboratory principal investigator of the program in 
SHS , describes the technology and outlines what might be 
required to move to pilot-plant operation . 

This technology represents a unique kind of opportunity 
for the states of the industrial Midwest, now almost a waste­
land of industrial collapse in steel , auto, railroads , and other 
industries . Aggressive programs to develop and introduce 
new technologies like the SHS ceramics production process , 
or plasma steelmaking, will enable the United States to "Ieap-
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I 
frog" over production bottlenecks , and may provide the key 
to an industrial recovery in 'states like Illinois , Michigan , 
Ohio , and Pennsylvania.  

Self-propagating high-temperature synthesis involves ig­
niting the energy-producing , 1  exothermic reactions that pro­
duce ceramic compounds from mixtures of their elemental 
constituents . A small amount of energy, for example , about 
10 watt-hours for reaction of�itanium and carbon, is applied 
at a high energy-flux density ( 109 watts per square meter) 

FIGURE 1 
Schematic representation of Soviet pressure­
aided densification 

Vacuum 
vessel 

.� 

Light mechanical 
compression 
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through a tungsten wire or with a laser pulse or other means , 
to ignite the reaction of formation of, for example, titanium 
carbide from a mixture of titanium and carbon powders. If 
the powders are pressed into the shape of a desired part, and 
pressure is applied to the shaped reacting mixture , the result 
of combustion could be a finished product (see Figure 1).  

Self-propagating high-temperature synthesis of ceramics 
takes only minutes, and promises to replace many existing 
U . S. ceramic production methods for the production of non­
oxide ceramics .  Many existing methods require days to pro­
duce a single batch of powder or parts in an inefficient process 
little different from baking a cake. 

The Russians have been working with the process for 
about 20 years , and according to DARPA reports, now have 
nine plants in operation; each produces 1 ,000 tons per year 
of titanium carbide, silicon nitride, or supercanthol (MoSi2) .  
The Russians are presently licensing use in the West of a 
three-reactor unit which produces a continuous average out­
put of 90 kilograms per hour of ceramic powders . 

Self-propagating high-temperature synthesis has the un­
usual characteristic that it releases more energy than it con­
sumes, thousands of times more energy in the process reac­
tors that the Soviets are now retailing . Table 1 shows the 
basic physical properties of self-propagating high-tempera­
ture synthesis , and some examples of the energy transfor­
mation rates of SHS processes (expressed in output per kilo­
watt hour) . These figures represent only those conditions 
attained so far. 

Existing processes for production of non-oxide ceramic 
powders , such as the Acheson process for production of 
silicon carbide, use industrial furnaces that are run in batch 
cycles that take days. 

TABLE 1 
Physical parameters of self-propagating 
high-temperature synthesis 

Basic 
physical 
parameters 
Energy flux density applied 

Released (TiC) 

Ignition energy required 

Energy released (TiC) 

Examples 
Ceramic powders 

Titanium carbide 

The chemical furnace 
Tungsten carbide parts and 

titanium carbide powder 
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Output 
per kwh-

2 x 1 0' W/m2 Potentially infinite 

1 0· W/m2 

7- 1 4  Whrs 

850 Whrs/kg 

3 tons (30 kg batches) 

0.4 tons (batches of 3 1 -kg 

parts and 1 . 5 kg powder) 

Existing ceramic part productio� technologies also re­
quire several days' process time. The qtost advanced is known 
as injection molding . In this process, ceramic powders are 
molded with a wax into the desired shape; this process takes 
about a minute. However, the part must then be processed 
through an oven for three days to remqve the wax binder, and 
then be fired in a high-temperature furnace over a period of 
two days, before complete. 

The production figures of Table 2, show that self-prop­
agating high-temperature synthesis is tt more advanced meth­
od of ceramic powder and part produ(:tion. 

Production of ceramic powders. As with all SHS , one 
begins with powders of the elements «(,r compounds) to react, 
mixed in an appropriate ratio, and ;placed into a reaction 
vessel filled with an inert, oxygen-� atmosphere (for pro­
duction of titanium carbide, a mixture:of titantium and carbon 
powders) . Electrical energy (about 10 watt-hours) is applied 
to a portion of the material near the sUrface, through a tung­
sten wire or graphite strip (see Figur� 2) . This small amount 
of energy excites the exothermic (energy-producing) reaction 
of formation of the ceramic compound desired. The reaction 
then propagates completely through the mix. The energy 
released in production of titanium qarbide is in the area of 
850 watt-hours per kilogram of reacting material . 

In addition, metal powders may be reacted with nitrogen 
to produce nitrides . The Livermore program has made ad­
vances in this area that surpass the work done in Russia. 

Either way, the resultant ceramjc powders can be used 
for the fabrication of ceramic parts iri the conventional way, 
or for lubricants, electrolytes , and f�r grinding and polishing 
applications. The Russians have replaced tungsten with SHS­
produced titantium carbide in cuttin. tools, and also fabricate 

I 
TABLE 2 
Comparison of SHS with other existing 
ceramic powder and cera�ic part 
manufacturing methods 

EFD Process 
(W/m2) kg/kwh Time 

Ceramic powders 

SHS 1 0· 3,000 Minutes 
Acheson process N� 2 3 days2 

Ceramic parts 
SHS 1 0' 1 0,000 Minutes 

Injection molding 1 05 5 days 
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it into substitutes for industrial diamonds.  Silicon nitride is 
used for rocket nozzles and ceramic auto parts , and supercan­
thol for high-temperature industrial heating elements . 

Finished parts. In this application , the elemental pow­
ders are pressed into the shape of a final product, as is done 

FIGURE 2 
Schematic representation of Soviet 
synthesis of titanium carbide powder 
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in powder metallurgy . The ignition energy is then applied to 
the surface of the shape . The application of pressure to the 
combusting material is presently required to prevent the prod­
uct from being porous . With this technique , up to 96% the­
oretical densities have been achieved for titanium carbide at 
Livermore . Also at the national lab , solid aluminum nitride 
has been produced in an SHS developed there . 

Parts produced with SHS include titanium nickelide wire, 
plate and tubes used aboard Soviet aircraft for fuel and air 
lines; this material is produced in batches of hundreds of 
kilograms . 

The ideal SHS parts production technology would not 
require application of pressure .  Livermore scientists are also 
working on ways to achieve this . 

Gasless combustion castings. Ceramic castings is the 
latest technology development in self-propagating high-tem­
perature synthesis , and is still in the research and develop­
ment stage in Russia. In this process , SHS ignition of a 
mixture of a metal oxide , aluminum powder, and carbon, 
results in the reduction of the metal oxide by the aluminum, 
and the combustion of the reduced metal with the carbon, to 
produce a carbide. The process produces a slag of aluminum, 
in molten form. Of course, this slag can itself be a useful 
material . 
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Interview: Birch Holt 

The commercial potential 
and applications of SHS 

Birch Holt is the Lawrence Livermore National Laboratory 

principal investigator of the program in self-propagating 

high-temperature synthesis (SHS) . 

EIR: Suppose a company or a government agency such as 
the state of Illinois decided to build a ceramics industry based 
on this technology . How would they begin a program to build 
a pilot plant , based on either the Russian work or the work 
that's been done at Livermore and Los Alamos? What would 
they need to do this,  in manpower and equipment? 
Holt: We feel that in our combustion synthesis research, 
which has been going on for about five years , and which has 
been funded by DARPA, that we have reached a place where 
some of the ideas can be commercialized . 

EIR: Please give examples of ceramic compounds that could 
be produced and what applications . 
Holt: For example , alpha-silicon nitride , aluminum nitride , 
titanium nitride , and hafnium nitride , are all produced by a 
process which is different from what the Russians have done . 
We have received or have applied for patents on this process 
(see Figure 3) . Composite powders such as titanium carbide­
alumina, and titanium nitride-alumina, are other good ex­
amples of materials that we believe can be produced more 
economicall y . 

Silicon nitrides will be used in materials for ceramic 
engines . Aluminum nitride is used for electronic substrates .  
The sialons (silica aluminum-oxide nitride) are also used for 
ceramic engine applications . The composites have applica­
tions for cutting tools ,  grinding media, abrasives, and armor. 

We are looking forward to an industrial technology trans­
fer period. We have held one meeting with industry , and we 
are holding another meeting on June 5 ,  in which we are telling 
industrial people about the work that has been done here at 
the laboratory , and pointing out the different products and 
processes which might have immediate applications to in­
dustry . There is still much research to be done on combustion 
synthesis of these refractory materials .  We hope to form a 
consortium which will bridge the gap with industry . Again , 
how long it ' s  going to take , and how much money , all de­
pends on the particular chemical system. 
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EIR: What are some of the original applications of SHS 
developed at LLNL? 
Holt: We have done a lot of work with the nitrides . Nitride 
materials are used in electronic devices , as high-temperature 
crucibles for melting metals ,  and as cutting tools and grinding 
media. To produce silicon nitride or aluminum nitride pow­
ders by the SHS process had required the application of 1 ,000 
times atmosphere pressure for nitrogen gas to achieve com­
plete combustion and conversion of the metal to a nitride . 
We have succeeded in lowering the required pressure to 100 
atmospheres . Second, we have been able to produce alumi­
num nitride in solid form, directly from aluminum and nitro­
gen . Third , we developed an entirely new approach for the 
synthesis of metal nitrides by using solid sources of nitrogen . 
We mixed titanium powder with sodium azide , NaN3 • The 
mixture easily ignites and bums to completion in a few sec­
onds to produce pure titanium nitride powder. Due to the 
generation of high temperatures,  the sodium is vaporized 
during the reaction . With this experimental procedure , we 
have obtained 100% yields of TiN , HfN, and ZrN . We ex­
tended this method to the synthesis of solid solution . Tita­
nium carbo-nitride and various composite systems such as 
zirconium boride-zirconium nitride , and titanium-nitride-al­
umina. The titanium carbo-nitride has applications as a hard, 
high-temperature , and corrosion-resistant material . The zir­
conium boride-zirconium nitride product is a superplastic 
material , while titanium-nitride-alumina can be used in cut­
ting tools .  

EIR: How have the ceramic companies responded to  the 
LLNL program? 
Holt: Some companies are already doing work in combus­
tion synthesis . It looks like some are also willing to sponsor 
further research and development . However, in general the 
response has been sluggish, and the ceramic companies aren't 
paying sufficient attention . 

EIR: Let' s  take a specific example . Suppose a company 
wanted to set up a pilot plant to produce silicon nitride parts . 
You mentioned the ceramic engine application . There is also 
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an application in machine tools .  How would they go about 
doing that? What would they need to do? 
Holt: First, the concept that we've developed in the labora­
tory has to be evaluated as to the economics of the process. 
If those are favorable , then it has to be taken to the pilot plant 
stage and developed there , and then on to full production . 

EIR: What would be involved in the pilot-plant stage? You 
want to set up a plant-and I 'm talking about a pilot plant, a 
demonstration plant--where it begins like a big laboratory , 
and ends up as an operating small plant. We could take two 
examples: One would be the production of titanium carbide 
powder, which is something that I would guess is pretty much 
nailed down; and the other example would be the one we just 
discussed, production of silica nitride parts . 

FIGURE 3 

Holt: The Russians have pre well outlined what they have 
done with titanium and carbo ; they have used titanium metal 
and carbon black, as the two !reactants . And they react them 
in large containers , and produce kilogram batches . They use 
refractory containers , which can withstand high tempera­
tures. They have been able toicontrol the process so that they 
can get full reaction of the miflture . . 

Some question whether � process would be economical 
if you use titanium, because irs more expensive, rather than 
titanium oxide . However, yop can start with titanium oxide 
(Ti02) , and magnesium and c\ubon to make titanium carbide 
and magnesium oxide and then leach out the magnesium 
oxide . Then you'd have a fine grain titanium carbide . So, 
you can get around using tht!! more expensive elements, by 
going to other reactions . I 

Sequence . of operations in combustion synthesis ! 
I 

(a) Metal mixed with metal 

+ 

or 

Metal mixed with nonmetal 

+ 

The relatively simple process begins with the preparation of the 
reactants. The reactants can be (a) mixtures of two metal pow­
ders or of metal and nonmetal powders or (b) a metal powder 
that can be combined with reactive gases. The powders are cold 
pressed into a cylinder or may be ignited as loose powder. After 
a heated tungsten coil ignites the surface, the combustion wave 
moves rapidly through the material as the product is synthe­
sized. 
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(b) Metal powder 

Mechanical mixing 

�
I 
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ElK: How would the magnesium oxide be leached out? 
Holt: With hydrochloric acid . 

ElK: Is that easily enough done? 
Holt: Yes , that should be an economical process . 

There are investigators in our country, who are working 
on similar reactions. Raymond Cutler at Ceramatec is work­
ing on the silica, magnesium, and carbon reaction to produce 
a silicon carbide-magnesium oxide composite . The magne­
sium oxide is leached out leaving a submicron silicon car­
bide. 

ElK: So it seems some companies are already getting into 
this . 

Cold press into 
a powder compact 

Tungsten 
heating coil 

applied 

f Nitrogen or hydrogen 
gas introduced 
at 0.1  MPa and 

heating coil applied 

ElK July 26, 1986 

Combustion 
front initiated 

Holt: There are some industrial companies now doing work 
in combustion synthesis , but there is not very much infor­
mation available . 

EIR: Let me ask you how long does it take to leach out this 
magnesium oxide? Is that a quick process? Does it take hours 
or days? 
Holt: No, it ' s  a fairly quick process . 

ElK: So the process you have outlined is clearly a nice way 
to make titanium carbide powder without having to begin 
with titanium metal . And if somebody could do that then they 
would be in a fairly good spot competitively . 
Holt: Let me mention another process, which may be even 
more economical . That is the synthesis of ceramic composite 

Combustion front 
advances through 

compact 

Products: 
carbides 
borides 
selenides 
silicides 
sulfides 

Products: 
nitrides 
hydrides 
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materials . For example , you can produce titanium carbide­
aluminum oxide composites .  If one starts with titanium ox­
ide , aluminum, and carbon , the reaction produces titanium 
carbide-aluminum oxide , which is a cutting tool material. 

Now , if you react these ingredients in the usual SHS 
process , the product is a powder , not a dense product. We 
have been able to densify in the same operation by using high 
pressure techiques . 

The greatest benefit would be to be able to densify using 
chemical means instead of having to apply pressure. I don't 
believe anyone has been able to develop that process so far . 
In general , composite materials are one of the more promis­
ing areas , nearest to commercialization . 

In all cases , if you want to make a ceramic product like 
silicon nitride, for example , you have to look at the SHS 
process and see how it would compare with the conventional 
way of making silicon nitride . In some instances ,  conven­
tional ways may still be the best for making the powder . Each 
individual chemical system has to be examined on its own 
merits. I think that there are certain systems , where even 
making a powder with the SHS process, would be economi­
cal . 

ElK: It certainly seems from descriptions of the SHS pro­
cess that the energy efficiency is enormous compared to ex­
isting processes.  
Holt: That's one of the benefits. 

ElK: But also that the speed of the process is much higher, 
that you can accomplish a much greater throughput of pro­
duction per unit volume of production facilities than you can 
with something like the Acheson process and even compared 
to more advanced processes than the Acheson process. That 
suggests to me that the SHS process is going to be economical 
because you are going to have more product per manhour. 
What are the main costs aside from the raw materials? 
Holt: The main cost would be for the making of the com­
bustible container. The capital costs should be fairly low . 
This is assuming that you want to make ceramic powders. 

I really want to emphasize , that at the present state of 
development, we cannot simply react powder mixtures and 
produce a solid product without the application of pressure. 
Without pressure , it still may be economical , and in certain 
cases we believe that it is , but the product is usually a powder 
or a porous solid . 

EIR: What determines the variety of products that can be 
produced with SHS? 
Holt: For every chemical reaction, we can calculate the adi­
abatic temperature, using thermodynamic data. That temper­
ature is the highest temperature to which the products can be 
raised , without the loss of heat . So that's a maximuin tem­
perature . Usually, these temperatures for many reactions are 
very high , in the range of 2 ,000 to 4 ,0000 centigrade . With 
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most of these reactions , the t�mperatures are below the melt­
ing points of the refractory �roducts . If they are below the 
melting point temperature , t.en the process by which they 
are densified is by the application of pressure. If the combus­
tion temperature happens to tk above the melting point tem­
perature of the product, then! the product will be molten or 
fused. It's possible, then , to il st the liquid into some shape. 

Now , we have not done an work on casting; the Russians 
have done considerable wor on that process . They claim 
that they can cast monolithic Ji,odies. 

Most of the research with! castings has been done by the 
Russians with thermite-type reactions .  They mix an oxide 
with a reductant metal , such as aluminum, and with carbon. 
For example , we might have f1 mixture of molybdenum ox­
ide , aluminum, and carbon . they would be mixed together 
and then ignited. They will purn very vigorously and the 
products are molybdenum carbide and aluminum oxide . The 
combustion temperature is a�ve the melting-point of both 
of those materials . If they are iignited in a centrifuge , or in a 
horizontal refractory tube whi¢h is rotating at a rapid speed , 
then the centrifugal force will push the heavier material , to 
form an outside layer . The m�lybdenum carbide will be on 
the outside and the molten aluJinina will form an inside layer. 
As these materials cool dow' , a two-layered pipe will be 
formed. In other reactions ,  that do not separate , a matrix or 
a composite of two materials will be produced . 

The Russians also have p,tents on the casting process . 
The Japanese are also doing work in that area . 

ElK: What is this pipe useful tor? What are its applications? 
Holt: Well, it's a refractory pipe , so it could be used for 
corrosive materials or high-te"perature applications , 

j 

ElK: How did it occur that th¢ Russians got so far ahead of 
us in this area, according to th� DARPA reports? 
Holt: It's interesting how th�s started out. Apparently, a 
physical chemist , A. G .  Merzhanov , was doing theoretical 
work on the combustion of glll!es . Subsequently he investi­
gated the combustion of solids , He realized that as a result of 
these combustion reactions ,  thtre was a product formed that 
could have utility in technolob. They started to study the 
process,  and later farmed it o�t to different institutes, and 
from there into pilot plant operations . 

ElK: It's been reported in �e book written by- William 
Frankhauser that the Russian� have used SHS to produce 
titanium carbide tool bits , fo� cutting tools , and that the 
ministry responsible for tank production was inte.r<:.stC?d in 
this . Can you describe how th.t process works , or how we 
here- in the United States assumb that it works? 

. 

Holt: Well,  the reaction betwetn titanium and carbon , in the 
combustion mode , is a vigorou$ reaction . The product, with­
out doing anything to it, is alw�ys a very porous solid, or a 
powder; it is not a solid . So they have used the titanium 
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carbide as an abrasive material, or grinding material . There 
isn't much information in the Russian literature about their 
making the actual tool bits; they show pictures of them, where 
they have densified the material into the final product. 

As stated before, we have been looking at techniques by 
which you can both synthesize and densify the materials , 
such as titanium and carbon, by the application of pressure, 
applied either simultaneously to the reaction or right after the 
reaction, while the products are still at high temperature. 

EIR: In the SHS process , you apply a certain amount of 
energy to a mixture that's been prepared to be transformed 
into a ceramic powder, but you end up releasing a lot more 
energy than you applied, correct? 
Holt: Yes . 

EIR: In fact , I did a calculation that shows that you'd really 
have to go to a lot of trouble to set up a situation where you 
would release less energy than you applied? 
Holt: You can't do that, the reaction would not be self­
sustaining . 

EIR: It wouldn' t  propagate and . . .  
Holt: you wouldn't  be able to ignite it . 

EIR: What are the problems in producing silicon carbide or 
boron carbide , both of which are very important ceramic 

FIGURE 4 
Schematic representation of Soviet 
"chemical furnace" synthesiS 
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materials? � 
Holt: Both reactions are very weaklexothennally .  You can't 
ignite these because the adiabatic: temperature for silicon 
carbide is only about 1 ,5000 centigrade, and for boron carbide 
is 8500 centigrade. So you can't  get them to ignite in the same 
way as you can titanium and carbon. Because the chemical 
heats available from their reactions are not high enough, it is 
impossible for them to occur in a self-propagating mode . 

EIR: Boron carbide is one of the materials used in nuclear 
power reactors . Is there any way these problems can be cir­
cumvented in the SHS process? 
Holt: You circumvent those problems in one of several ways. 
First of all , you could raise the initial temperature. This 
would require the heating up of the reaction beforehand. 
Instead of reacting at room temperature , you'd react at some 
higher temperature. That would require a furnace , and that 
decreases the advantage of the process . 

Another thing that you could do is to drive it with another 
reaction. This is what the Russians refer to as a "chemical 
furnace. " They surround a reactant which has a low exoth­
ermicity with one which has a very high exothermicity . For 
example, put boron and carbon in a crucible made up of 
titanium and carbon, ignite the titanium and carbon, then you 
can drive the boron carbide reaction using the energy released 
by the titanium carbide reaction , and making boron carbide 
and titanium carbide (see Figure 4) . 

Boron carbide could also be synthesized in a thermite­
type reaction , involving boron oxide and magnesium and 
carbon , which combust to form boron carbide and magne­
sium oxide . 

EIR: And so you produce two products? 
Holt: Yes .  

EIR: What other advances do you expect might come out of 
the SHS process? 
Holt: One of the biggest applications in which we want to 
do some work, is the formation of new materials . Inherent in 
the process are high temperatures and very high heating rates, 
and those are the very characteristics that could be used in 
the formation of metastable or nonequilibrium materials . One 
focus for research would be the ability of these inherent 
characteristics of the process to fQTIIl metastable or nonequi­
librium crystal phases .  The Russians refer to one of those , 
cubic tantalum nitride, which was formed by this process 
before it was formed by high pressure. But this is really a 
high pressure form. That was the first indication that SHS 
does have applications to making new materials . Because of 
the high temperatures that are realized in the reactions , and 
particularly the high rates of heatings , which may vary from 
103 to 1 <Y'  degrees centigrade perl second, and with the pos­
sibility of controlled cooling , then it is possible to form new 
phases . This should be a very worthwhile avenue of research. 
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The Philippines: 
Corazon Aquino's 
first 100 days 
by Uwe Henke v. Parpart 

President Corazon Aquino's first 100 days in office have passed , and, in a recent 
Pravda article , Philippines Minister of Infonnation Raul Locsin and presidential 
spokesman Rene Saguisag offered their evaluations. 

"We strove not to generate vain expectations ," said Locsin. "Aquino warned 
that the Filipinos would have to make sacrifices even after the overthrow of the 
dictatorship. She did promise, however, that the administration would share them 
with the people . "  (How , Locsin did not say.)  

"It is impossible to expect too much from us too soon," added Saguisag. "The 
important point is that the people should feel the main c.ttange: Aquino sincerely 
wishes to put an end to_abuses of power. After all , injustice is even more difficult 
to accept than poverty."  (Note that Saguisag is a member of the generally poverty­
stricken legal profession. )  

Such facile nonsense may even disappoint Pravda readers , who a re  nO,t usually 
spoiled by an abundance of reliable infonnation-or perhaps they will simply find 
it a boringly familiar refrain . -

We would be more willing to heed Aquino government spokesmen's pleas to 
"Give us more time ," if in our judgment the economic and security policies of the 
first 1 00  days had any realistic chance of succeeding or if they even so much as 
pointed in the right direction . They demonstrably do not . As EIR analysts develop 
in more detail below, the economic policies of Finance Minister Jaime Ongpin 
and Central Bank Governor Jose Fernandez represent an unbroken continuity with 
the previous VirataiFernandez policies of compliance with International Monetary 
Fund prescriptions at the expense of the welfare of the nation . Internal security 
policy meanwhile is based on blatant misevaluation of the nature of the New 
People's Anny/Communist Party, leaving the ill-equipped and underfunded (New) 
Anned Forces of the Phifippines (NAFP) in purely defensive and untenable posi­
tions, 3S offers of amnesty and negotiations continue to fail to bring the NPA 
"down from the hills ."  Such policies hold no promise other than continuing eco­
nomic hardship and military defeat at the hands of terrorist insurgents . 

Even granting the best of intentions to Mrs . Aquino herself, it is our prognosis 
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that the policies of her appointed cabinet officers (and self­
appointed Jesuit advisers) must of necessity further the ero­
sion of political stability . As the largely Manila-based "peo­
ple power" euphoria finally dissipates , increasingly violent 
political factionalism in the armed forces and civilian sector 
will at the same time work against early re-establishment of 
constitutional democracy. 

We repeatedly forecast and warned against the present 
turn of events . It requires no great gift of foresight to predict 
the economic policy course to be chosen by a finance minister 
whose former business associates include some of the most 
notorious organized crime-linked figures in the United States, 
or the security policy insisted on by former close associates 
of pro-terrorist "human rights" lawyer Ramsey Clark, the 
former U . S .  attorney general . 

Soviet collective security 
But we derive no satisfaction from our accuracy. A polit­

ically stable and economically healthy Philippine republic is 
an essential U .S .  Asia-Pacific ally . 

This is true not only in the narrow military sense of the 
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security of the U. S .  bases at Subic Bay and Clark Field 700 
miles across the South China Sea from the Soviet build-up at 
Danang and Cam Ranh Bay .  The Soviet political and military 
leadership is not stupid. They will not simply push the narrow 
line of removal of U . S .  bases . That task can be left to local 
agitation by the likes of Sen. Jose Diokno and others . Politi­
cal and economic chaos in Manila provides them with the 
broader strategic opening of breaking another Pacific ally out 
of strategic alignment with the United States . Left to its own 
devices , the Philippines would then be invited to enter into 
discussions and arrangements for collective, regional secu­
rity agreements , and begin to see the advantage of mutually 
beneficial build-up of economic , cultural , and scientific ties . 
Such arrangements , "ensuring the security of Asia, are of 
vital importance to the Soviet Union, a major Asian power, " 
stated Soviet leader Mikhail Gorbachov to the 27th Congress 
of the Communist Party of the Soviet Union in February 
1986. 

How vital and timely the Soviet Union considers its new 
Asia foreign-policy initiatives ,  adopted at the 27th Congress , 
is underlined by the unprecedented Asian shuttle diplomacy 
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offensive conducted this spring by fonner Deputy Foreign 
Minister Mikhail Kapitsa, which would put Henry Kissinger 
to shame. Soviet analysis and objectives are spelled out in 
Far Eastern Affairs, the authoritative journal of the Institute 
of the Far East of the U . S . S .R .  Academy of Sciences, edited 
by Kapitsa and V. A. Arkhipov . We will quote from the Far 
Eastern Affairs (2/ 1986) document summaries of the 27th 
Congress proceedings and an accompanying article on "A 
Comprehensive Approach to the Problem of Asian Security" 
by Prof. I. Kovalenko, which outline Soviet policy . 

According to the report on the 27th Congress: 
"People in the Asian countries are increasingly conscious 

of the fact that peace and stability on the continent cannot be 
secured by a strategy aimed at confrontation and intensive 
militarization. Evaluating the situation in that part of the 
world, mention must be made of the critical view taken by 
the ASEAN [Association of Southeast Asian Nations] coun­
tries of the U . S .  plans for a so-called Pacific Community 
whereby the United States obviously intends to become a sort 
of 'manager' of the military and economic policies of the 
world's most densely populated continent. The ASEAN 
countries fear, for example , that the Community might un­
dennine the role of their organization . Nor are they delighted 
by the prospect of becoming dependent on the U . S .A.  and 
Japan first economically and then also politically and militar­
ily . 

"In view of the Soviet Union , if there is to be lasting 
peace and security in Asia, the countries in the region should 
not split up into military , political or economic blocs , but 
should mobilize all their efforts to combat the war dan­
ger . . . .  

"It is commonly acknowledged that the question of peace 
and stability in Asia cannot be settled overnight . It is a long­
tenn job that will program from phase to phase , moving 
carefully from bilateral or multilateral accords already or still 
to be concluded to more extensive agreements , with a gradual 
consolidation of stability in the region . "  

And from Kovalenko' s  article: 
"The pulse of life of the Asian continent is felt throughout 

our planet. The turbulent developments in Asia have been 
attracting the attention of all those who favor the consolida­
tion of peace and security of nations . " 

Among the points listed as encompassed by Soviet policy 
toward the region, Kovalenko cites: 

"Eighth . Inadmissibility of creating new and expanding 
the already existing blocs in the Asia-Pacific region and the 
elimination of foreign bases there . The existence of military­
political blocs and close groupings , as well as military bases 
on foreign territories is a crucial source of tension. That is 
why the world democratic public maintains that such blocs 
should be disbanded and the bases eliminated . . . .  

"Ninth . Creation of peace zones and nuclear-free zones 
in different areas of Asia, the Pacific and the Indian Oceans. 
The creation of peace zones and nuclear-free zones in differ-
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ent geographic regions presents an efficient form of struggle 
against the nuclear arms race . . .  . 

"Tenth . Mikhail Gorbachov . . .  mentioned the need for 
carrying out confidence-building measures in the military and 
political fields among the actions aimed at ensuring a bene­
ficial situation for the realization of Asian security . . . . 

"Mikhail Gorbachov' s  statement emphasizes: 'The im­
plementation of our program would radically change the sit­
uation in Asia . . . and would elevate the security in that 
region onto a qualitatively new level . ' " 

Despite the bureaucratic double-talk , what is clear from 
these quotes is that the Soviet Union , a great Asian power 
unlike the distant United States , claims the right to be sur� 
rounded by friendly or at least non-aligned nations , and is 
implementing policy to effect such an outcome . Offering 
lucrative trade deals to ASEAN countries hurt by U .  S .  import 
restrictions is part of the policy; continuing the military build­
up in Indochina and Northeast Asia is the other side of the 
coin. 

How does the Philippine situation fit into this picture? 
Soviet "peaceful · co-existence" policy does not require that 
governments moving toward such an arrangement subscribe 
to the "socialist system ."  The existence and growing vitality 
of "progressive democratic forces" pushing governments in 
the proper direction are all that is required . 

The Philippine situation certainly looks promising from 
that standpoint. Amnesty for previously jailed communist 
and terrorist leaders has strengthened the hard core of the 
civilian left ,  creating new opportunities for direct Soviet in­
puts . Groups advocating the removal of U. S. bases are now 
re-Iaunching their campaign , with a demonstration over the 
July 4 weekend in front of the U .S .  embassy in Manila. They 
were joined by 1 7  members of Mrs . Aquino' s  50-member 
constitutional commission , who demanded the inclusion of a 
clause banning all foreign military bases in the preamble of 
the constitution . 

Also on July 4, Philippine Deputy Foreign Minister Jose 
Ingles said that a move to declare Southeast Asia a nuclear­
free zone will be on top of the agenda of the ASEAN summit 
in Manila next year. Ingles said that senior officials are-now 
studying a treaty providing for a nuclear-weapon-free zone 
in the region . A similar move by New Zealand just led to 
U . S .  withdrawal from the ANZUS military pact in the South 
Pacific . 

There is yet no positive evidence of Soviet deep involve­
ment in the NPA insurgency, but certainly Soviet political 
leaders and covert operations specialists are evaluating the 
opportunities that present themselves as the Aquino govern­
ment tries to talk the insurgents "down from the hills" at-a 
time when their strength and level of operations are increas­
ing at an unprecedented rate . In Mindanao, the NPA is now 
operating in close to batallion-size (300-400) units , and is 
holding territory on a previously unrealized scale . Fifty to 
sixty percent of Philippine armed-forces fighting strength is 
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now concentrated 6n Mindanao, but is politically hamstrung 
and pinned down in fixed, defensive positions . 

While the Soviet Union has a clearly articulated South­
east Asia policy and is being presented with ample opportun­
ities for its implementation, what in the meantime are the 
analysis and policy objectives of the Reagan administration� 
and o� congressional leaders who had such a large hand in 
the Manila February Revolution and such expectations for it? 
Part of the answer is contained in a June 3 statement by 
Assistant Secretary of Defense for International Security Af­
fairs Richard Armitage, before the U .  S .  Foreign Relations 
Committee: 

"Despite anticipations to the contrary , the departure of 
Mr. Marcos did not with one stroke solve the problems of the 
Philippines .  There was no immediate infusion of foreign 
capital to buoy the economy; the insurgents did not give up 
their arms and 'come down from the nills' ;  and despite the 
emergence of a popular government, the democratic process 
awaits definition by a new constitution . . . .  

"In response to President Aquino's reconciliati'On efforts , 
the CPP [Communist Party of the Philippines] has indicated 
its intention to remain outside the democratic process . Except 
in rare instances , the NPA has refused to lay down its arms 
and is av�iding negotiations for a nationwide ceasefire . Far 
from embracing the new government, the communists are 
exploiting the NAFP's defensive posture by reorganizing, 
regrouping, and recovering from its election setback for the 
clear purpose of reinvigorating the insurgency . In fact, while 
the NAFP remains in defensive position , the NPA attacks 
and continues the agaw armas (arms grabbing) campaign. 

"The CPP and NPA did indeed suffer a substantial polit­
ical defeat when they decided to boycott the election. But 
they have also achieved some substantial military gains , seiz­
ing more than 300 weapons during the confusion of the tran­
sition and killing more than 800 soldiers and civilians since 
the accession of the Aquino government. In fact, there were 
over 200 violent incidents in March alone, and it is accurate 
to state that NPA assaults have become more aggressive than 
ever. The anticipated surrender of large numbers of NPA 
forces has yet to occur, and CPP political cadre are exploiting 
the complicated process of transferring authority at the local 
level. The NPA remains a serious threat to the Philippine 
government, with a strength of more than 22,500 armed 
troops and 15 ,000 support personnel . . . .  

"I must also point out, Mr. Chairman, that the Aquino 
government has reduced Philippine defense expenditures. A 
pay raise announced in March has yet to be implemented, 
and the 1986 defense budget has been cut by almQst 14%, 
with further cuts anticipated in the months ahead. Under such 
circumstances ,  we can not expect an immediate and cQmplete 
eradication of corruption and human rights abuses . . . .  

"And lastly , but by no means inconsequentially, the mil­
itary situation is serious and getting worse, with the CQm­
munists enjoying the initiative and assuming de facto control 
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in areas where government influence has been eroded over 
the years . We sincerely hope that President Aquino's  offer 
of a ceasefire and an amnesty is ultimately accepted in good 
faith by the communists . As a general proposition, we sup­
port any program that would reduce bloodshed and eliminate 
the prospect of Filipinos killing each other. However, the 
continuing brutal attacks by the NPA and CPP's continuing 
adherence to the doctrine· armed struggle, leave little doubt 
in our minds that, at the end of the day, military action will 
be required to defeat the insurgency ."  

This i s  the same Mr. Armitage who on Oct. 30, 1985 , 
before the same Senate committee, stated that barring dra­
matic change (that is, removal of President Marcos and lead­
ing military figures) , we could face a situation of strategic 
stalemate in the next three to five years between the NPA and 
the government, and who, along with then Assistant Secre­
tary of State for Far East Asian and Pacific Affairs Paul 
WolfQwitz, charted and implemented the Reagan administra­
tiQn's policy which produced the current state of affairs . As 
a Japanese friend in Washington commented on reading Ar­
mitage's  June 3 statement: "If he were a Japanese official , he 
would have done the only honorable thing after delivering 
his testimony-seppuku" (ceremonial suicide to cleanse his 
reputation) . 

The final twist in Armitage' s  testimQny is his admonish­
ment that "the Aquino government must recognize the vital 
necessity of integrating economic, military, and social pro­
grams into a comprehensive framework which will defeat the 
NPAlCPP." That is true enough, but Armitage might ask 
himself how the Aquino government is to carry out such an 
imperative, when the United States , led by Secretary of State 
Shultz, is demanding that the Philippines adhere tQ the IMF­
dictated destructiQn 'Of the Philippine econQmy. Has it not 
occurred to Armitage et al . that if such policies of econQmic 
disintegratiQn were able tQ bring dQwn the MarcQS gQvern­
ment, the same policies will make it impossible fQr the Aqui­
nQ gQvernment tQ secure political stability? And, has it nQt 
occurred tQ them that the cQnsequences 'Of this failure CQuid 
well be the realizatiQn 'Of Armitage's  warnings? 

Or has it occurred tQ them? The February RevQlutiQn and 
the unfQlding events in the Philippines cQhere with the de­
signs 'Of the Guam Doctrine 'Of Henry Kissinger and his CQ­
thinkers fQr the strategic withdrawal 'Of the United States from 
the Pacific theatre. In 1977 , this policy fQr the Philippines 
was asserted by New Yalta strategist GeQrge Kennan: "The 
'Original justificatiQn fQr the maintenance 'Of the Philippines 
bases has nQW been extensively undermined. The American 
response t'O the situatiQn that nQW exists shQuld be, surely, 
the immediate, cQmplete resQlute, and wQrdless withdrawal 
'Of the facilities and equipment they contain, leaving tQ the 
Philippine gQvernment the real estate and 'Only that ."  

It WQuid appear that the Philippines, America's sister 
republic in the Pacific , has been sacrificed tQ the SQviet right 
tQ be surrQunded by friendly 'Or nQn-aligned natiQns .  
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The February coup against the Marcos 
governlIlent: an eyewitness 'account 
by Paul Goldstein 

The events in the Philippines which forced President Ferdi­
nand Marcos from office were planned by the U.S .  State 
Department and the bankers' faction of the CIA long before 
the events of Feb. 22-25 in Manila. As an eyewitness to the 
developments that occurred during the days when Marcos 
was ousted, and having met leaders of what was then the 
opposition as well as of the Marcos government, I can report 
with absolute accuracy that without the support of the State 
Department and Ambassador Stephen Bosworth, along with 
those elements of the CIA supporting the "official line," there 
never would have been a coup d' etat against Marcos . 

Many of my Filipino friends and contacts, both civilian 
and military. who were caught up in anti-Marcos campaign 
frenzy, were motivated by a desire to improve the situation 
in the Philippines, hoping and praying that the removal of the 
"corrupt dictator" would permit the Philippines to renew its 
existence. However, as I told both pro-Marcos and pro-Aqui­
no forces, the real control over the direction of the Philippine 
crisis did not lie within the Philippines.  but with forces out­
side the country-in London. Geneva. and New York. De­
spite many Filipinos' best intentions, the February events 
were pre-calculated; even the funding for the Catholic 
Church's Radio Veritas was provided by the State Depart­
ment, prior to February. This revelation came as no surprise 
to EIR. when Undersecretary of State for Political Affairs 
Michael Armacost made this point to officers at the Foreign 
Service Institute last May. 

Our friends on both sides of the fence were simply pieces 
of the chessboard, to be discarded if necessary . 

I happened to be meeting with some of the key people 
who supported Cory Aquino when her new cabinet was an­
nounced. With the report of the re-appointment of pro-inter­
national Monetary Fund banker Jose (Jobo) Fernandez in the 
Aquino cabinet, my friends went into shock. realizing that 
EIR's  assessment of how the game had been played was 
correct. 

Although the Soviet intelligence services have been at 
work within the labor unions. among students, and the Com­
munist Party of the Pbilippines/New People' s Army, Mos­
cow has not yet fully exploited the insurgency, preferring the 
approach it took in Nicaragua, where the Jesuit-led Theology 
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of Liberation forces succeeded before the Russians "decided" 
to provide political and military support. The Philippines is 
slated tar the same treatment. 

Upon my arrival in Manila one week after the Feb. 7 
elections, I found that the single most significant fact about 
the election was the role of the international media, especially 
the U.S .  media. in shaping the environment for Marcos's 
overthrow. Nearly 1 .000 journalists and media technicians 
gathered at the historic Manila Hotel . They scurried around 
like frantic ants, looking every which way to discover a new 
scandal about the election. Their assigned role: Keep the 
pressure on the Marcos forces; pressure Marcos into making 
mistakes; and breathe new life into the Aquino forces, which 
were committed to a massive civil disobedience campaign in 
protest of the election. 

The operational role of the media had actually begun 
when Marcos agreed to a series of U . S. television interviews. 
This culminated in Marcos's  decision, announced in an in­
terview with NBC's David Brinkley, to hold "snap elec­
tions," a decision that later proved to be the beginning of his 
downfall. Marcos had been backed into the decision through­
out the previous weeks by the combined, and at times--con­
fiicting. efforts of the State Department, his CIA channels, 
and Sen. Paul Laxalt's (R-Nev.)  trip to Manila in September 
as a special emissary for President Ronald Reagan. Once 
Marcos made the decision to hold the election, the decks 
were cleared for the next phase of the operation. 

Observer teams were sent from the U . S .  Congress and 
from think-tanks sponsored by the special operations branch 
of Project Democracy, a faction of the W all Street-controlled 
elements of the intelligence community. The political circus 
generated by the media, surrounding the deployment of var­
ious senators and congressmen to Manila, fueled the pressure 
campaign. I ran into several members of these observer teams, 
including Allen Weinstein, a former executive director of 
Project Democracy and ally of Rep. Stephen Solarz (D-N. Y.). 
Weinstein had bitterly complained to members of the Phil­
ippines parliament about EIR's coverage of his role. 

The observer teams promptly moved to give full backing 
to the National Movement for Free Elections (Namfrel) head­
ed by Jose Concepcion, now a cabinet minister under Aqui-
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no . Originally established in 1 953 and financed by the CIA 
to help bring Ramon Magsaysay into power, Namfrel acted 
as the institutional rallying point for the Marcos opposition, 
completely backed by the State Department, Congress, and 
the Cardinal Sin-led Liberation Theology forces . Between 
the announcement of the snap election and Feb. 7 ,  Namfrel 
chief Concepcion traveled to the United States at least three 
times, working with the Federal Election Commission, Con­
gress, and the State Department's  Philippine Desk officer, 
John Maisto . 

After the elections , as the media and observer teams 
continued their activity in Manila, the White House arranged 
for Ambassador Philip Habib to come to Manila to aid in 
working out "power-sharing arrangements" between Marcos 
and Aquino. Habib's trip was arranged from Marcos 's  side 
by the public relations firm of Black, Manafort, Stone, and 
Kelly of Alexandria, Virginia. Marcos had been led to be­
lieve by White House officials and President Reagan himself, 
that his primary problem in dealing with Congress was "bad 
publicity . " 

A Marcos confidant gave me a listing of Habib's  meetings 
in Manila. Habib' s  primary purpose was to profile Marcos's  
ability to govern under the condition of  "tainted elections," 
civil disobedience, and an increasing communist insurgency. 
The content of Habib's meetings was reported to me by 
several of Marcos' s  circle, including cabinet ministers . It 
was evident that a coup was in the works . 

'Plausible denial' 
On Friday morning, Feb. 2 1 ,  I had two meetings-one 

with a member of Marcos's inner circle and the other with 
leading military officers . In the first, I was shown a copy of 
an unsigned message sent to President Marcos .by the CIA 
station chief, on behalf of CIA chief William Casey , denying 
any coup plot or assassination operation against Marcos . In 
the parlance of the intelligence community, this message is 
called "plausible denial ," intended to throw off Marcos from 
thinking thatthe United States would back Aquino. Accord­
ing to the source , Marcos had Reagan' s  guarantee that he 
would be backed all the way, provided he made certain 
concessions . 

Later on, I received a profile of the Armed Forces of the 
Philippines, indicating those individuals on whom Marcos 
could count if a military coup erupted. The U.s. embassy_ 
estimated that Marcos had at most 1 ,500 loyal troops. In the 
second meeting, I was asked if there was a coup in the making 
by forces associated with Defense Minister Juan Ponce Emile 
and Acting Chief of Staff Fidel Ramos . Marcos' s  military 
forces were clearly preparing to prevent a coup. 

On Saturday morning, Feb. 22, the day Emile and Ramos 
occupied Camp Aguinaldo and later Camp Crame, I discov­
ered that a "contract employee of the CIA" had already pre­
pared the way for the occupation by proceeding, ahead of 
Emile and Ramos , to Camp Aguinaldo. Once the occupation 
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began, U . S .  embassy personnel were �huttling back and forth 
between Aguinaldo and Malacanan. Palace, meeting with 
Marcos as intermediaries for Enrile aitd Ramos, advising the 
avoidance of bloodshed. The State �artment-funded Radio 
Veritas was broadcasting calls to the population to come out 
in support of Enrile and Ramos . Nearly 1 million people from 
the Metro-Manila area came to the scene. A special psycho­
logical warfare unit was created under the control of General 
Ermita, with U . S .  advisers planting disinformation into those 
armed forces units still loyal to M�os. One example was 
the story that Marcos had left MalaclPtang Palace on Sunday 
morning, well before his actual departure . 

The turning point in the military .ide of the coup was the 
defection of the Air Force units from Villamor Air Base, who 
took two planes and a helicopter and bombed Malacanang 
Palace. This broke Marcos psycholo&ically . He was also told 
that the U . S .  forces at Subic Bay and Clark had aided the 
"rebel" forces . At that point, he knew he was finished; he 
then received a phone call- from Sertator Laxalt, who asked 
him to leave Malacanang , to avoi4 bloodshed, given that 
certain loyalist troops had moved into position at Aguinaldo 
under Marine General Tadjier. i 

At each phase of the operation, liotwithstanding the pop­
ular mobilization within Metro-Manilja, the hand of the United 
States was directly involved. The kejY to the operation was to 
play the politics of the capital city, � Aquino forces' strong­
hold, including the takeover by thejrebel forces of the gov­
ernment TV station. With a solid pqrtion of leading military 
officers having swung over to EnrUe and Ramos, coupled 
with the seizure of both the civilw, and military communi­
cation grid, the Marcos forces were !routed without a fight. 

It should be kept in mind that if Marcos had gotten the 
upper hand , the same U . S .  intellige,ce networks which were 
aiding the . opposition were also in . position, if needed, to 
maintain their lines of comtnunicatipn· and contaCt with Mar­
cos . But no matter who emerged in rower, the economic and 
financial policy was not going to � altered; tile IMF and the 
U . S .  commercial banks were not Going to permit any break 
with their stranglehold on the Philifpines economy. 

I met Mrs . Aquino about a ",eek after the change of 
government, to warn her· about the ¢onsequences of retaining 
the IMF austerity policies that haa destroyed Marcos . .  For 
nearly three years, Marcos had pl.ted the seeds of his own 
downfall by adhering loyally to the dictates of the IMF; 
rationalizing this with the belief thatt be had to do this to keep 
in the good graces of the United �tates . ·  Mrs. Aquino was 
polite, but declined to indicate the jdirection her government 
would take, except that she had already appointed Marcos' s  
central banker, Jobo Fernandez, to!the same job h e  had under 
Marcos. I insisted that the fate Qf her government would 
depend upon how she dealt with , the IMF; no matter how 
much good will she thought she J had, unless she changed 
economic policy, she would be � doomed to the same fate 
as her-predecessor. I 
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The Terrorist Insurgency 

The growing power 
of the outlaw NPA 
by AI Douglas 
On Feb. 26, following the U . S . -backed coup in the Philip­
pines which ushered in the government of President Corazon 
Aquino, new Prime Minister Salvador Laurel announced that 
the Aquino government would amnesty all political pris­
oners, including the founders of the terrorist New People' s  
Army, jailed for the past decade. Said Laurel: "I  believe that 
given a credible government . . .  90% of the New People' s  
Army will lay down their arms and come home . "  Less than 
four months later, in the face of an increasing number and 
ferocity of NPA attacks , Chief of Staff of the Philippine 
Anned Forces Fidel Ramos had a different assessment: "Time 
is on the NPA side . If we don't move just now, we may end 
up like Vietnam or Cambodia, which just let things slide . We 
have to choose what kind of society we want . "  

The chief rationale for the coup against President Ferdi­
nand Marcos had been that the presence of this "hated dicta­
tor" was the major factor in the growth of the NPA. Having 
amnestied all political prisoners , including NPA founder Jose 
Maria Sison, the Aquino government has begun the process 
of "reconciliation talks ," whose first formal session took 
place in Manila on July 2 .  The NPA's  response to these 
overtures has been a brutal escalation of attacks , including 
the ambush of an army convoy in Quezon province, killing 
1 1  soldiers and wounding 8, just two days before the talks 
opened. Agriculture Minister Ramon Mitra, one of the gov­
ernment' s  chief negotiators , said of the attack, "I'tl like to 
think it has absolutely no bearing on these talks . It could well 
be just another isolated incident. " 

The drumbeat of these "isolated incidents" has been in­
tensifying ever since the Feb. 22-25 coup, to the point that 
the NPA has taken control over various areas of the country: 

• Northern Luzon: NPA actions dominate the Cordil­
lera mountains , where they are coordinated with local natives 
who grow marijuana, on contract to the NPA .  

• Negros Occidental: The major sugar-growing region . 
Particularly southern Negros has been a prime NPA recruit­
ing ground since the collapse in sugar prices which destroyed 
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I 
local farmers . An NPA unit t�k over an Army camp in the 
town of Hinobaan in the sou� , 348 miles south of Manila. 

• Samar: According to l Provincial Commander Col . 
Ibarra Mariano, 87 1 baranga� (village units) in the 15 towns 
of northern Samar have been! penetrated by rebels .  Among 
the 970 barangays in Samar, 323 have been entered by NPA 
people, 1 00  are under NPA ihftuence , and another 400 are 
targeted for near-term penetrakion . 

• Mindanao: In this rich, southernmost island, the cen­
ter of much of the country'. mining activity , the central 
government maintains very little authoritY . The NPA-allied 
and Qaddafi-backed Moro National Liberation Front has de­
manded autonomy for the isUmd from the Aquino govern-
ment . 1 

The scale and coordinatio. of NPA attacks is mounting. 
The attack on Hinobaan was darried out by a 300-man unit , 
the largest such unit yet deployed, and coordination is being 
maintained over increasingly kt"eater areas , through the use 
of UHF tranceivers . 

I 
The Khmer Rouge of th� Philippines 

In opening the reconciliat�n talks , the Aquino govern­
ment has fundamentally misc�ulated the nature of the NPA.  
Far from being idealists who 'I'went to the hills" because of 
injustice , the core of the NP{\ is comprised of terrorists , 
whose ideology and methods Imark them as the Philippine 
equivalent of Cambodia's genOcidal Pol Pot and his Khmer 
Rouge forces . Further, the NPA is not a centralized organi­
zation with which the govern�ent can negotiate, but rather 
an amalgam of 1 )  a dominant taction of leftist-terrorists op­
erating under the banner of ThOology of Liberation, 2) drug­
growing narco-terrorists , and ]) tribal groupings such as the 
Kalingan headhunters, organiz¢d by the anthropologists who 
have infested the Philippines since World War II , and who 
have deployed the "endange� peoples" against crucially 
needed economic projects such as the Chico River Dam by­
dropower plant, which had beett planned for the Cordillera. 

To the extent that the NPA � a centrally deployed force, 
it operates using Pol Pot-style �ctics of terror, including the 
systematic assassination of gov4rnment officials, trade-union 
and village leaders, and peasadts who refuse to pay revolu­
tionary "taxes . "  In so doing, th� NPA insurgents are follow­
ing the guidelines set in the offi4:ial NPA manual , A Guide to 
Establishing a Mass Base in the�ural Areas, which instructs 
cadre to assassinate any "enenUes of the people , spies , and 
unreformed elements who hin�er the development of the 
revolutionary movement in the �rrio."  

Precisely as  the Khmer Rouge carried out some of the 
first major slaughters against tleir own members , on June 
19 ,  at a site 520 miles southeas� of Manila, soldiers found a 
mass grave of 28 "suspected informers" from the NPA, to­
gether with some civilians . In thC southern island of Mindan­
ao, Church authorities report the recent torture, and then 
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slaughter, of another 30 NPA members suspected of being 
anny "deep penetration agents." The "informers" are dragged 
before an audience of villagers , stabbed first in the legs, 
buttocks, back, shoulders , and stomach before a dagger is 
plunged into their chests to finish the job. In Butuan City, the 

. bodies of at least 24 victims of suirunary executions have 
been discovered over recent weeks, often with their hands 
and feet chained and padlocked, and brutally tortured. 

For the peasants not killed, increasing numbers in remote 
areas are forced to work in NPA agricultural concentration 
camps, e;g. , in the mouhtainous areas in Inpakibil , Clavaria, 
and Gingoog . City , where 1 ,000 peasants were kidnapped 
from nearby towns and taken to work at slave-labor farms to 
provide food for the NPA. Most of the hostages were ab­
ducted on Feb. 17 ,  and by June, 1 8  of them had died from 
hunger and disease, their bodies left in the forest or thrown 
into the river. As for the rest of the Pol Pot program, one 
Communist Party leader called for the depopulation of Ma­
nila: "We can't support Manila the way it is ."  

NPA faction in the government 
In an interview in the Philippine newspaper We Forum 

published on March 24, Jose Maria Sison, the founder of the 
Communist Party of the Philippines (CPP) announced, ''The 
left has ' plenty of leverage in the new government. I am 
confident that the left has enough leverage to gain a major 
position in the flow of legal political life in the COUlltry. . . .  
In a certain sense, the NPA is even supporting Mrs. Aquino. "  
The "major position" in the political life of the country which 
the CPP-NPA is pushing for, includes the following de­
mands: 

• The Armed Forces of the Philippines (AFP) must be 
"completely overhauled"; Defense Minister Juan Ponce En­
rile and Chief of Staff Fidel Ramos must be fired; the AFP 
budget must be drastically cut, and its troops not be allowed 
to leave their barracks . 

- The  strategic U . S .  facilities , Clark Airfield and Subic 
Bay Naval Base, must be dismantled. 

- The CPPINPA must be formally included in the ruling 
government coalition. 

NPA leaders have said that they are unanimously agreed 
that under no circumstances-even inclusion in the govern­
ment-will the NPA rebels lay down their arms . 

The left-wing support apparatus for anti-Marcos terror­
ism is already included in the government. . NPA leader Si­
son's personal lawyer is Joker Arroyo, who is also President 
Aquino's executive secretary, a post so powerful that its 
holder is traditionally referred to as the "Little President. " It 
was ArrOyo who put together the current reconcililltion talks. 

Since Sison and company have repeatedly stated that they 
will not lay down their guns under any conditions, and make 
other impossible demands, the talks are only serving to buy 
time for the NPA. As one Philippine officer put it: "We are 
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prevented from launching a major offensive because of the 
government's  policy of reconciliati� , and rebels have been 
taking advantage of the situation. Qur hands are tied by a 
populist image of the President who promised to negotiate a 
cease-fire with the Communists ."  , 

Another chiefNPA asset in the gqvernment is the "human 
rights" mafia around governmental :press spokesman Rene 
Saguisag. When asked if they would investigate the countless 
incidents of torture and assassinatiQn by the NPA, Human 
Rights Commission Chairman Jose Diokno replied: "In the 
case of the NPA it is assumed that �y would violate the law 
and break the law. On the .other hand� tbe military is �upposed 
to uphold the law and safeguard the dives of citizens. I don't 
see how we can ."  

Saguisag, Arroyo, and Diokno have long been defense 
lawyers for the NPA, a fact reflected in Diokno's analysis of 
the NPA assassination of "corrupt" ICjlCal officials , "It's rough 
justice, but in their way the NPA is doing what the govern­
ment should be doing . " 

Diokno has campaigned relentlessly for the past 10 years 
for another key NPA demand, the rqnoval of the U . S .  bases . 
As head of the Anti-Bases Coalition, he also took a leading 
part in sponsoring the "first-ever n�mgovemmental interna­
tional conference against foreign �ilitary bases throughout 
the world. "  The purpose of this conference, held Oct. 23-25 , 
1983 in Manila, was to launch a l Soviet-designed "peace 
movement in Southeast Asia. "  

The Jesuits and the NPA 
Though the NPA encompasses J8 number of diverse ele­

ments under its banner, by far thCli most coherent and well 
organized are those sponsored and protected by the Theology 
of Liberation wing of the Philippine Catholic Church. Ten 
percent of all the Catlwlic priests atuJ nuns in the Philippines 
belong to the Christians for Natio1ftl1 Liberation, an arm of 
the NPA . 

Eighty-five percent of citizen, in the Republic of the 
Philippines are Catholics . Throughput the vast, 7 ,OOO-island 
archipelago, there are two, and only two, organizations com­
manding a mass allegiance from th. population of 55 million: 
the Church and the State. Beginning shortly after the Second 
Vatican Council in November 1 964, the Jesuit order began a 
process aimed at the overthrow of �e State. From Ateneo de 
Manila University, their headquarters and training ground 
for the elite of the Philippines' oligarchy, the Jesuits began a 
Theology of Liberation-premi� "orientation toward the 
poor.�' 

In 1 969, when the combined �PP and its military arm, 
the NPA, had perhaps a total meQlbership of less than 200, 
one of the leading theoreticians of: Ateneo, Fr. John F. Doh­
erty, S.J . , published a book, Cm, We Predict a Philippine 
Revolution? His answer was , "Y/es . "  The following year, 
Ateneo began a series of mass-distribution pamphlets, begin-
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ning with "The Morality of Demonstrations and Violence ," 
by Vitaliano Gorospe, S .J . , in which he argued, "What is 
needed today is to develop, apart from the ethics of a justified 
revolution, a contemporary and radical morality of violence 
more adequate to the moral exigencies of the times . "  

B y  1972, at the national convention of the radical Phil­
ippine Priests , Inc . ,  which commanded a membership of 
1 ,500 out of the total of 1 3 ,000 priests and nuns in the coun­
try, a campaign was launched to "mobilize our people in a 
well-planned program of protracted and disciplined struggle 
for liberation ."  Later the same year, two of PPI's leaders 
announced the formation of the Christians for National Lib­
eration, and declared its full alliance with the CPP and NPA. 

This marked a dramatic expansion of the NPA's capabil­
ities. Though the CNL has lay members and Protestant sup­
porters, its core is the over 1 ,200 Catholic priests and nuns, 
organized into disciplined cell structures , and pledging alle­
giance to its constitution, which specifies support for a "pro­
tracted people's  war . . .  the ,armed struggle and the under­
ground movement."  CNL cadre are effectively CPP mem­
bers . As one non-CPP Philippine leftist put it, "Liberation 
theology has gone much further in the Philippines than in 
Latin America. In Latin America, it justifies collaboration 
with the Communists . Here, it means joining the Commu­
nists . " 

Through the positions of CNL members in the vast "social 
welfare" apparatus set up to implement the "orientation to­
ward the poor," they wield a great deal of the financial and 
logistical muscle of the Philippine Church behind the NPA. 
An excellent example is the island of Negros . The founder of 
the CNL, Fr. Luis Jalandoni, of one of the oligarchical fam­
ilies which has supported the NPA since its inc�ption, direct­
ed the entire Negros Diocese's Social Action Office, as the 
right-hand man of the bishop. This apparatus interfaced the 
so-called Base Christian Communities, a major conduit of 
peasants into the NPA. The BCCs, usually in remote areas , 
are 4O-50-person groups of peasants run by "lay leadership" 
and organized around a "conscientization process" of Liber­
ation Theology: ''The government is repressive, the peasants 
must have liberation ."  In Nicaragua the BCCs were a crucial 
element of the Sandinistas ' march on Managua and seizure 
of power. 

According to Ross Munro, writing of the NPA in Decem­
ber 1985 Commentary Magazine. it is an open secret that the 
BCCs of Negros form ''the basic infrastructure of the NPA."  
Where an earlier attempt by communists to organize support 
in the countryside was a miserable failure , "When priests 
come to organize the workers under the banner of religion, 
better yet when the priests are Australian or Irish, it 's easy. 
The landlords will never think that this is a Communist or­
ganization. But that is what happened; the Basic Christian 
Communities in Negros became the infrastructure of the 
NPA." Even where all the BCCs have not yet gone over to 
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the NPA, under conditions of ¢ontinued economic collapse 
and weakened central government, that process will accel-
erate, as in Nicaragua. I 

The role of Cardinal Sin 
Immediately after the February coup, Cardinal Jaime Sin 

announced, "We won during bur February Revolution . It 
does not mean that the revolutiOn is over."  His meaning was 
unmistakable . The February 1917  "liberal" revolution in 
Russia had sufficiently smashJd the old order, paving the 
way for the November Revolution of the Bolsheviks . 

Not only did Sin play a crucial role in mobilizing the 
"people' s  power" for the Febniary coup in Manila, but he 
and his Jesuit allies of Ateneo de Manila, such as the influ­
ential Father Bernas, have started distancing themselves from 
the present Aquino government. Sin has publicly stated that 
Mrs. Aquino "shouldn't consult me so much," while Bernas 
has repeatedly "recommended,j that it is time for Defense 
Minister Enrile to leave his post, :a process which would begin 
the disintegration of the AFP. As Sison and the Jesuits stress , 
though the "dictator is gone, the structures of exploitation 
and oppression are still intact, and have yet to be dismantled 
. . .  for true liberation to be achieved."  

If  Sin were in fact concerned with "justice" and "libera­
tion," he would be against the oore oppressor of the Philip­
pine people: the International Monetary Fund. On the contra­
ry, Sin has publicly supported the IMF, as in a trip to the 
United States in May 1985 . And 'while the IMF was grinding 
up the Philippine economy, Sin was giving carte blanche to 
the desperation fueled by the economic sabotage , as in his 
late- 1985 statement, "What is truly despairing is the insen­
sitivity shown by the powers th* be, an insensitivity that is 
driving more and more people ' to the hills. Many people 
perceive change to be impossible except through armed 
struggle. " 

Sin's longtime support for armed struggle is a matter of 
public record. As early as Feb. 2, 1980, a Washington Post 
Manila correspondent reported that, "According to Church 
officials , many priests are seekitig approval of armed resis­
tance to the Philippine military apd are urging open cooper­
ation with Communist guerillas . "  After interviewing Sin the 
same day, he reported, "Sin does not regard the issue as a 
serious problem. . . . The Cardinal said . . . that some acts 
of civil disobedience advocated 1jy priests and bishops could 
be sanctioned, and he specifically endorsed the widespread 
practice of refusing to inform on guerrillas who seek food 
and shelter from the Church ."  "Freedom," Sin said, "is a gift 
from God."  Sin's  personal "nonviolent" spirit was indicated 
in an Oct.  28 ,  1983 interview with the magazine Famiglia 
Cristiano. where he said, "When hay the President [Marcos] 
must step down, I refer to a law of nature. . . . Every pig has 
the feast of Saint Martin comir�g to him, when pigs are 
slaughten:d. "  

. 
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For the Philippines: 
democracy or debt? 
by Linda de Hoyos 

When Corazon Aquino campaigned for the presidency,  she 
promised in speeches that the Philippines '  foreign creditors 
would grant far easier terms and concessions to a Philippines 
under new leadership. The banks will be far more lenient, 
she claimed, just as they had been with President Raul Alfon­
sin of Argentina. But in the first 100 days of her administra­
tion , the realization of these promises has not been forthcom­
ing. 

To be sure , the U . S .  military coup that overthrew the 
government of Ferdinand Marcos had the active approval of 
the Paris Club of the Philippines' foreign creditors . The in­
ternational bankers are breathing a "sigh of relief' at the 
"peaceful transition of power in the Philippines ,"  wrote one 
financial daily on Feb. 27 , two days after Marcos had fled the 
country. "It 's  a real plus what has happened ," said Robert 
Winn, senior vice-president at Morgan Guaranty . Although 
there were rumors that Aquino might become the "Garda of 
the Philippines"-and follow the Peru model for the partial 
moratorium on its debt-the bankers were not apprehensive . 
The general mood from Wall Street was summarized by one 
banker: The new government is "not going to scuttle what 
the International Monetary Fund has done and all the hard 
work the banks have done . "  

So far, this prognostication from New York, echoed in 
London and Switzerland, has proven correct. As per insistent 
recommendations from Bank of America (chaired by the 
brother of Undersecretary of State Michael Armacost) and 
Bankers Trust of New York "to form a technically able eco­
nomic team," the new government retained monetarist Jose 
Fernandez as president of the Philippines Central Bank, and 
named Jaime Ongpin as finance minister. 

Not only has th Aquino government taken active steps 
to assure its creditors of its intention to fully pay the $26 
billion debt and $4 .2  billion owed this year, but the new 
government has opened the doors for debt-for-equity schemes, 
by which the foreign creditors take ownership of Philippine 
property titles . According to sources in Manila, within a 
week of the February revolution, Bankers' Trust, American 
Express, and Bank of Hawaii, were looking to buy up 40% 
of the Philippines '  commercial banks . 

By May ,  barely three months after Marcos' s  ouster, 
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American Express did succeed in �ing over 40% of the 
Philippines' Intemational Corporate Bank (Interbank). Amex 
converted $ 1 5-20 million in "expos�re" in Philippine debt 
into 40% ownership of Interbank. Other such deals are in the 
works . 

Debt-for-equity , however, will �ot begin to solve the 
economic crisis faced by the new g6vernment. Three years 
of the IMF program of austerity conditionalities , including 
devaluations of the peso, has reduc¢d per capita income in 
the country by 15% over the last Z4 months . Industry is 
running at 30-40% of capacity . Even with a moratorium on 
principal since 1 983 ,  a full 70% of Philippine export earnings 
go to debt service . ' 

"I frankly don't blame the IMF for what they did" to the 
Philippines economy, said Finance Minister Ongpin in an 
interview with the Asian Wall Street Journal March 5 .  "If I 
were in their shoes, I would have betn worse . . . . We hope 
we will not be treated as a bunch of fhieves. " 

Not unanimous 
However, there is no unanimity around Ongpin' s demand 

for full acquiescence to the International Monetary Fund. In 
March, the Philippines dropped a stand-by facility negotiated 
by the Marcos government with th� IMF, because the gov­
ernment could not hope to meet IMF targets . Negotiations 
are now ongoing with the Fund . Specifically, the Aquino 
government has refused to proceed with IMF demands for 
tariff liberalization, a demand the Marcos government had 
also adamantly resisted. Speaking before foreign business­
men in Manila May 2 1 ,  Trade an. Industry Minister Jose 
Concepcion vowed that he would .J.resist all attempts of all 
sectors to totally allow the liberation of all imports. Today 
many of our industries are operating at 30 to 40% capacity. 
They have been bothered by high; interest rates in the last 
three years , and many of them no ldnger have the capital and 
are in the intensive care unit ."  In May, the Aquino cabinet 
also announced that it would not i�pose increased oil taxes , 
as demanded by the Fund. 

. 

According to the Far Eastern E�onomic Review. if a vote 
were taken in the Aquino cabinet, the government would 
indeed opt for a "Peruvian solution'1 to the debt problem. The 
leading spokesman for this view i� the government is Solita 
Monsod, chairman of the National Economic and Develop­
ment Agency, who traveled to PerU and Mexico at the end of 
June to survey government leaders tn those countries on their 
approaches to the debt crisis . I 

In mid-May, debate in the Aquino cabinet reached its 
height, with Monsod arguing for [partial debt repudiation. 
However, "Central Bank president Fernandez and Finance 
Minister Ongpin are holding to the line that there is no way 
for the country to undertake a poliqy of selective repudiation 
or even putting a cap on interesti payments," reported the 
Philippines '  Business Day. ! 
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Monsod argued that the "ravaged" Philippine economy 
cannot even begin to recover within even three years ' time, 
unless the heavy burden of 70% of export earnings going to 
debt service is lightened. The debt service must be reduced 
by "at least 22-25% this year," she said on May 22, if the 
government economic program for increased agricultural 
productivity and employment is to proceed. Monsod has also 
bitterly complained that foreign banking sources are not giv­
ing the new government any breathing space through issuing 
new loans . "All we're getting is sympathy," she told the 
cabinet. 

But so far, Monsod and other members of what is called 
the "nationalist" faction in the government have been unable 
to break the stranglehold of the Fernandez-Ongpin nexus 
over monetary policy. In an interview May 7, Mrs. Aquino 
stated that proposals for the repudiation of certajn loans­
loans believed to have been siphoned off by Marcos cro­
nies-"are not possible, because if we did that, nobody would 
be willing to help us anymore. We have a word of honor and 
we have to borrow." 

Finance Minister Ongpin has set as  his goals: the steng­
thening of the foreign-exchange reserve position; keeping the 
inflation rate at a single-digit level; bringing down interest 
rates; and encouraging the private sector to once again lead 
the country's economic growth, a role which "unfortunately 
was pre-empted over the last two decades by a combination 
of state capitalism and crony capitalism." 

Ongpin's program is coherent with the economic pro­
gram coming out of the National Economic Development 
Authority, which calls for pump-priming measures to foster 
government employment programs to build roads and other 
infrastructure projects that would raise agriCUltural produc­
tivity. 

No break in IMF line 
But the initial actions of the government, aside from 

permitting debt-for-equity re-colonialization policies to go 
through, indicate no break from the IMF austerity outlook. 
In the days immediately following the Feb. 7 national elec­
tions, Fernandez hiked domestic interest rates to between 24 
and 30%, from the 18-24% that prevailed previously. He 
explained that the measure was necessary to "dry out excess 
liquidity in the economy."  The rate increase delivered'anoth­
er blow to Philippine industry, already at a standstill due to 
the escalated prices of necessary imports . 

The first 100 days of the Aquino administration have also 
not been a boon to the farming sector. In March, the National 
Food Authority ceased purchase of agricultural goods , thus 
ending an effective subsidy to farmers already hit by low 
prices. This has forced farmers to sell to private traders , 
depressing prices further. Simultaneously, the Ministry of 
Food and Agriculture froze farm production loans. The 
Farmers League of the Philippines declared that the freezing 
would lead to a "very critical condition" in the farming sector, 
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since the loans were needed immediately for the purchase of 
vital farm inputs to ensure the next planting. Without the 
loans , the FLP stated, the Philippines would face another 
severe rice and com shortage. With the freeze, some 200 
million pesos , out of the fund's allocated 720 million pesos , 
sat idle in Fernandez's Central' Bank. 

The Aquino government al$O appears to have made a final 
decision to scrap the $2. 1 billion Bataan nuclear plant, built 
by Westinghouse Corp. , on "environmental grounds ." In this 
case, Aquino lived up to a campaign promise. A push to 
repudiate the loans acquired for the plant's  construction were 
put to rest by a Rene Saguisag, who made a special trip to 
Washington for that purpose. '4Wholesale repUdiation of the 
[$ 1 billion] loan is not something the Aquino government is 
looking for," Saguisag assured Washington. The Bataan plant 
will stand idle, evell while it costs the country $350,000 a 
day in interest alone, accordingi to the Far Eastern Economic 
Review. 

Fair warning 
In a speech before the Foreign Policy Association in New 

York on June 4, U .S .  Secretary of State George Shultz hailed 
the Aquino government and its ''free market sentiments, which 
I heartily endorse." Presaging J�y negotiations with the IMP, 
he declared that the Philippines must look forward to: 

"-tax reform . . .  
"-business deregulation; 
"-reducing and streamlin�g the activities of govern-

ment financial institutions; , 
"-selling off a major porti�n of public sector corporate 

assets; and 
"-dismantling the notorious crony monopolies of sugar, 

coconut and other basic commodities ." 
Within the context of the debt-for-equity deals already in 

place, Shultz's  prescription is a tall for the effective disman­
tlement and takeover of the Philippine economy by its foreign 
creditors . The Philippines todaY, faces the same life-or-death 
crisis that the lbero-American countries of Mexico and Peru 
face. 

An apt warning of the consequences of such policies was 
delivered by Deputy Foreign Minister Leticia Shahani in 
March. The debt "is the albatross which hangs around Cory 
Aquino's  neck," stated Shahani, the sister of Chief of Staff 
Fidel Ramos. "It is mainly the war people who will have to 
repay this debt and we cannot just rely on striped-pant diplo­
macy to solve this problem. . . . One must be careful when 
economic problems contribute to, social unrest and this in tum 
becomes an explosive political issue." 

Even now, given the continuipg unrest in the country, the 
growing insurgency of the New People' s  Army, and the 
fundamental divisions within thq government itself, foreign 
investors are not expected to bai� the country out. It will not 
be long before Aquino will be fprced to face the question: 
"Democracy or debt?" 
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The C. v. Starr Foundation 

Dope, Inc. 's bid to 
wreck the Philippines 
by AI Douglas 
The January-February 1 986 issue of the newsletter of the 
Georgetown Center for Strategic and International Studies 
reported in detail on the CSIS 's  October 1 985 two-day "sim­
ulation" of the overthrow of Ferdinand Marcos and takeover 
of the Philippines by the New People' s  Army (see EIR, Nov. 
8, 1985) . A box on the same page drew attention to the fact 
that much of CSIS ' s  Asian work is made possible by million­
dollar grants from the C. V. Starr Foundation of New York. 
Just what is this foundation, and why is it so interested in the 
Philippines? 

CSIS further reported, regarding the chief executive of 
the $ 1 3  billion C. V. Starr insurance empire , Maurice R. 
"Hank" Greenberg, that "his global political economic ex­
pertise, especially with regard to the East Asian region, has 
been an important intellectual asset to CSIS ," and that Green­
berg was a key figure on the CSIS Board of Councillors , 
which is chaired by Henry Kissinger. CSIS functions as a 
semi-official back channel to the Soviet Union for the U . S .  
State Department. 

But the newsletter did not report the exact link between 
,the CSIS simulation and C .  V. Starr' s  grants: Through C .  
V.  Starr's control over Philippine financial institutions and 
personnel , Greenberg played a crucial role in the actual over­
throw of President Marcos .  

Maurice Greenberg, a s  CSIS noted, i s  an influential man, 
through the weight of his Asian-centered multi-billion-dollar 
insurance empire, his own personal fortune estimated at $250-
500 million , as well as the company he keeps . He is an adviser 
to CIA chief William Casey, and was in an excellent position 
to help Casey, his reputed business partner, run the destabil­
ization and final overthrow of Marcos .  

Greenberg's  C .  V .  Starr Co. owns the major insurance 
company in the Philippines ,  Philippine-American Life Insur­
ance, which underwrites all the banks in the country. He and 
his associates directly control four of the leading financial 
figures in the country: Finance Minister Jaime Ongpin, Cen­
tral Bank head Jose ("Jobo") Fernandez, Development Na-
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I 
tional Bank head Caesar Zalamea, �d former prime minister 
and finance minister Caesar Virata, � proponent of the Inter-
national Monetary Fund. ! 

But the real basis for Greenbet¥ ' s  power i s  the '�oint­
stock company" of Russian and W.stern financial interests 
known in intelligence parlance as �e "Trust," the grouping 
which ran the Bolshevik Revolutiod and continues today as 
the principal advocates of a "New Y 4!ta" deal with the Soviet 
Empire. According to knowledgeabile sources in the Philip­
pines, the C. V. Starr Insurance Edtpire was established in 
Shanghai in 1 9 1 9 ,  when a young CaIifornian named Corne­
lius Vander Starr made contact wi� a group of influential 
White Russian families who left Russia after the Bolshevik 
Revolution of 1 9 1 7 .  These were so�e of the old noble, "boy­
ar" families of Russia who, bitterly iopposed to the modern­
izing and Westernizing of Russia at lthe end of the 1 9th cen­
tury, had helped to sponsor the Bolsf.eviks as a battering ram 
against that Westernization, from their positions in the Czar-
ist police , the Okhrana. j 

Largely happy with the "chan� in dynasty" they had 
helped to engineer, these White RU$sian families , a number 
of which had emigrated to Shanghai� continued to work with 
the "new dynasty," in particular �ugh Cheka chief Felix 
Dzerzhinskii ' s  "Trust" organization� Based upon an alleged 
anti-Bolshevik "resistance moveme*t" inside Russia, and its 
l�aiso? to "anti-�olshev�" �te R�ssian fo�es on the O?t­
SIde , 10 ShanghaI , Harb1O, RIga, Pails ,  Mumch, and Berl1O, 
Dzerzhinskii' s  Trust represented . major penetration of 
Western intelligence services . ! 

The Shanghai families were soline of those who, in the 
pre-Revolution period, had been de!eply involved in the ex­
tensive Russian imperial apparatus lin the Far East, headed 
by Okhrana official (and later=1' iser to Dzerzhinskii's  
Cheka), Peter Aleksandrovich B . yev. Badmayev's friend 
and protege, also active in the Far ast, was Sidney Reilly, 
the British "ace of spies" and later tile most celebrated figure 
of Dzerzhinskii'  s Trust. These wore the networks which 
adopted the young C. V. Starr in 1� 19 .  With their sponsor­
ship, and by arrangement with the $ritish, he began selling 
insurance to the Chinese. 

. 

The "joint-stock partnership" of the Trust which spawned 
C. V. Starr is reflected most directly in Starr's current busi­
ness arrangements under Greenber$. Since 1 979, probably 
the fastest-growing element in G�berg's  empire has been 
in dealings with the East bloc an4 China. It includes the 
following activities by C .  V .  Stilrr�s holding company, the 
AlG: 

1 979: Launched its first joint tenture, the Romanian­
American Insurance Co, with the I Romanian state-owned 
company , and was received person�ly by Romanian Presi-
dent Nicolai Ceausescu . j 

1 979: Established the Polish-Aknerican Insurance Co. , 
on the Romanian model. i 

1979: Established the Hungarian-American Insurance Co. 
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1980: Set up an insurance plan with the Soviets around 
the Moscow Olympics (canceled due to the Soviet invasion 
of Afghanistan) . 

1980: Established a 50-50 deal with the state-run People 's  
Insurance Co.  of China, involving Greenberg in everything 
from building hotels to insuring the safe delivery of equip­
ment to China from the West. 

198 1 :  Established a similar arrangement with Yugo­
slavia, subject to profits not leaving the country . 

In addition , AIG has a virtual monopoly on reinsuring 
the East bloc countries ' oil rigs in the Adriatic , Baltic , and 
Black Seas . 

Dope, Inc. 
In the decades of the 1 920s and 1 930s , C .  V .  Starr 

branched out from China, where the firm had the largest 
insurance company in the country , to open operations across 
the Far East, in Hong Kong, Saigon, Jakarta, and the Phil­
ippines . At the outbreak of World War II, Starr attached 
himself to the bankers ' wing of the Office of Strategic Ser­
vices (OSS) , the predecessor to the CIA . 

Soon after the war, C .  V .  Starr entered the leading ranks 
of the American branch of Dope, Inc . In the 1 950s , C .  V .  
Starr's president, William S .  Youngman, was a partner in 
the private law firm of Thomas G .  Corcoran, which organized 
the CIA's  dope-smuggling private airline , Civil Air Trans­
port (CAT) , later notorious as Air America. Through Young­
man, Starr's board overlapped the notorious United Fruit 
Co. , the firm estimated by the U . S .  Drug Enforcement 
Administration to be smuggling 20% of the drugs entering 
the United States from Ibero-America, and which played a 
coordinating role in the Bay of Pigs fiasco , as well as numer­
ous coups in Guatemala, Honduras , and elsewhere. 

In 1 96 1 , Hank Greenberg , with recommendations from 
his mentor, Eastern Establishment insurance executive Mil­
burn Smith, joined C. V. Starr. By 1 968 , shortly after the 
death of its founder, Greenberg inherited not only the com­
pany, but Starr's ties both to the dirty side of U . S .  intelligence 
and to the narcotics cartel . 

For the U . S .  policy toward the Far East, all these net­
works come together in the New York City-headquartered 
Asia Society, chaired for many years by Lehman Brothers 
executive George Ball . C .  V. Starr prominently joins in the 
Asia Society the controlling money-laundering firms of Dope, 
Inc . in the United States , including American Express , Phi­
bro-Salomon, Goldman Sachs , United Fruit, and United 
Fruit' s  law firm, Sullivan and Cromwell ,  the law firm of the 
Dulles family . The roots of this nexus go back to the Boston 
Brahmins, the American junior partners in Britain' s  1 9th­
century opium trade in the Far East. 

Within the Philippines , sources report that Greenberg 
operates in tandem with another network, centered on the 
largely Syrian Jewish grouping around Jack Nasser, owner 
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of one of the largest textile firlms in the country . Nasser's 
cousin Nessim Gaon is the business partner of Tel-Aviv­
based arms smuggler Shaul Eisenberg , the "Armand Ham­
mer of China," who spends seven months out of the year in 
Beijing. Eisenberg and Greenbe�g are reportedly good friends. 
The Syrian Jewish networks of Nasser and Gaon are descend­
ed from the opium- and precious-metals-smuggling networks 
run for centuries throughout thF Levant , by the corrupt old 
families of Venice . 

The tradition of dirty mon�y and drugs in these Syrian 
Jewish families continues to tl1Js day . Take the case of Ed­
mond Safra, a friend of Nasser who is a former board chair­
man of American Express , and himself reportedly active in 
the Philippines .  He is also notorious in his home base of 
Switzerland as a gold smuggler. Another scion of these Syr­
ian Jewish families,  Isaac Kattan-Kassin , was caught laun­
dering millions in drug money I through U . S .  banks , as part 
of the Colombian "cocaine con�ection ."  

I t  was Nasser who introduqed his nephews , Joseph and 
Ralph Bernstein , to the Marco�s ,  embroiling the Marcoses 
in financial scandals which were used as a chief point of 
attack for another Nasser ally , �ongressman Stephen Solarz 
(D-N . Y . ) .  Solarz , who led the crusade against Marcos from 
his post as chairman of the House Foreign Relations Subcom­
mittee on Asia and Pacific , Wlll' acting as the front man for 
the Syrian Jewish community of Brooklyn , New York, with 
which Nasser, the Bernstein prothers , and former Amex 
chairman Edmond Safra are all Flosely tied . 

Point men for Dope, Inel 
Several days after the Fe�. 25 coup, the Washington 

Times ran an article entitled, "Did the IMF Overthrow Mar­
cos?" The article admitted what this journal had reported 
throughout the preceding two �ars: The International Mon­
etary Fund's  brutal austerity policy was the key factor in 
creating the conditions of discpntent favorable to destabil­
zation. The IMF, which has "upofficially" recommended to 
developing-sector countries th� they grow drugs to pay their 
debts , relied and continues to reilY upon certain individuals in 
the Philippines to push its policjes through . They are: 

• Finance Minister Jaim� Ongpin. Appointed finance 
minister by President Corazon Aquino, Ongpin' s first act was 
to travel with central bank head Jobo Fernandez to the United 
States , offering a shopping li�t of Filipino assets to U . S .  
banks and private investors . qne participant i n  a meeting 
with them, Chase Manhattan' s  philippine desk head, report­
ed this fact, together with the! observation, "Though they 
don't particularly want to be s�n as opening the country up 
for massive purchases by foreign investors, because that would 
be taken wrong by a lot of e'ements in the country . . . 
everything we heard was as we ;wanted to hear, really . "  

Though regarded as a successful businessman, Ongpin is 
merely a straw man for the people at Charles Allen & Co. 
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who installed him as the head of Asia's largest gold producer, 
Benguet Mining, a long-time jewel of the Meyer Lansky 
empire. According to Fortune magazine of Aug. 8 ,  1983 , 
Jaime graduated with an MBA from Harvard, and settled in 
at a career in the Scott Paper firm in Pennsylvania. "But the 
New York investment banking firm of Allen & Co. , which 
controlled Benguet, had other plans for him. Eager to 'Fili­
pinize' Benguet's management, Allen hired Jaime and sent 
him back to Manila. He spent seven years building Benguet' s  
engineering subsidiary into a major profit maker. In  1974, 
Jaime became Benguet's first Filipino president. His entire 
career is due to Charles Allen & Co, the private investment 
house o/the late dope king Meyer Lansky. 

The Allen brothers , with a combined personal fortune of 
over $550 million, had played a major role as laundry men 
for Lansky, and Lansky's  business associate Lou Chesler, in 
setting up the casino complex in the Bahamas which pro­
duced the drug-money-Iaundering Resorts International ca­
sino firm. According to organized crime investigators , Ben­
guet Mining was used as one of the corporate shells to launder 
money into the original establishment of Resorts Internation­
al . 

Joseph Binns , an executive of a C. V. Starr subsidiary, 
was a business partner of Chesler in the same operation.  
Among other unsavory connections, the AlIens had also first 
introduced Armand Hammer to Muammar Qaddafi . 

• Caesar Zalamea. The chairman of Benguet, and head 
of the state-owned Development Bank of the Philippines ,  
Zalamea is  reportedly the man Ongpin reports to locally . 
Zalamea's career was established through his position as 
head of investment for the C .  V. Starr subsidiary, the Phil­
ippine-American Life Insurance Co. , which company pro­
vided ample loans to Benguet Mining during Ongpin ' s  tenure 
there. Now chairman of Phil-Am Life,  Zalamea's  position 
gives him enormous control over Philippine monetary mat­
ters. 

• Governor of the Central Bank Jobo Fernandez. 
Fernandez was appointed Central Bank chief by Marcos , 
under pressure from the IMF. He was retained by Mrs . Aqui­
no. Jobo founded Far East Bank and Trust, with which he is 
still associated. Far East was bought by Shaul Eisenberg, 
who maintains an office in Manila's Makati District. From 
Tel Aviv and Beijing, Eisenberg coordinates a $2-3 billion a 
year trading corporation. He is notorious as an arms smug­
gler, and his corporation is well known as a logistical and 
financial front for the Soviet-tied wing of the Mossad around 
former Israeli defense minister Ariel Sharon. Eisenberg's Far 
East Trading Corp. manufactures light weapons in China, 
among other things ,  and according to American intelligence 
sources ,  some of these weapons are ending up in the hands 
of the NPA guerrillas . 

• Fonner finance minister and prime minister Cae­
sar Virata. Virata played the key inside role in the Marcos 
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cabinet in undermining the PhiliPPinJ economy with auster­
ity . He was the most valued asset in the Philippines of the 
IMF and World Bank, whose Development Committee he 
chaired for several years . 

Virata's brother Leo is with Greepberg's Phil-Am Life.  
His uncle , formerly with American Express, is  now with 
Lansky's investment bank, Charles AllIen & Co. It was Virata 
who, at the demand of the IMF, brought in the CGV corpo­
ration of Greenberg-tied Washington Sycip, to be the ac­
countants for all the banks of the Philippines-an extremely 
sensitive intelligence position. 

The Swiss command center I 

As Greenberg pulls the strings on his Philippine puppets , 
his own activities ,  both financial and i4eological, are directed 
from the Swiss headquarters of the vtorld's  largest reinsur­
ance company, the Swiss Reinsurance Co. Established in 
1 863 by the elite of Switzerland's pafrician families , Swiss 
Re has handled all the reinsurance for the C. V. Starr empire 
for the last half century . This connection to the top echelons 
of Swiss banking and insurance may explain why the board 
of directors of C. V. Starr remains a well-kept secret to this 
day . Under Swiss sponsorship, Greeqberg was boosted sev­
eral years ago with the establishment of the Transatlantic 

I 

Reinsurance Co. ,  a partner of AIG, . Swiss Re, and a few 
others , an arrangement which allow� Greenberg to put up 
2 1  % of the capital , but to retain 47% Qf the ownership. 

The directors of Swiss Re are to be found on the board of 
the Geneva Association, the think-Cmk for the insurance I 
industry. The association is chaired by Orio Giarini , famous 
for his proclamation that the "last lQ,OOO years of the neo­
lithic production economy are over" and that the future ser­
vices-oriented world economy, will tr run by "insurers and 
priests"-a combination not irrelevant to the creation of the 
"peoples' power" which overthrew ¥areos. These are the 
cartels moving in to run the Philippid.e economy, under the 
guise of "getting rid of Marcos's  crony capitalism." 

Greenberg has taken up the Geneva Association/Club of 
Rome war cry of the "post-industrial sPciety," along with his 
beneficiaries at Georgetown CSIS . A Qreenberg-chaired CSIS 
blue-ribbon commission recently call¢d for a major overhaul 
of U .  S .  trade legislation to foster sertices over manufactur­
ing, together with similar changes in the GATT agreements 
and OECD functioning . Greenberg also founded and chairs 
the Washington, D.  C .  -based Coalitio, of Service Industries, 
Inc . (CIS!) as a mass public-relations .operation for the post­
industrial society. A vice-president ; at Greenberg's  AIG, 
Ronald Shelp, has chipped in with a �k, Beyondlndustrial­
ization: Ascendancy 0/ the Global Service Economy. In the 
brave new world of insurance, fast-f� stands , drugs, and 
"people's  power," Hank Greenberg i� leading the way. And 
where Greenberg leads, Ongpin, ZallUllea, Fernandez, and 
Virata, will be right behind. 

. 
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Brzezinski proposes : tactful 
surrender to Moscow 
by Crtton Zoakos 

Zbigniew Brzezinski ' s  latest book, addressing the strategic 
problems of the U .S . -Soviet conflict, is a policy implemen­
tation document, with considerable following inside the Rea­
gan administration. The policies advocated are not Brzezin­
ski's  mere personal preferences, but are shared by a spectrum 
of foreign-policy and national-security-policy administrators 
and bureaucrats , many of them associated with Georgetown 
University's  Center for Strategic and International Studies. 

In short, the views in Brzezinski ' s  book are those of 
present U .S .  Ambassador to NATO David Abshire, of chief 
U .S .  Arms Control negotiator Max Kampelman, of special 
Arms Control Adviser Paul Nitze , and that other occupant of 
the seventh floor of the State Department, George Shultz; 
they are also the views of the CIA's entire National Intelli­
gence Estimates Board, and those of Jack Matlock in the 
National Security Council. 

This particular power combination in the Reagan admin­
istration, increasingly since the end of 1984, has not only 
shared the "geostrategic" opinions of Mr. Brzezinski , but, 
more significantly, it has staked out a clear, and publicly 
identifiable, factional "turf' inside the government, commit­
ted to implementing the strategic program outlined in Brze­
zinski's  book.  

In short, the program described in Brzezinski 's  book, has 
been in existence since , at least , the end of 1984 , as an action! 
implementation program of that coalition inside the Reagan 
administration which prefers to identify itself as "those who 
disagree with Defense Secretary Caspar Weinberger."  The 
question is, why has this faction commissioned Brzezinski to 
popularize their strategic perspectives in the form of a book? 

Simple: Brzezinski's  book is an attempt to counter to 
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influence of another book, which, for one year now, has 
functioned as a catalyst, galvanizing a growing resistance, 
among military and national : security professionals, to the 
current Soviet strategic offe�sive . The book against which 
Brzezinski ' s  Game Plan wa, written, is Executive Intelli­
gence Review' s  bestselling <flobal Showdown: The Soviet 
Imperial Warplan/or 1988. 

If the reader takes the tro�ble to compare the respective 
organization of arguments in �e two books, he will convince 
himself that Game Plan was written for the purpose of chal­
lenging the influence of G1Of,a1 Showdown . If the reader, 
further, were to visualize th� intensity with which policies 
were debated and argument� exchanged in virtually every 
nook and cranny of our defeQse and national security estab­
lishment over the past 12 mo�s of intenSifYing

. 
Soviet chal­

lenges , he will readily unders�and why the partisans of Brze­
zinski' s  ideas would have to Fommission a public airing of 
their views. ' 

Unacknowledged by the rpedia of mass information, the 
view of a growing number of �nior officers of the uniformed 
services is that the United Selates and the Soviet Union are 
now in a state of undeclared wrr. Since the Wackersdorf riots 
in West Germany and the �w wave of assassinations in 
Western Europe beginning With the killing of Karl-Heinz 
Beckurts, perhaps the major;ty 9f active general and flag­
rank officers share this conchf

.
· ion. Brzezinski 's hastily pu));. 

lished book firmly rejects th,s evaluation. Brzezinski does 
not even characterize the state: of relations as "conflict," but 
prefers the description "conte$t," and more specifically, " im­
perial contest," between "twQ imperial powers." From this , 
seemingly innocuous semanti� difference, eventually emerge 
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the catastrophic policy proposals of Brzezinski and his pa­
trons ,  which , if implemented, will spell the end of the United 
States as a nation . 

The policy recommendations 
To begin from the end of the book, its policy recommen­

dations: Brzezinski 's  strategic proposals,  specifically, are: 
1) Prohibit the adoption of a war-winning doctrine by 

the United States or, in his own language: "Mutual strategic 
security-a mix of forces that makes a first strike militarily 
futile and societally suicidal-should be both the American 
and the Soviet objective . . . .  U . S .  strategic offensive forces 
should be deployed in numbers deliberately contrived not to 
pose a threat of a disarming first strike to Soviet strategic 
forces . "  

2)  Undercut and whittle down President Reagan's 
Strategic Defense Initiative or, in his own words: "The 
United States should move toward deploying a limited stra­
tegic defense , composed of a space-based screen to destroy 
missiles in their boost phase and a land-based terminal de­
fense to intercept incoming warheads . This would inject a 
degree of randomness into any Soviet planning of a first­
strike nuclear attack. In order to pursue mutual strategic 
security bilaterally , the United States should propose a re­
negotiation of the outdated ABM treaty of 1972, to permit 
some limited deployment of space-based defenses" (page 
261 ) .  

These two policy elements are the highest priority objec­
tives of the group of policy makers represented by Brzezin­
ski . Additional , spelled-out components include: 

3) Decoupling of the United States from the defenses 
of Westem Europe. "The United States should undertake a 
gradual-and certainly only partial-reduction in the level 
of American forces in Europe" (page 262), and, 

"The United States should encourage the development of 
a politically and militarily integrated Western Europe, less 
dependent on the United States but still tied to it by a strategic 
alliance" (page 263), and, 

"In the long term, the United States should welcome 
closer West European ties with Eastern Europe which could 
eventually lead both America and Russia to disengage from 
their present confrontation in the heart of Europe" (page 263) .  

4) The adoption, by the United States, of the role of a 
hostile, repressive imperial/colonialist military power in 
Central and South America. "Manpower withdrawn from 
Europe should be absorbed into an enlarged Rapid Deploy­
ment Force through the creation of additional light divisions 
for use on the third front or in Central America" (page 262) . 

"Washington should advance regional economic devel­
opment in Central America and work to create a more solid 
base for political democratization in Central America. The 
United States must exert every effort-including the use of 
force if necessary-to obtain the external neutralization and 
internal self-determination of Nicaragua and must be pre-
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pared to apply force at an early s�n of Soviet or Cuban 
military involvement in the suppres�ion of opposition to the 
current regime in Managua" (page 2(7) . 

These are the four most important and irreducible strateg­
ic policy objectives of the grouping �hind Brzezinski's book. 
The remainder of the purported "recbmmendations ,"  is sim­
ply sauce to make them palatable . i 

In reality, the Brzezinski recorbmendations amount to 
complete withdrawal of the United States from the entire 
Eurasian landmass , coupled with a i:futile military preoccu­
pation in lbero-America, in terms identical with those pro­
posed by the late Yuri Andropov in 1m April 1983 interview 
with the Hamburg weekly Der Spiegel. Andropov then pro­
posed that if the United States abanddned all claims of interest 
in the "Eurasian landmass ," Moscow in return would scuttle 
Nicaragua and thus "spare" the UniteJd States of the purported 
strategic threat that Mexico, we are told, poses to the United 
States . 

Brzezinski will deny that he is advancing Andropov's  
proposals. He will vehemently point out that his book advo­
cates that the United States "compete" with the Soviet Union 
on no fewer that three "fronts" on the "Eurasian landmass ."  
The First Front, in his terminology� is Europe; the Second 
Front, in ranking of importance , is in the Far East, and the 
Third Front is the Iran-Pakistan-Afghanistan tier. 

What form Brzezinski' s  legendaty "contest" between the 
U . S . A .  and Moscow is to take on these three fronts , coheres 
with admirable precision with Soviet strategic objectives: For 
the all-important First Front , Eurqpe, Brzezinski recom­
mends, as we saw, "partial" withdrBwal of U . S .  forces for 
the purpose of effecting an integration of Eastern and Western 
Europe, an integration of unarmed,' defanged, and decorti­
cated states which , Brzezinski tells !  us , will put the fear of 
God into Marshal Ogarkov's  armo� and nuclearized divi­
sions. 

For the "Second Front in the Eutasian landmass," Brze­
zinski proposes some disingenuous keneralities without any 
military content. From the man w.o, as national security 
adviser guided the embarassing "�sident Jimmy" to start 
economic warfare against Japan, � receive the following 
strategic advice: ''The United States should promote an in­
formal geopolitical triangle in the Far East through wider 
economic and political cooperation $Dong the United States , 
Japan, and China. "  After this "infOllmal economic coopera­
tion,"  known as "Jap-bashing," is effected, Brzezinski rec­
ommends that the United States leave Japan out on a limb to 
take care of stopping the Soviet mardh to the Pacific: "Rather 
than simply increase its defense spdnding, Japan should be 
encouraged also to make an indirec� but still important con­
tribution to common security by incteasing its strategic eco­
nomic aid to those developing countrl.es in which the Western 
democracies have a vital stake . Tbfs effort should involve 
about 4 percent of the Japanese GNP . . . .  Japan and the 
United States should actively promote China's  economic 
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modernization . . . .  " (page 264) etc . ,  etc . 
Brzezinski 's  recommendations for the "Third Front" are: 

"Improve relations with Iran," "Keep the Afghan issue alive," 
and "Provide more aid to Pakistan ."  Period. Not a word about 
how he personally toppled the Shah of Iran, put Khomeini at 
the helm, and opened the gates for a Russian march to the 
Gulf while he was national security adviser . Today, Brzezin­
ski is playing a similar game in Pakistan, assisting the fun­
damentalist Jamati Islami to undermine the traditional insti­
tutions of civilian and military stability in Pakistan . 

This summarizes Georgetown CSIS 's  and Brzezinski' s  
strategic recommendations: 1 )  Limit the Strategic Defense 
Initiative. 2) Do not provoke Moscow with any serio'ls im­
provement of American strategic offensive forces . 3) Decou­
ple the United States from Europe. 3) Let the Japanese defend 
the far East. 5) Let the Mujahedeen teach the Red Army a 
lesson in the Middle East. 

This is the substantive content of the strategy which Brze­
zinski was commissioned to author and popularize with this 
little book. Everything else contained between the covers is 
an agonized effort in classical Jesuit casuistry, attempting to 
present these policies in the coloring of a contrived "anti­
Sovietism," and an even more fake militant "pro-West," i .e . , 
pro-"conservative" posturing. If any honest conservative, or 
if any person with sincere concern for the fortunes of Western 
civilization, were drawn into believing what Brzezinski says 
his allegiances are , such a person must be the archetype of 
the "sucker."  

Why we are not an Empire 
What does Brzezinski consider to be "our side"? 
Consider: In Brzezinski ' s  scheme of things, the United 

States and the Soviet Union each leads an Empire. It may 
come as a surprise to many Americans ,  civilian and military, 
veteran and not, that the good Mr. Brzezinski characterizes 
the United States as an empire no different in principle than 
the Soviet Empire . Why are we supposed to be an "empire"? 
Simply because political power, in the United States , flows 
from top to bottom. In his own words: "/ use the term "em­
pire" as morally neutral to describe a hierarchical system of 
political relationships. radiating from a center."  Just like 
this . 

A political system is called "empire" because of the way 
it determines the flow of "power. "  When two rival empires 
are on a collision course, the reasons for the collision are 
reasons of pure "power."  These are the axiomatic founda­
tions of "geopolitics" and "geostrategy. "  

The idea i s  older than Mackinder or Haushofer. I n  fact, 
it goes back to the Most Serene Republic of Venice , and 
before it to Isocrates , Gorgias, and before them, to the infer­
nally ingenious geopolitician of antiquity, the Persian Satrap 
Phamabazus , the Metternich of the fifth century B . C .  Old 
though Brzezinski' s  axiomatic assumptions may be , they are 
both wrong and inadequate for understanding what is actually 
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the underlying cause of the wttr between the "United States" 
and the "Soviet Union," in fact ,  more precisely, the war 
between "East" and "West."  

The popular theme of  the 1950s , naive though it was , 
reflected more accurately than Brzezinski the substance of 
the conflict: "democracy against totalitarianism."  Most or­
dinary citizens of the 1950s, ry "democracy," understood a 
process of give-and-take of .deas in which the persuasive 
power of reason was allowed to shape policy; by "totalitari­
anism," they understood a sitUation in which, only the per­
suasive power of arbitrary, r¢pressive force shaped policy. 
By extension, popular sentiment of those days assigned to 
totalitarian societies a weakness of rational powers . When 
persuasive power is absent from reason, then reason is flawed. 
Thus , only societies with a deficit of reason fall into the 
misfortune of the totalitariani$m or arbitrary, coercive pow­
er. 

The implications of thes� earlier popular observations, 
and not geopolitical power cal�ulations,  are the driving caus­
es of the irrepressible conflict �etween East and West. West­
ern political culture is,  here4itarily, riveted, more or less 
consciously at different periods, on the conviction that rea­
son, even if arrived at through heated argument, is the best 
ruler. Fools may believe that liberty has been bequeathed to 
us so that we may "do as we Please ."  The reality is th�t each 
time liberty was gained in the jhistory of the West, it was the 
liberty to search, attain ,  argut on behalf of reason . Our p0-
litical system of today is base4 on the calculated risk that the 
benefits of liberty to reason �utweigh the disadvantages of 
hedonistic libertinism. I 

The Eastern political tradi�ion, today embodied by Mos­
cow, is based on the exercise �f arbitrary coercive power. It 
is there to coerce only one thi$g: reasoned argument. It is an 
ancient, unbroken tradition of, "might makes right. " 

Our Western world is still , at least officially, one in which 
"right makes might ."  We the�fore, unlike the Soviet Union, 
are not an "empire," because,:  to borrow from the geopoliti­
cians' lexicon, the "flow of power" follows the reverse direc­
tion. Those readers will be susceptible to Brzezinski 's  ca­
suistry who have lost the mor.u power to understand that we 
are not, or, more precisely, we are not supposed to be an 
"Empire. "  We are supposed tq be a Republic , leading a world 
community of republics against Russian despotism. When 
we become an empire, we lose. 

Game Plan: A Geol$trateglc Framework 
for the Conduct of the U.S.-Soviet 
Contest I 
Zbigniew Brzezinski : 
The Atlantic Monthly Press, New York, 1 986 
288 pages, clothbound, $ 1 8.95 
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France takes a new 
approach to terror 
by PhUip Golub 

In the wake of the assassination near Munich of Siemens 
executive Karl Heinz Beckurts and the devastating explosion 
which tore through the offices of one of the elite forces of the 
French national police, both on July 9, French intelligence 
and government officials have broken a long pattern of offi­
cial European silence on terrorism, strongly hinting at the 
strategic international origins of the ongoing terror wave. 

On July 10, speaking in the -flame of Premier Jacques 
Chirac , Denis Baudoin warned that the bombing "is a decla­
ration of war." At the funeral of the senior police officer 
killed during the bombing of the Brigade for the Repression 
of Banditry, Chirac himself declared, "Terrorism is a mortal 
gangrene directed against our society . . . and must be extir­
pated." In private, French police and intelligence officials 
have been more outspoken. They point out that while key 
military or industrial figures are targeted for assassination in 
West Germany and France, a systematic effort to destabilize 
both French foreign intelligence and the national police has 
been ongoing since the ill-fated "Greenpeace" affair. 

French officials see the targeting of France and West 
Germany as intimately linked to the crucial roles of both 
countries in the overall defense capability of the Atlantic 
Alliance. While the United States provides an irreplaceable 
defense capability, Franco-German military cooperation re­
mains the backbone of the European component of Alliance 
defense. Since the early 1970s this cooperation has vastly 
increased in all domains, including the recent work on lasers, 
particle-beam weapons, optics,  etc. 

Mirroring political changes and strategic reorientations 
in Moscow, the Euroterrorist apparatus merged in October 
1985 into a single command, officially combining Direct 
Action, the Red Army Faction, and the Communist Combat­
ant Cells of Belgium. This merger not only augmented ter­
rorist logistics but defined a shift of strategy. Unlike the 
atrocities of the late 19708 directed against "symbols" of 
"capitalism and the state," the new terror wave would target 
key personnel of NATO, French defense, and German indus­
try. NATO and French military installations and infrastruc� 
tore were hit by a sustained wave of sabotage and bombing 
over 1984 and 1985 , including bombings of the French mil-
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itary offic� in Bonn,NATObuildingt; in Brussels, ana NATO . 

petroleum pipelines running . throug{.· LuxemboUrg and east-
ern France. 1 

On July 25 , 1985 , Gen . Rene Au� was killed by Direct 
Action in Paris. German industrialist Emst Zinunerman was 
killed a day later. After that, the F¢nch branch of SUroter­
rorism, Direct Action, targeted twq key individuals for as­
sassination: General Blandin of thq Gendarmerie and Guy 
Brana of the French employers' ass�iation (CNPF). while 
these two attempts thankfully fail�, the targeting had be· 
come obvious: key military personn�l orindividuals working 
in the civilian sector tied to military industrial affairs. The 
murder of West German industriali,t Zimmerman. and. then 
Beckurts only confirms this Euro�wide pattern. . 

The July 9 bombing of the Frencl) police bttilding in Paris 
was, in the stated view of French atfhorities, carried out by 
a " militarilytrained" commando uni�� While the name of one . 
member of Direct Action, a telTorisl who had army special 
forces training, was raised, the pool qfsuch terrorists is large. 
It is proven that Euroterrorism com� out of special training camps in Lebanon led by Warsaw Pact instructors. In-the 
vast and nebulous umbrella of the PFLP of Waddi Haddad 
and 'George Habash (both Warsaw Pact agents) and others, 
dozens of Euroterrorlsts were train�, some as active agents, 
some as sleepers. The ex-head of th¢. French counterespion­nage service DST, Jean Rochet, rec�ntlynotedthat Western 
intelligence officials have detailed �vidence of the Soviet 
sponsorship of Euroterrorism. 

The problem French officials fa� after the Paris bombing 
is to repeal the policies of the two Soc�alist governments since 
1981. Not only was a general �sty of Direct Action's 
leaders ordered in 1982 , leading to the release of dozens ' of 
key terrorists and their return to th� underground, but· ap­
peasement was applied toward the Soviet-run ASALA (Ar­
menian National Liberation Army) and other terrorist "move­
ments." The national police and inte�igence authorities were 
ordered to stop infiltration . and oth� ·· preventive measures . 
needed to fight terrorism. The sudde. shift of policy ordered 
in 1984, when France, in spite of thelSocialists' 'agreements, 
was targeted anew, failed to reverse �ings: The terrorists had 
set up new structures, logistics, in�mational communica­
tions, and hideouts. The naming of dQgmatic Socialist Pierre 
Joxe as interior minister in 1985 bro.ght the crisis to a head: 
Parallel police networks were createdbyJoxe' s alIies, French 
foreign intelIigence was upset by t� so-called Oreenpeace 
affair, and the national police were �yzed. . 

. . 

Under the new government and "terior MinisterCharles 
Pasqua! a big cbange has been intrOtluced. Terrorism is no 
longer treated as'a sociological phenomenon, any more than 
the international narcotics trade. While Joxe's remaining al­
lies within the national police con�ue to argue against .the 
evidence of Soviet strategic . sponsotlship of terrorism, very 
few in places that count are willing to .llstentothesociologists 
after the July 9 bombing. 

. 
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Moscow launches new flank in drive 
to 'decouple' Gennany from its allies 
by Konstantin George 

Leading defense-related individuals in the Federal Republic 
of Germany are alarmed at the progress being made by Mos­
cow in pursuit of its primary strategic goal-"decoupling" 
Western Europe from the United States by breaking off West 
Germany. The heightened concern reflects the fact that Mos­
cow, in addition to its longstanding frontal offensive to sep­
arate West Germany from the United States , has unleashed a 
flanking attack to promote what one figure connected to the 
Christian Democratic Union (COU) in West Germany called 
"inner-European decoupling, that is,  to drive a wedge leading 
to a break between the Federal Republic of Germany and its 
major Western European allies; above aU Britain and France." 

It would be wrong to attribute the successes of Moscow's  
two-pronged decoupling strategy to Soviet efforts alone . The 
Russian moves are being assisted by a Western decoupling 
lobby, spearheaded by the U . S .  State Department, the East­
ern Establishment, Lord Carrington's  cronies at the British 
Foreign Office, and, as we shall see, Trilateral Commission 
networks in West Germany and France, who have already 
seriously undermined relations between the government of 
Chancellor Helmut Kohl and Prime Minister Jacques Chirac . 

Franco-German relations have been in a slow but steady 
deterioration for some months now. West German Chancel­
lor Kohl , under the influence of members of his COU party 
who are members and supporters of the Trilateral Commis­
sion, has repeatedly snubbed France' s  newly elected conser­
vative prime minister, Jacques Chirac. According to an arti­
cle in the West German daily Die Welt of July 16,  the snub­
bing had already begun during the French election campaign 
in the spring, when Kohl made two trips to Paris in which he 
refused to meet with Chirac , though he did meet with another 
opposition candidate for prime minister, Raymond Barre ,  
one of the leading Trilateral Commission members in France. 

Then in June, when Kohl came to Paris to meet with 
President Mitterrand, Chirac-now prime minister-went 
out of his way to ask for a meeting. An unnamed leading 
Chirac adviser told Die Welt: "Chirac set aside an hour's 
time, and we waited-in vain-at the Hotel Matignon for 
Kohl , who never showed up . . . .  There' s  no question , that 
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Prime Minister Chirac regrets that relations between the 
chancellory and the prime minister's office are not the best."  

Chirac' s  advisers clearly suspect that Kohl i s  being pur­
posefully misbriefed on France,  on both political and straight 
jurisdictional questions concerning the areas of responsibility 
of the President and the priOle minister under the French 
Constitution. Kohl has gone tb Mitterrand to discuss ques­
tions such as a joint Franco-Gdrman military helicopter proj­
ect and a cultural agreement, although both these issues ac­
tually fall within the domain oIf the prime minister. Chirac' s 
adviser fumed to Die Welt: "Why does he [Kohl] bother to 
pay for having an ambassador lin France] when he can't  even 
be properly informed concernmg the French Constitution?" 

The Kohl-Chirac flap wilt not be resolved in the near 
future. After the Chirac camp's quotes appeared in Die Welt, 
the July 17 Siiddeutsche Zeitu"g carried a short note, citing a 
Bonn government spokesman :that no Kohl-Chirac meetings 
would occur this summer. 

'Operation Cattenom' 
The COU's  Trilateral netWbrks are now throwing another 

monkey wrench into Franco-{)erman relations , by denounc­
ing France' s  plans to start up its new nuclear power plant at 
Cattenom, some 10 kilometer$ from the German border. On 
July 16,  the COU of the states of North-Rhine Westphalia, 
Baden-Wiirttemberg, and Swland issued statements pro­
testing the Cattenom facility . The COU of North-Rhine 
Westphalia is headed by Trilateral Commission member Kurt 
Biedenkopf. 

For weeks now, the German Social Democracy (SPO) , 
spearheaded by Oskar Lafontaine , the governor of the Saar­
land (bordering on the part of France where the Cattenom site 
is) , has been holding regular demonstrations and protests 
against France for its pro-nudlear policy-as has the Green 
Party. Lafontaine is on record advocating a German pullout 
from NATO. 

The Soviet diplomatic , political , and propaganda moves 
over the past weeks , playing on the imperial "divide and 
conquer" principle, are-on ihe surface-diametrically op-
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posite toward West Germany on the one hand , and France 
and Britain on the other. West Germany is being subjected 
to a "low-intensity war," punctuated with bombings , murders 
of leading figures , and violent demonstrations by the Com­
munist Party , Green Party, and hard-core terrorists . Mean­
while , the Soviet government misses no chance to heap abuse 
on the Kohl government , under pretexes ranging from West 
German participation in the Strategic Defense Initiative (SDI) , 
to the alleged "growth of neo-Nazi and revanchist forces" in 
Germany. 

Izvestia on July 4 carried a feature denouncing Franz­
Josef Strauss , the head of the CDU 's Bavarian sister party , 
the Christian Social Union , as a "fascist" comparable to Hit-
ler. Strauss was described as: "Washington 's  friend . . .  car-
rying out a cl1lsade against 'the Red-Green danger' . . .  and 
the 'Threat from the East ' . . .  Strauss gets his ideas from 
fascism . . . .  Although no one is talking about it, the com­
munity is comparing this man to Hitler. "  

Two days later, July 6,  the Soviet military newspaper, 
Krasnaya Zvezda. ran a feature denouncing "growing re­
vanchist forces in West Germany . "  That same week, the 
Russian's chief Geneva negotiator, Viktor Karpov, after talks 
with the Bonn foreign ministry , held a special press confer­
ence at the Soviet embassy in Bonn, to denounce the West 
German government for "placing obstacles" before the Ge­
neva talks on medium-range missiles. 

Once the decoupling strategy has succeeded in breaking 
Germany from both the United States and its main West 
European allies , then Moscow would make a "grand offer" 
in the manner of the 1 952 Stalin Note, holding forth the 
prospect of a "neutral , reunified Germany," as the vassal of 
a Europe dominated by Russia. 

Playing to England and France 
To intensify Bonn's  sense of isolation and rejection , So­

viet policy is aimed at cultivating relations with Britain and 
France , stroking the egos and sensibilities of the French and 
British leaders through fulsome praise in the Soviet media. 
This phenomenon was exhibited as never before during Mit­
terrand's  Moscow visit during the second week in July, and 
the visit to London J ul y 1 3  by Soviet Foreign Minister Eduard 
Shevardnadze . These threads of Soviet policy were mani­
fested as early as Gorbachov's  December 1 984 stay in Brit­
ain, where, through extensive meetings with Prime Minister 
Margaret Thatcher and Foreign Secretary Geoffrey Howe, 
he began the cultivation of the intended "special relation" to 
Great Britain . 

Gorbachov's  first-and so far only-visit to a Western 
country in his capacity as general secretary, was to France in 
November 1 985 . This visit was returned by Mitterrand this 
July , and Gorbachov has invited Mrs. Thatcher to visit the 
Soviet Union in 1 987 -the invitation was conveyed by Shev­
ardnadze in London to the British prime minister. His London 
visit marked the first time that Shevardnadze has gone, on a 
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bilateral basis , to visit any Western cbuntry since becoming 
foreign minister on July 2 ,  1 985 . 

Mitterrand' s  visit to the Soviet Union was hailed in the 
Soviet press , and he in tum was nQ less flattering toward I 
Gorbachov, calling him "the first modem person to lead the 
Soviet Union ," whose "primary goar was to "raise Soviet 
living standards ," and adding: "but because trust is lacking 
[referring to America] , he has to compete with weapons . "  
O n  July 10 ,  Mitterrand held a press �onference i n  Moscow 
and called Gorbachov's  "disarmamtnt" proposals "really 
spectacular ." He announced his "full agreement" with Gor­
bachov's  proposal for an internatioilal conference on the 
Middle East. Mitterrand named the SOl "the main obstacle" 
to a Reagan-Gorbachov summit, and demanded that the United 
States adhere to SALT II . 

. 

Soviet foreign ministry chief spokesman Gerasimov, at a 
July 9 press conference , remarked that Gorbachov had told 
Mitterrand that he "wants the largest 1 possible expansion in 
Franco-Soviet economic , scientific-te¢hnological and cultur­
al relations ."  The TV commentary sup�lied by TASS stressed 
that the meetings underscored "not only the traditions and the 
sympathy which the Soviet and French peoples have for each 
other, but most important of all , the objective interests of the 
Soviet Union and France, the two biggest states of Europe, 
in maintaining peace both within and lI>eyond the continent ."  

The Russian magazine New Times said it was Mitterrand 
"who, at the Bonn summit (May 1 98�) of the 'Big 7 , '  stood 
up to the pressure of the chief of the White House . " 

South Africa and the old czarist bonds 
Three days after Mitterrand's  departure, Soviet Foreign 

Minister Shevardnadze arrived in London on July 1 3  for a 
three-day visit that included two meetings with Foreign Sec­
retary Geoffrey Howe and a long meeting with Prime Min­
ister Margaret Thatcher. Shevardnacize's  avowed purpose 
was to lobby Britain to pressure the tJnited States to make 
concessions on the SDI at the Geneva talks, and also regard­
ing the Middle East and South Africal1 situations . 

While full details on Shevardnadte' s meetings are not 
available, it is clear from several signaJs that Britain went far 
in accommodating Moscow. Speakin� in the House of Com­
mons after his talks with Shevardnad�e, Howe declared re­
garding South Africa,  that on his forthcoming trip to South 
Africa, he would recommend at least IUnited sanctions. "Most 
urgently," he said, "I will press on th�m [the South African 
government] the need to release NelSon Mandela . . .  and 
unban the ANC and other political parties ."  

The other spectacular signal was tlte announcement that 
Britain and the Soviet Union had reached a settlement in 
which Britain-after nearly 70 years-l-renounces all claims 
of holders of czarist bonds. The nominal worth of the bonds 
in British possession had reached somt £100 billion. 

Soviet television commented mat "certain positive 
changes" have occurred in British poliCies . 
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Military war on drugs 
to counter Soviets 
by Jeffrey Steinberg 

Sources close to Defense Secretary Caspar Weinberger have 
told EIR that the Reagan administration will respond to the 
Soviet Union's  global low-intensity warfare by launching a 
long overdue military assault against narco-terrorism, in co­
ordination with a number of lbero-American nations . This 
was was made public in mid-July with widespread press 
coverage of a 160-person U . S .  Southern Command military 
support mission to Bolivia, providing training, transport, 
communications ,  and light air cover to the Bolivian govern­
ment's campaign to shut down the cocaine growing and pro­
cessing empire of Nazi-Communist dope kingpin Roberto 
Suarez. 

The teams, deployed out of the Southern Command head­
quarters in Panama, will pilot six U .S .  Army Blackhawk 
troop transport helicopters and maintain mobile communi­
cations equipment for what are expected to be minimally two­
month police actions against coca processing laboratories in 
the Beni region in northeastern Bolivia. The U .S .  troops are 
joined by 15  agents from the U .S .  Drug Enforcement Admin­
istration. 

The U.S .  military support mission represents the first 
public implementation of a National Security Decision Di­
rective on Narco-Terrorism, signed by President Reagan in 
April , ordering the Pentagon to take a more active role in the 
war on drugs . At a speech in Houston, Texas in June, Vice­
President George Bush issued a declassified version of the 
decision directive, which cited narco-terrorism as a security 
threat to the United States and lbero-Amerlcan nations . 

According to published reports, Bolivian President Vic­
tor Paz Estenssoro approached U .S .  Drug Enforcement 
Administration director John Lawn at a law-enforcement 
conference in Buenos Aires early this year, requesting U .S .  
assistance against Bolivia's  narco-terrorist insurgency.  That 
message was delivered to Attorney-General Edwin Meese, 
who briefed the President and vice-president. The April de­
cision directive was crafted to define a broad policy context 
for bringing the United States into a military war on drugs . 

In addition to the Bolivian support effort, code-named 
"Operation Blast Furnace," U .S .  military logistical aid has 
been requested by Costa Rica, which has emerged as a sig­
nificant processing and transshipment point for South Amer­
ican cocaine. Additionally, a civil aid program has been 
announced with Mexico, involving an ambitious crop-dust-
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ing program against opium �ppy fields . 
Despite published report. to the contrary , Defense Sec­

retary Caspar Weinberger t�ld a Washington, D.C.  press 
conference on July 1 7  that h� was an enthusiastic supporter 
of the idea of U . S .  military fo.ces becoming directly involved 
in the war against narco-terrQrists . 

According to sources , another motivating factor was the 
mounting recognition that, s�nce the Soviet 27th Party Con­
gress in February, the Soviet �nion has accelerated its global 
low-intensity warfare against the Western alliance . Soviet 
spetsnaz-backed terrorists h�e assassinated Swedish Prime 
Minister Olof Palme, launch�d a virtual insurrection in Ger­
many through violent action, at nuclear power construction 
sites at Wackersdorf, Brokd�rf, etc . ,  assassinated top West 
German industrialists involv� in the Strategic Defense Ini­
tiative, and declared a narco-terrorist war against Peruvian 
President Garcia and Colom�ian President Betancur. 

But until now, the Unitfld States has failed to take any 
effective counteraction-or even develop an effective doc­
trine for dealing with Russian low-intensity warfare. The 
Pentagon sources say that thq war on narco-terrorism is to be 
an integral element of Ameri�a's response . 

On June 16,  House Arm� Services Committee hearings 
heard both Joint Chiefs chaijman Adm. William J. Crowe, 
Jr. and Assistant Secretary of Defense Richard L. Armitage 
testify on behalf of a Pen�gon-authored proposal for the 
creation of a Special Opera�ons Force Command under the 
direction of the JCS . That P.oposal was drafted in response 
to legislation submitted by Rep. Dan Daniels (R-Va. )  man­
dating the creation of a NatiQnal Special Operations Agency 
under civilian defense dep�ent control . Despite the dif­
ferences , both drafts underscored the necessity for American 
forces to take an active role in the war on drugs . 

Last November, Secretary Weinberger and Southern 
Command chief Gen. James Galvin , both speaking at Wash­
ington, D .C .  ' s  Fort McNair at a Pentagon-sponsored confer­
ence on low-intensity conftiqt, emphasized the link between 
the narco-terrorist insurgency against lbero-America and the 
issue of economic development. Without a systematic pro­
gram for economic growth,! they both stated, no effective 
program can be launched ag�inst the insurgencies . The fail­
ure of the Reagan administrhtion-still dominated by Wall 
Streeter Donald T. Regan-t-to break from its unqualified 
support for IMP conditionalities still represents the greatest 
choke point against an effective war on narco-terrorism. 

This obstacle to the admi.pistration's  anti-drug effort was 
arrogantly broadcast across the editorial pages of the July 1 8  
New York Times. The Times' editors linked Bolivia's  dope 
production to its ability to p,y its debt to Wall Street: "The 
venture into Bolivia raises considerable economic, as well as 
military questions that merit full discussion . If the campaign 
has any success , what of BOlivia's  solvency? Its only other 
export income is from tin,  � commodity long depressed in 
world markets . " 
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Nicaragua invasion: 
a 'New Yalta' plot 
by Valerie Rush 

U . S .  preparations for an invasion of Nicaragua-first con­
firmed by on-the-ground mil itary circles in Central Ameri­
ca-are now emerging more openly in the United States as 
well . Trilateral Commission circles in and around the Reagan 
administration are using the June 25 House of Representa­
tives vote approving Contra aid as a foot in the door to what 
is intended as a full-scale Vietnam-style engagement of U . S .  
troops in Central America . "Official Washington ," as the 
July I 3  Washington Post put it, is already "on a kind of war 
footing . "  

The "game plan" comes straight from such "New Yalta" 
strategists as Henry Kissinger, Zbigniew Brzezinski , et aI . ,  
and is part of a deal struck with their Soviet counterparts to 
orchestrate a U .  S .  troop redeployment out of Western Europe 
and into Central America .  The Soviets get Europe , the United 
States gets a new Vietnam south of the border. 

Former National Security Council director Brzezinski 
describes the deal in his recently released book , Game Plan . 

which portrays an "endless game" being played out between 
the United States and the Soviets , where the object is not 
"victory of the traditional type ," but rather "to avoid defeat . "  
Writes the former executive director of the Trilateral Com­
mission: 

"Moscow's  posture made it clear that an American inva­
sion of Nicaragua would precipitate a rhetorically violent 
Soviet propaganda campaign-but no more than that . . . . 
The Soviet Union cannot at this stage become directly in­
volved in contesting the paramount position of the United 
States in the Western Hemisphere . . . .  Manpower with­
drawn from Europe should be absorbed into an enlarged 
Rapid Deployment Force through the creation of additional 
light divisions for use . . . in Central America . "  

While leaving the details of implementation to his Trila­
teral associates , the late Soviet boss Yuri Andropov in 1 983 
described the same general scenario in an interview to the 
West German magazine Der Spiegel. in which he suggested 
that the Soviets would tum a blind eye to an overthrow of the 
Sandinistas in Nicaragua, as long as the United States ac­
knowledged a Soviet "sphere of influence" in Europe and the 
Middle East . 
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The House vote on Contra aid , iqterpreted universally in 
Ibero-America as the green light for F invasion scenario, is 
polarizing the continent . Peruvian p¢sident Alan Garcia im­
mediately denounced the vote as pu�ng the United States on 
a track of military escalation which could lead to full-scale 
invasion . In that event , he warned, &!ru will be "on the side 
of Latin America . "  Behind the sceneS it is rumored that debt 
relief for Mexico , now under negotiation with the creditor 
banks , is being linked to that counqy's taking a more pro­
U . S .  position on Central America .  I 

Even the most right-wing genet!als in Argentina, still 
burning from the Reagan adminis�tion ' s abandonment of 
its own Monroe Doctrine during the Malvinas conflict , have 
made it clear that , ideologies aside! , they would come to 
Nicaragua' s defense should a U . S .  i�vasion take place . 

The Central American countries , !whose territories would 
be rapidly engulfed in any U . S .  m�litary adventure in the 
region , are under the most intense ptcssure by the Kissinger 
crowd in the State Department to desprt the Contadora peace 
initiative and throw their lot in with the "New Yalta" game-
�an . I 

Promised military superiority to kite Nicaraguans , Hon­
duras has responded by offering it�lf as a staging ground 
for U . S .  invasion plans . On July 14 ,1 President Jose Azcona 
warned Honduran businessmen to brace themselves for a 
poor investment climate in the near future , and added: "It 
will cost thousands and thousands of Nicaraguan lives during 
the coming months or years to eradicate the terrible dictator-
ship" there . I 

Costa Rica, forced to impose a murderous austerity re­
gime in exchange for vitally needed dperating funds from the 
World Bank/International Monetary! Fund, now appears to 
be taking a more "conciliatory" attitu�e towards U .  S .  Contra 
policy. But Guatemala, similarly pre$sured, remains an open 
question. President Vinicio Cerezo h�s just returned from an 
early-July visit to Mexico , where the Urgency of Latin Amer­
ican solidarity was emphasized . A September visit to Gua­
temala by Peru's  Alan Garcia will .tesumably reiterate the 
argument . I 

The real irony of the Nicaragua siluation is that , were the 
Reagan administration really intent 4n "stopping the spread 
of communism," it would have given its wholehearted sup­
port to the Contadora Group . That regional mediation effort 
had time and again managed to box the Sandinistas in, only 
to see Managua let off the hook by O.S .  State Department 
interference which allowed the Sandinistas to back away 
from commitments they had already kade . 

As part of their gameplan, the Neiv Yalta strategists have 
been bludgeoning the government of "anama. In particular, 
they hope to eliminate-politically br otherwise-Panama 
Defense Forces chief Gen . Manuel N�riega, whose proposal 
for a Contadora-linked military capab/ility has been described 
as a "security without war" alternatite to current U . S .  stra­
tegic doctrine for Central America . 
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Libyan regime begins 
to disintegrate 
by Ali el Montasser 

Since the American raid on Libya in April, a rapid process of 
erosion has occurred within the top command of the so-called 
Libyan Revolution. Afin de regne atmosphere has shrouded 
the major decision-making centers in Tripoli , Benghazi, and 
the military base of Sebha. Tribal conflicts , previously con­
tained by the uncontested preeminence of Colonel Qaddafi, 
have erupted once again, pitting the Qaddafadam tribe against 
the Magharha. There is also trouble brewing among the Tuar­
egs . This fin de regne situation is the reason for the recent 
and serious assassination attempt against Major Abdesalam 
Jalloud (May 15) and an even more recent failed hit against 
Qaddafi himself. 

Not only has the emotionally unstable colonel entered 
into a deep depressive phase (he suffers from severe manic 
depression) , but it has been recently ascertained that he is 
suffering from cancer. While this latter fact has not yet been 
made public , other than in these columns, Qaddafi' s ill health 
has not been lost on his own colleagues of the Revolutionry 
Council . It has merely intensified the wild Darwinian strug­
gle for power now shaking up the regime's  leadership. 

The key to the unfolding situation lies in the behind-the­
scenes planning of the two superpowers for the region as a 
whole. While the U .S .  raid failed to remove Qaddafi or 
destroy the oil wells of the Jamhariyya, it severely destabi­
lized the regime. Nonetheless , it was not so much the U .S .  
action as the ostentatious withdrawal of Soviet naval forces 
and some ground personnel some hours before the raid, that 
has derailed the Libyan leadership. 

There are a number of reasons for this,  the least important 
of which was the Soviet calculation that the eternally trouble­
some colonel was not worth a superpower confrontation. In 
refusing to commit themselves fully to Qaddafi, the Soviets 
in reality were concentrating on longer-term goals . The cen­
tral Soviet strategic option in the Near and Middle East has 
always been, and remains Iran , for reasons which relate to 
the long-term Soviet geopolitical objective to enlarge their 
land mass southwards. Support of Qaddafi has always been 
an important, though peripheral Soviet concern, while Rus­
sian long-term planning has always sought dominance of 
Central Asia and Iran. 
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Moscow's  leadership nsidered the "risk" of losing 
Qaddafi or alienating him ac eptable, knowing that they con­
trol at least two of the four conceivable successors to Qaddafi 
in the Revolutionary Council. 

Since the assassination of Col . Hassan Skhal last year, 
there remains only a small group of possible "successors" 
should the present regime survive: Major Abdessalam Jal­
loud, one of the first intima*s of Qaddafi among the "young 
officers" who led the coup �n 1969, and for years now re­
sponsible for the very impo$nt portfolio of oil; Col . Abdel­
hafiz Messaoud, long the *ad of the key Libyan military 
base of Sebha and organizer of the Islamic Legions, was 
recently given the responsibility of reorganizing the armed 
forces; Khalifa el Hanesh, head of all intelligence activities 
and an East German secret-service agent; Mohamed Maj­
doub, who plays an important role behind the scenes in the 
revolutionary committees; the two Qaddafadam brothers, who 
have always played a key r�e in intelligence; and the titular 
head of Libyan foreign intelligence, Col . Belgassim Ali 
Younes. The head of the �ed forces , Gen. Younes Abu 
Bakr, could also play a role.1 

The attempted assassin�tion of Jalloud in May and the 
follow-up attempt on Qaddafi's life are the first acts of an 
unfolding scenario. It is no secret that the Qaddafadam tribe, 
Qaddafi's  own, was responsible for the attack on Jalloud. It 
is said that elements loyal to Jalloud answered in June against 
Qaddafi . 

At present, given Jallou4' s  position as number two in the 
regime, the "Jalloud case" if the focus of all attention . Over 
the years , Jalloud has distinguished himself as an apparently 
faithful follower of Mosco�-witness his recent trips to the 
Soviet Union, apparently oil! behalf of the Libyan leadership. 
Yet, at the same time, JaUoud, as head of all of Li.bya's  
international oil operationst has established excellent con­
tacts in the West , most notaply with the CIA through Amer­
ican oil companies , and, through similar cut -outs with French 
foreign intelligence . Jallou� is part owner of a half-dozen 
companies headquartered in Switzerland, some of which are 
partially owned by Americans with known connections to 
U . S .  intelligence. 

This explains the reluctance of American oil companies 
to leave Libya beyond obvious mercantile interests . These 
companies have prepared fCllr all eventualities by setting up 
cut-out companies in Mal� and Greece to trade in Libyan 
oil . Switzerland, which buyl' 50% of its oil from Libya, will 
certainly become the center of these new activities . 

Since there is virtually qo doubt that Qaddafi will disap­
pear from the scene in the medium term, the real question is 
whether the dubious Jalloud emerges as the new strongman. 
There is good reason to belfeve that some hard-line Soviet­
bloc agents such as Khalifa el Hanesh will act to shorten 
Jalloud's  tenure in life under such circumstances . 

In the meantime, the Sot'iet Union will be concentrating 
on its real grand game in the Middle East: the Persian Gulf 
and Iran itself. 
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Middle East Report by Thieny Lalevee 

Iran's arms suppliers 

Is a serious crackdown on the gun-runners under way-or are 

they just fighting among themselves ? 

At the beginning of July , the Irani­
an army surprised the Iraqis-and 
many other countries-with several 
military offensives . The first surprise 
came in the last weeks of June , as Iran 
deployed ground-to-ground missiles 
to devastate the Iraqi oil center of Kir­
kuk. At the end of June and the first 
days of July , there came a large-scale 
offensive that routed the Iraqis from 
their position around Mehran . within 
Iran . 

Behind such victories, there is only 
a little mystery: In recent months , Iran 
has received the spare parts it needed 
for its missiles ,  and deployed a signif­
icant quantity of NATO-made TOW 
anti-tank rockets against the Iraqis . 
Iran was said to be short of spare parts 
and military technology , but the Ira­
nian victories showed the contrary . 

It seems that the crackdown last 
April against the arms-dealing net­
work of Israeli Gen . Avraham Bar­
Am, who was selling U . S .  weapons 
to Iran , has not scared others in the 
business . 

Where are Iran 's  weapons now 
coming from? Rumors are flying . In 
late May, the Kuwaiti News Agency 
(KUNA) put out a dispatch announc­
ing that Iran has allowed the United 
States to reactivate the electronic ra­
dar stations built under the Shah to 
monitor the Soviet Union . Manned by 
Israeli technicians , they can also pro­
vide Iran with a monitoring of Iraq ' s  
military moves . The U .S . -Iranian deal, 
concluded the KUNA dispatch (then 
carried two weeks later by TASS) ,  
provided for the U . S .  government to 
deliver weapons to Iran . 
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But according to Iranians who 
know the situation well ,  the report is 
dubious.  The American radar stations 
were dismantled between February and 
August 1 979; whatever remained was 
utterly destroyed by the Revolution­
ary Guards.  The rebuilding of such 
stations could not have gone unnot­
iced . 

But what about American weap­
ons? Reports from London indicate 
that South Korea became a major sup­
plier, just as negotiations between Iran, 
France , and other countries intensified 
on the issue of Western hostages in 
Lebanon . These talks have meant de­
liveries of weapons to Iran and deliv­
eries of American grain to Syria, fol­
lowing the secret visit of U . N .  Am­
bassador Vernon Walters to Damas­
cus in early June . 

Israeli Deputy Prime Minister Yit­
zhak Shamir raised the issue while 
visiting Paris June 25 , indicating that 
Iran was a subject of discussion be­
tween Israeli and French officials . 
"Iran is a very important Middle East­
ern nation that the West cannot ignore 
and abandon to the Soviet Union ," 
Shamir told Le Monde on June 26, 
before describing the rapprochement 
between Paris and Teheran as a "pos­
itive tendency . " 

Asked about Israel ' s  arms ship­
ments to Iran , Shamir declared with­
out blushing: "We do not interfere in 
the military conflicts of others . "  The 
same week, the Jordan Times re­
vealed that Gen . Ariel Sharon's  gun­
running business partner, Ja'acov 
Nimrodi , had paid a visit to Teheran 
in early June . 

Unluckily fctr Shamir, another Is­
raeli connectiod to Iran was exposed 
in the first days iof July . A former Is­
raeli citizen , turned West German , 
Henry Kamani�ky, was arrested by 
the West German BKA. Months of 
investigation sljJ.owed that Kaman­
iecky had $et up a profitable link be­
tween certain west German business­
men and the Iranian embassy in Bonn 
to sell Israeli weJipons . Involved were 
fifty thousand 100 mm and 130 mm 
artillery shells , 51,000 anti-tanks shells, 
5 ,000 U.S . -ma"e M-70 automatic ri­
fles, and TOW nJissiles , to the amount 
of $81 million . :Arranged by Abolfa­
tab Katibi of th� Iranian embassy in 
Bonn and Munilch businessman Ste­
phan Kaiser, the shipment was to be 
delivered from .srael to Iran through 
Yugoslavia .  No�ing has been report­
ed of the previous deals , only that a 
future deal woulCt have included deliv­
eries of tanks . i 

The Israeli tonnection was pro­
vided by a certain Ron Harel , de­
scribed by the J*ly 4 Jerusalem Post 
as "involved in lseveral international 
trading companjies ,  some of them 
dealing in arms . '1 However, according 
to the BKA,  HaJiel sent a telex to Ka­
maniecky on Aptil 1 ,  establishing the 
connection with1 "Israel military in­
dustry."  

Another Bar�Am case? The story 
has already been forgotten. One also 
wonders why I.-aeli arms networks 
are so much expbsed these days . It is 
no secret that m"st Israeli arms ship­
ments to Iran sipce November 1980 
have been made !with the knowledge , 
if not approval , qf American officials .  
Is there really a 'rious effort to crack 
down on Iran' s  arms suppliers , or is it 
rather a battle among the suppliers 
themselves? 

. 

Meanwhile , �ach Iranian military 
victory is another step toward de­
stabilization of the region. That's good 
business only fOli the Soviets . 
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Report· from Bonn by Ralner Apel 

A bomb that was built in Moscow 
Karl·lleinz Beckurts was not killed by "radicals" .. he was the 
victim of a Soviet military operation. 

In a seven-page pamphlet left behind 
to explain their motive for killing West 
German industrialist Karl-Heinz 
Beckurts on July 9, the "terrorists" who 
"took credit called him a leading figure 
in the West Gennan lobby for Presi­
dent Reagan's  Strategic Defense Ini­
tiative. 

" "Beckurts represented precisely 
the policy of · international capital in 
the current phase of the political, eco­
nomic, and military strategy of the im­perialist system as a whole, which he 
is promoting." Beckurts, working for 
the Siemens Corporation as part of the 
"MIK" (military-industrial complex) , 
was killed because his work aimed at 
"forcing the socialist countries down 
on their knees by military means." 

The killers said they belonged to 
the group RAF-the initials standing 
for "Red Army Faction." Since the 
RAF has, for some time, come out 
with ra�r confused, anarchistic 
statements, little attention had previ­
ously been paid to the simple fact that 
the name of the group associates it 
directly with the Soviet Red Army. 

For most of the 1 5  years of the 
RAF's existence, its public statements 
were far from resembling. the state­
ments that were issued against the West 
from Moscow. But the seven-page let­
ter "explainea" the death of Beckurts 
in straight Marxist-Leninist terms. 

In short, Beckurts was not killed 
by ''radicals'' who had acquired weap­
onry. He was killed, as the incident 
itself made clear, by professionals. 
Beckurts' murder was a Soviet mili­
tary operation, directly, or by con­
tract. 

What could be learned from the 
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police was that the name of Beckurts 
had appeared in a Communist maga­
zine profiling the pro-SOl faction in 
West Germany. The magazine, Rote 
Bliitter, appeared in November 1 985 , 
and named Beckurts and 48 others, 
including U.S.  Lt. -Gen. James Abra­
hamson of the Strategic Defense Ini­
tiative Organization, on a secret list of 
participants on an SOI-expert panel. 
The panel, which was convened in 
Cologne in late June 1985 , was cov­
ered under the headline: "Our SOl 
Mafia." 

Rote Blatter is the official monthly 
magazine of MSB Spartakus, the stu­
dent organization of the West German 
Communist Party (DKP), which , like 
the East German Socialists, nevC2' does 
anything without a precise order from 
Moscow. The official policy of the 
DKP and its front organizations has 
always been to denounce terrorism; 
the decision to have Rote Bliitter run 
the names of the "SOl Mafia," how­
ever, was like going public with a 
"proscription list. " It was like publish­
ing a contract to kill. 

As a matter of fact,  a copy of that 
saine article was found with RAF sup­
porter Angela Senftleber, detained by 
police in Frankfurt on Jan. 13 , 1986. 
Further, all the 49 names on that list 
belonged to the same "military-indus­
trial complex" that Moscow's propa­
ganda machine has been targeting for 
the past few months. 

Most striking is the following pas­
sage from the keynote address that 
Mikhail Gorbachov delivered to the 
27th Congress of the Soviet Commu­
nist Party on Feb. 25: "The locomo­
tive of militarism still is the U . S .A. , 

is its military-industrial machine, 
which, fOl"1 the time being, does not 
show any intention of operating in a 
lower gear. This has to be taken ac­
count of, naturally . . . .  We have dis­
cussed our own view of the 'star war­
riors, ' at length. The U.S .A. has al­
ready pulled many of its allies into this 
project. The case threatens to become 
irreversible. . . . Certainly, the ruling 
class of the U . S .A. , or, to be more 
correct, its most egotistic groups which 
are tied to the military-industrial com­
plex, pursue aims directly opposing 
ours . . . .  " 

And, on July 9, the day when the 
RAF terrdrists placed the 50 kilo­
grams of explosive to kill Beckurts, 
the Red Army's daily, Krasnaya 
Zvezda. wrbte, ''The Soviet Union will 
have to take necessary measures to 
neutralize the 'Star Wars' electronic 
space macliline. "  

Beclcu$ was as much part of that 
"electronic space machine," as was 
Ernst Zimmermann, the West German 
industrialist whom the RAF killed in 
February 1985 . 

Ernst Zimmermann's company, 
MTU (Motoren-Turbinen-Union) , 
was also named in the Rote Blatter 
article. The two French generals , Au­
dran and Blandin, who were killed by 
the French terrorist group Direct Ac­
tion (which collaborates closely with 
the RAF) , were named as part of that 
"electronic, space machine."  

Direct Action bombed the Paris 
offices of a special anti-terror unit of 
the French police on the same day the 
RAF killed Beckurts. In a pamphlet 
"explaining" their bomb attack, Di­
rect Action compared its own actions 
to the actions of the RAF, and stated 
that both were "part of a qualitative 
jump in the direction of building a 
Western European guerrilla move­
ment"-i.c. , a new phase of Soviet 
low-intensity warfare against the West. 

ElK July 26, 1986 



Northem Flank by Goran Haglund 

Sweden-a fourth Rome? 

Some in the Swedish "elite " console themselves that a Soviet 

takeover would mean promoting their own status . 

' SWeden is the Fourth Rome, we 
got our religion from the Third ," i .e . , 

. MoscOw. This is the thesis of a July 6 
op-ed in Svenska Dagbladet. in which 
author Sven Fagerberg declares the 
Swedish Social Democracy ideologi­
cally dead and Sweden virtually a to­
talitarian one-party dictatorship , 
whose only saving state religion is 
rooted in the East. 

Although Fagerberg's  description 
of the symptoms is close enough to the 
truth, his prescribed cure would ag­
gravate the illness .  

Fagerberg outlines how Byzan­
tium, the Second Rome, "actively 
contributed to forming the Third 
Rome, old Russia and Moscow, de­
veloped to perfection in the Soviet 
state ."  But Byzantium is still alive in 
Sweden, too: 

"No other country is so permeated 
with religion as Sweden. Possibly Iran, 
with its Koran-babbling mullahs, can 
compete with our socialists in fanati­
cism, in the unwavering and omni­
present faith . . . .  Socialism domi­
nates the Soviet Union and Sweden . 
In both cases , it is an all-penetrating 
religion, contrary to reason but backed 
by false, religious arguments , appeal­
ing to primitive feelings . " 

So far, so good. Fagerberg's  view 
of the Social Democracy' s  totalitari­
anism and susceptibility to Eastern in­
ftuences is to the point , if not very 
profound. 

A challenge that could hardly be 
left unanswered, the op-ed was re­
sponded to on July 8 in Aftonbladet. 
mouthpiece of the Social Democracy. 
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Under the interrogative title , "Swe­
den: a Fourth Rome?" CUlture-page 
writer Karl Vennberg essentially an­
swers in the affirmative , posing the 
counter-question: Why not? 

Vennberg' s  "defense" of Social 
Democratic Sweden is that the Eastern 
church represents a higher civilization 
than the Western one . He joins Great 
Russian chauvinist author Alexander 
Solzhenitsyn , in arguing for the purity 
of Russian mystical culture , before 
Russia was occupied by destructive 
Western communism as imported by 
Lenin . 

"Sweden, in other words, is a By­
zantium deprived of everything but 
sheer evil ," Vennberg rants. "The only 
question is to what extent this can be 
derived from Byzantium itself. There 
was Byzantine art . . . an irreplacea­
ble ancient heritage . . . a church in 
which faith remained more pure and 
alive than in corrupted Rome."  

In  the original op-ed , Fagerberg, 
a former refrigerator engineer who 
turned to Zen mysticism and began 
issuing books criticizing modem so­
ciety , does not confine himself to 
blasting the work of Sweden' s  domes­
tic fundamentalists . He also imagines 
himself to have found the seed-crystal 
of totalitarian Sweden in Christianity , 
whose inherent authoritarianism has 
propagated itself through Constanti­
nople and Moscow to Stockholm: 

"By nature, Christianity is mon­
otheist and totalitarian . Thou shalt 
have no false gods before thee . Po­
lytheism, like in Greece , is necessary 
for a working democracy, for the free 

competition amcing contrary but good 
wills to produce bptimal solutions . "  

S o ,  Fagerberg proves himself an 
uninhibited anaroho-liberal, who finds 
Christianity undemocratic . But what 
of truth? A democracy that, like that 
in Athens, refuses to be informed by 
reason,  invariably produces rule by the 
mob. 

Fagerberg arid his opponent share 
the same inabilit1r to comprehend Rea­
son as somethin, imparted to man by 
God, to be employed in perfecting the 
creation . In the el,galitarian land of Fa­
gerberg and Vennberg , the confused 
disciples of Christ, in a weak moment, 
might have passed a vote restraining 
the Holy Spirit , � as not to upset pop-
ular opinion. I 

The key to I!'agerberg and Venn­
berg's  fault is tijeir concerted denial 
of the Filioque, �e active concept of 
the Trinity insikting that the Holy 
Spirit-God's  ¢reative principle­
proceeds from the Father and the Son, 
God made man . .  

Without the 'Filioque, creation is 
monopolized by! the Father, and an 
impotent mankirld is doomed eternal­
ly to passively g.pe at God's  work. 

These opposite views of man are 
reftected in the c0ntrary social and po­
litical orders of the West and the East. 
While the Eastern church never ac­
cepted the Filidque, and was , thus , 
never Christian, the decline of the West 
today corresponfs to efforts to extin­
guish the Filioq�e from the creed of 
the Western Christian church . 

In their uni�d front against the 
Filioque, Fagetberg and Vennberg 
merely document the bankruptcy of 
Sweden' s  cultur1i elite . The totalitar­
ian system of the East has indeed made 
inroads into Sweden, but no Fourth 
Rome is on th¢ agenda. Sweden's 
weak-kneed "el�te" seems to desire 
nothing more than adoption as a satra­
py of the Third Rome . 
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Report from Rome by Galliano M. Speri 

Italy and the economic New Yalta 

The decay of the Mezzogiorno, the depressed South, makes Italy 

particularly vulnerable to Soviet threats and blandishments . 

T he bankers' meeting that took place 
in Zurich on June 29-30, where lead­
ing economists finally admitted what 
every housewife already knows about 
the world economic crisis , sounded 
the alarm for many people. But very 
few realize yet that in such a crisis , 
Italy could be coopted into the Russian 
empire soon, not through the Red 
Anny, but by economic means . 

The economic situation is a hot 
potato. The main subject of discussion 
among the parties negotiating the 
forming of a new government, is the 
fact that the new prime minister, 
whoever he may be, will have to face 
a dramatic situation in September, so 
nobody wants to take the hot potato . 
Even the former governor of the Bank 
of Italy , Guido Carli, admits publicly 
in the pages of the Rome daily La Re­
pubblica" that a Great Depression is 
in the wings. 

What makes Italy's situation worse 
than that of other industrialized coun­
tries , is the unemployment problem 
and the depressed South, the Mezzo­
giorno. Official statistics state that It­
aly has an unemployment rate of 
1 1 . 3%,  but if we take into account 
part-time and youth unemployment, 
we reach more than twice that per­
centage. In the Mezzogiorno, official 
statistics admit the unemployment rate 
to be a shocking 36%, but if we in­
clude also unemployed women, we 
reach a terrifying 50% ! 

Moreover, the just-issued report 
of Svimez, a think-tank devoted to 
economic studies for the Mezzogior-
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no, fails to take into account the decay 
of infrastructure in the Mezzogiorno, 
and that the structure of health-care 
services is about to collapse . This 
summer, there could easily be a repeat 
of the cholera epidemic that hit Naples 
in 1972 . Public health officials in Sar­
dinia report one of the highest AIDS 
figures in Italy , but this does not mean 
that the situation in the other southern 
regions is better. It simply means that 
there are no data available . 

Another indicator of economic de­
cline is that 1 985 was a record year for 
a negative birth rate: Only 575 ,495 
babies were born. To give an idea of 
what that means, during the darkest 
period of World War II , an average of 
800,000 babies was born every year. 
Only in the South is the birth rate 
slightly positive-but in the current 
situation, these new lives will only 
serve to swell the army of the umem­
ployed. 

But the worst danger is that for the 
last 15 years , there has been a tenden­
cy for the Italian economy to orient 
more and more toward the Mediterra­
nean (Libya) and the Soviet-dominat­
ed countries .  Libya already owns 15% 
of  Fiat, the largest privately owned 
industry of Italy, but Libya also has a 
huge real-estate investment, especial­
ly in Sicily . 

There is also a definite attempt to 
narrow the productive potentialities to 
a few islands of very high technology 
(robotics , computers , the "informa­
tion" industry) and to develop a high­
quality infrastructure adapted for elite 

tourism, on the model implemented in 
Sardinia by Karim Aga Khan. This is 
matched by an increase of trade with 
the Socialist countries . For example, 
the steel sector, mainly state-owned, 
is kept alive only by massive exports , 
under very unfavorable terms, to the 
Comecon countries .  

On June 30, the government an­
nounced that it will take part in 13  
projects wlthin the "Eureka" plan, the 
French-au4hored scheme for high­
technologt projects explicitly de­
signed to hie independent of the United 
States and! the Strategic Defense Ini­
tiative; this further confirms that the 
country is ,moving away from its tra­
ditional Atlantic markets . In order to 
attend the London meeting on the Eu­
reka proj�t, Foreign Minister Giulio 
Andreotti Fanceled all his other dip­
lomatic activities.  Andreotti is also the 
person whp is stalling the full partici­
pation of I�ly in the Strategic Defense 
Initiative (SDI) . 

Given Italy' s  drift into de-indus­
trialization and into the Soviet orbit, 
Western policy makers must recog­
nize that g�tting Italy to participate in 
the SDI is vital , not only to give Italian 
industry a technological shot in the 
arm, but also for the politically crucial 
task of drawing Italy back into the 
Western c�mmunity . 

This iIs of course exactly what 
Moscow'$  "irregular warfare" in the 
W est see�s to prevent; the terrorists 
carrying i� out are deployed more now 
on a European, rather than national , 
scale . When the West German Red 
Anny Faction murdered the SDI­
linked industrialist Karl-Heinz Beck­
urts in M�nich on July 9, the crime 
was signed "Margherita Cagol Com­
mando," i� honor of a dead Italian Red 
Brigader. A bomb at the offices of 
ENEL, th� national electricity utility, 
in Venicei which just missed causing 
a massac�, was claimed as an "eco­
logical and anti-nuclear" bomb. 
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Dateline Mexico by Josefina Menendez 

Renewed offensive for nuclear power 
The new Secretary of Energy and Mining defends the long­

delayed Laguna Verde project. 

Many were taken by surprise-in 
particular the environmentalists­
. when Mexico's  new Secretary of 
Semi-Public Energy, Mines, and In­
dustry, Alfredo del Mazo, said at the 
opening ceremonies of a seminar on 
Nuclear Energy in Latin America that 
took place in Mexico City. "Despite 
the delays-not all imputable to tech­
nological capacity-and the risks im­
plied by the use of the atom, the fed­
eral government will put the nuclear 
project in Laguna Verde, Veracruz, 
into operation, which will start to gen­
erate electricity next year. If it did not 
join the most scientific and technolog­
ical processes such as the use of the 
atom to create electrical energy, our 
country would give up its opportuni­
ties to transform itself into a modem 
nation, and be incapable of incorpo­
rating itself into the evolution. It would 
mean denying a heritage to the next 
generations and alienating ourselves 
from a means of consolidating a great 
and vigorous country."  

The "bombshell" effect of  the 
statement-no one expected the Mex­
ican government to take such a deci­
sion, when during the last three years 
of International Monetary Fund-dic­
tated management the project had been 
practically suspended for lack of fi­
nancing-set into motion the left-wing 
"ecologist" roster. 

Since the Chernobyl disaster in the 
Ukraine, the Mexican ecologist 
groups , acting as if they took orders 
from Moscow, have launched a total 
offensive to shut down Mexico's  only 
nuclear project, including going so far 
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as to talk of holding demonstrations to 
force the government to close what 
they consider the greatest threat to na­
tional safety . 

After Secretary Del Mazo' s state­
ments, the environmentalists , mainly 
grouped in the international Friends of 
the Earth (whose president was Mex­
ico's representative to the World 
Health Organization) , and in the As­
sociation for Alternative Technology, 
where some officials of the Federal 
Electricity Commission, the Autono­
mous University of Mexico, and the 
Autonomous University of Michoa­
can get together to preach against 
technology and in favor of going back 
to pick-and�shovel, gave a press con­
ference to "question" Del Mazo's an­
nouncement. 

Their main arguments are the same 
ones heard everywhere: that nuclear 
energy produces "high contamina­
tion," and is "the most expensive way 
to produce electricity . "  They intro­
duced the new variant which U.S. 
Senator Jesse Helms has been pushing 
against governments , including Mex­
ico's :  "corruption ." They noted that in 
various countries there have been cas­
es of corruption over the giving of 
commissions to officials in charge of 
deciding on the construction of these 
plants , and therefore demanded, with­
out giving any proof, that the Control­
ler General of Mexico should start to 
look for cases of corruption. 

The government's  decision opens 
a new flank in the fight to get out of 
the economic recession. As Del Mazo 
said, "Laguna Verde is a big effort of 
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Mexican engineering which has as­
similated modern technology to gen­
erate electricity; it has developed tech­
nological infras1;ructure and highly 
skilled manpovoJer, which means 
greater national participation in future 
nuclear-electrical projects of the 
country." 

We can eXpQct open opposition, 
much stronger than occurred four years 
ago when there �as talk of setting up 
a nuclear laboratory' in the state of 
Sonora, and well-financed environ­
mentalists rose up all over the country . 

Now, it can be e,q,ected that they will 
reappear with "bells on ," above all be­
cause of their �es to �e German 
Greens, who m�e no secret of their 
intentions to turD over Western Eu­
rope to the New Yalta deal. 

In the comins weeks , a new facet 
will be coming iato view of the fight 
which the Mexican government picked 
when Finance S�tary Jesus Silva 
Herzog was force(l out, and it was pro­
posed that foreig,n debt payments be 
made on the baSis of the country's 
ability to pay, anel therefore the coun­
try would need to:start growing again. 
The Laguna VeI1ie project needs fi­
nancing, which is impossible if a new 
accord is signed with the IMF. 

Hence, the decision to "return to 
thinking big." sckretary Alfredo del 
Mazo threw do'VD the gaultlet said 
during the seminar: "In exercise of its 
sovereignty and �s a member of the 
International Atomic Energy Organi­
zation, Mexico hBs solicited special­
ized world organizations to support it 
in watching over : and supervising the 
safety of the proj�t, and after the first 
visits to Laguna Verde, no recommen­
dation at all has �n received to mod­
ify its safety systejl1ls. Of course, risks 
exist, but even intluding the Cherno­
byl atomic disastet in the Soviet Union, 
nuclear is one of the safest industries 
in the world. "  
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u.s. pulls troops from 
Spain's To"ejon base 
American Ambassador to Spain Thomas 
Enders told the press in Barcelona on July 
14 that the newly announced withdrawal of 
U.S .  troops from the Spanish air base of 
Torrejon is '�ust the first step, and we will 
work with the Spanish government for other 
achievements of this nature." Five hundred 
American soldiers will be sent home, to be 
replaced by U .S .  or Spanish civilians. The 
move comes as a result of a Spanish refer­
endum on NATO membership adopted in 
March. 

Spanish Foreign Ministry spokesman 
Inocencio Arias announced on July 12  that 
both parties had agreed to resume talks in 
Washington in October on further with­
drawals. Spanish officials say there will be 
a gradual but significant reduction of Amer­
ican personnel and facilities .  Some 12 ,000 
American troops are currently stationed at 
three air bases and a naval station in Spain. 

A reduction of the U. S. presence, refus­
al to admit nuclear arms on Spanish soil, 
and nonintegration into NATO's military 
structure were the conditions for continued 
alliance membership approved by Spaniards 
in the NATO referendum. 

South African blacks 
defy general strike call 
Blacks streamed to work in South Africa on 
July 14, ignoring the call of the Congress of 
South African Trade Unions (Cosatu) for a 
general strike against the country's month­
old state of emergency. Cosatu, which is 
linked to the Soviet-backed African Nation­
al Congress, had urged a day of industrial 
action today to demand the release of 
hundreds of union officials detained under 
the emergency. Union sources said the ac­
tions would range from sit-ins to strikes and 
cover the crucial mining sector, already hit 
by protest strikes. 

Bus service was halted from Alexandra, 
on the northern border of Johalmesburg, the 
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country's largest city, but many blacks 
walked or hitched rides to get to their jobs 
in the city . 

In Johannesburg, Durban, and Cape 
Town, few blacks heeded the call , but in the 
Eastern Cape, a stronghold of the anti-gov­
emmnent United Democratic Front (UDF), 
employers reported considerable observ­
ance of the strike . In some Port Elizabeth 
townships, militants chased away workers 
at bus stops, residents reported. 

Washington Post caught 
lying on South Africa 
Mangosuthu Buthelezi, chief minister of the 
Zulu nation, president of the Inkatha liber­
ation movement, and principal spokesman 
for South Africa' s moderate blacks, wrote 
an angry letter to the Washington Post pub­
lished July 15, charging that its June 30 ar­
ticle headlined, "Pretoria Lets Zulus Hold 
Soweto Rally," was "riddled with inaccur­
acies ."  

He wrote: "For the record: Violence did 
not 'break out' between Inkatha supporters 
and the ' United Democratic Front. Buses 
carrying Inkatha supporters leaving the 
Soweto prayer meeting were petrol bombed 
in the township, resulting in three dead and 
scores injured when one bus ran out of con­
trol and another minibus was crushed be­
tween two other buses. There is no record 
whatsoever of 'at least two persons' being 
shot by my followers. That Inkatha was once 
again at the receiving end of violence there 
is no doubt, but let me make it clear that the 
tragedy was in no way instigated by Inka-
tha . . . .  

"What [reporter Glenn Frankel] did not 
report was that Inkatha members have been 
hard-pressed defending themselves from 
being burned alive, hacked to death and 
maimed in vicious attacks on their persons 
and property. In all the rhetoric about the 
struggle for liberation in South Africa today, 
what is often deftly pushed aside is the fact 
that it is the External Mission of the ANC 
[African National Congress] and its' intemal 
surrogate, the United Democratic Front, that are committed to making this country 'un-

governaJ)le' and 'eliminating' political op­
ponents . The ANC has embarked on the so­
called 'atmed struggle' and kills people as a 
matter o(policy . Blacks and whites are pres­
ently being blown up at bus stops, in ham­
burger b�, on farm roads and in shopping 
malls .  It tis the ANC that receives arms and 
ammunition from the Soviet Union and the 
Eastern bloc."  i 

Te"drlsm called part of 
'Sovi,t war against West' 

I 
The offiqial Catholic newspaper L' Avvenire 
commelied on July 15 that the murder of 
Siemen� board member Karl Heinz Beck­urts on Jply 9, by Red Army Faction terror­
ists, w� part of a Soviet war plan against 
the West. 

The , language of the RAF's commu­
nique, �e that of the Italian Red Brigades , 
is a "Map.ist-Leninist-Stalinist language of 
the 50s . : . . .  If the language is paleo-com­
munist dr proto-communist, the targets are 
highly Diodem, and coincide with the targets 
of the U:S .S .R . , not of 40 years ago, but of 
today. "  , 

Bec� was playing a key role in Ger­
man c�peration with the U. S .  Strategic 
Defensei lnitiative (SDI) , the paper pointed 
out, "wl\ich is the bite nair of Gorbachov. " 
The a41e concluded: "Perhaps, as Sol­
zhenitz}!n says, the Third World War has 
already started, not in the traditional form 
. . .  butlthrough a myriad of 'conventional' 
wars in �e Third World and terrorism in the 
industrial countries . "  

Who is backing Egypt's 
Isla",ic fundamentalists? 
A strike wave primarily controlled by the 
Muslim Brotherhood swept Egypt during the 
first weeks of July, as the government im­
posed new austerity measures demanded by 
the Intetruwonal Monetary Fund. Accord­
ing to � July issue of the Paris-based mag­
azine /.wpel and Palestine, the United States, 
Israel, and Iran are all supporting these ac-
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tions against President Hosni Mubarak­
each for its own reasons . 

The journal reports that the United States 
thinks it can use the fundamentalists to open 
the way for a takeover by Defense Minister 
Marshall Abu Ghazala; Israel wants to neu­
tralize Egypt and thinks that a destabiliza­
tion of the country will halt all attempts at 
peace negotiations in the region, while Iran 
thinks that a destabilization of Egypt will be 
a severe blow to Iraq. 

Although the Mubarak government has 
backed off from removing price subsidies 
altogether, as requested by the IMF, it has 
raised prices on most items by about 25% in 
the last two months, while wages are frozen .  
At the end of June, textile workers went on 
strike , followed in July by a two-day railway 
strike which was broken up by the army . 
The strikes are being controlled by local 
union committees under the control of the 
Muslim Brotherhood or the communist un­
derground. 

Andreotti seeks to form 
austerity government 
Christian Democrat Giulio Andreotti is con­
tinuing his efforts to form a new Italian gov­
ernment, under the benevolent eyes of the 
Soviet Union and the Trilateral Commis­
sion. 

Informed sources in Rome report that 
this foreign sponsorship, not the endless in­
ternal machinations of italian politics, is de­
termining the outcome of the current nego­
tiations among the political parties ,  and that, 
by fall at the latest, Andreotti will certainly 
become prime minister. 

The key question is the policy of the new 
government, and Andreotti has declared that 
he will draw up a program for his govern­
ment first, and only then decide on the make­
up of the cabinet. He has two priorities : to 
shift Italian foreign policy toward the Soviet 
Union, and to reduce the budget deficit by 
cutting the standard of living of the popula­
tion. To reach both objectives ,  some form 
of the collaboration with the Communist 
Party is necessary . 

The Communists , right on cue , have is-
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sued their own proposal for an austerity pro­
gram to form the basis for a new govern­
ment. It would eliminate the federal budget 
deficit within five years by curtailing ex­
penditures , particularly investments . When 
an Il Tempo reporter asked a spokesman for 
the party whether its proposal could be con­
sidered an Italian version of the U .S .  Gramm­
Rudman amendment, the answer was , 
"Yes . "  

German Greens look to 
Biedenkopf as an ally 
Otto Schily , a leader of West Germany's 
fascist-ecologist Green Party, suggested a 
possible alliance with the Christian Demo­
cratic faction of Trilateral Commission 
member Kurt Biedenkopf, in an interview 
published July I I  in Sonntagsblatt, the 
weekly of the German Lutherans . Bieden­
kopf, the party chairman in the state of North 
Rhine-Westphalia, is a rival of Chancellor 
Helmut Kohl . 

Asked if a coalition were possible be­
tween only the Greens and the opposition 
Social Democrats, Schily replied: "For the 
time being, I see no other option. I don't 
want to rule out, though, that the Christian 
Democrats might make a basic change, 
maybe under the leadership of Kurt Bieden­
kopf, who is much more open for talks than 
many a right-wing Social Democrat. But 
people like Biedenkopf would not get a ma­
jority in the Christian Democratic Union, at 
the moment. "  

A s  if i n  response to Schily's courtship, 
the Christian Democrats in the state parlia­
ment of North Rhine-Westphalia passed a 
resolution calling for the creation of a "Rock 
Music Bureau."  The motion alleged that rock 
music had been "proven to encourage a con­
tinuous,  creative motion among young peo­
ple ," and "appealed to the basic emotional 
needs of the young generation ."  

The Green movement is making prepa­
rations for a huge rock music concert at 
Wackersdorf, Bavaria, the site of violent 
demonstrations last month. Organizers of 
the concert said that it should be "a festival 
of alternative creativity ."  

I 
I 

BJjiejly 

• CARDINjo\L RATZINGER ar­
rived in Peru On July 1 8, at the invi­
tation of Cardinal Juan Landazuri . He 
was schedule" to give a public speech 
on July 19 on �Christian Freedom and 
Liberation . "  latzinger, an opponent 
of "Liberation Theology ," was pre­
viously in Ibero-America in 1984, 
when he visited Colombia. 

• JORDANIAN KING Hussein' s  
decision to oust the Palestine Liber­
ation Organi�ation "has ended Jor­
danian influence in the West Bank," 
according to .he newspaper Al Fajr 
July 8. Informed sources believe that 
the King's  adtion mean that "either 
King Hussein ls suicidal, or he is being 
led into an asSassination trap. "  

• IZVESTIA on July 8 attacked the 
European Latior Party of Sweden for 
its campaign to have Sweden join 
NATO, and attempted to revive dis­
credited char,es that the party was 
implicated iq the assassination of 
Swedish Prime Minister Olof Palme. 
Since Palme'� death on Feb. 28, So­
viet media haVe attempted to impli­
cate Lyndon 4aRouche's  co-thinkers 
from the ELP in the assassination plot. 
Now, in a fro,t -page article , Izvestia 
has denounce4 "representatives of the 
reactionary 'Suropean Labor Party, '  
headquartered in Brussels [sic] , who 
demanded the� 'resignation of Palme' 
from his post and who campaign for 
' saving Swe4:n through the coun­
try's joining NATO. ' "  

• RIF AAT AL ASSAD, the Syrian 
vice-presiden., arrived in London at 
the head of a j l 5-man delegation on 
July 14, in a visit shrouded in mys­
tery. His arri�al coincided with that 
of Soviet Foreign Minister Eduard 
Shevardnadzei• 

, 

• SWEDISB COMMANDER 
Gen. Lennart l Ljung has announced 
that non-corrulnissioned officers will 
now be train�d in special units to 
counter the thteat of Soviet spetsnaz 
(special co�ando) forces. The de­
cision follow;d a special investiga­
tion of recent \spetsnaz operations in 
Sweden. 
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The Pope attacks dnIgs , 
terrorism, and usury 

On July 1 -8, Pope John Paulll visited Colombia . He carried 
the Christian message to this most Catholic of Ibero-Ameri­
can countries, and as part of that message, he forcefully 
denounced drugs, terrorism, and usury-the three evils of 
the policy of the International Monetary Fund and the inter­
national drug trade that are being imposed on lbero-Ameri­
ca . Here we reprint excerpts of the Pope's  speeches and 
homilies. The subtitles are ours. 

Poor people cannot pay 
intolerable social costs 

The Pope was speaking July 1 to over 700 Colombian 
political, religious, and trade union leaders, in the Presiden­
tial Palace in Bogota . 

The very fact that this meeting is taking place here, in 
N arino House, the seat of Colombia's  Presidents , constitutes 
a further proof of the significant Christian reality of Colom­
bia, almost five centuries after the arrival of the Good News 
to this land blessed by God. 

The noble Colombian people, whom you wish to serve 
by contributing to their true progress in all fields, have made 
their own the message of the Gospel which, throughout their 
glorious history, has marked their life and customs . Certain 
determined responsibilities flow from this, for the leaders of 
this country, which I have particularly called a Colombian 
Christian vocation, which must guide your life and work as 
citizens invested with authority, and as believers . . . . In 
your work as leaders , you have made the effort to seek the 
paths , overcome the obstacles and create the conditions that 
would permit the creation of a new society . 

In these circumstances , there come to mind the words of 
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my venerated predecessor, PQpe Paul VI , pronounced during 
his unforgettable visit to this same capital [in 1968-ed. ] :  
"You leaders , perceive and �ndertake with courage the in­
novations necessary for the Iworld around us. And do not 
forget that certain crises in ! history could have had other 
orientations if the necessary �forms had prevented in timely 
fashion, with valiant sacrific¢s , the explosive revolutions of 
desperation . " 

Without doubt you have 'given thought, on occasion, to 
this prophetic call . You know , my esteemed leaders , the 
realities of our world , and more specifically that of the Latin 
American countries ,  and you are conscious that its march 
towards progress raises not ' a few great questions . In the 
encyclical Populorum Progrrssio , Pope Paul VI indicated a 
sickness in the world whicti he identified with the lack of 
fraternity among men and pepples . With this purpose , in my 
encyclical Vives et Misericordia , I wished to place in relief 
the fact that the world is expdriencing a moral disquiet which 
is increasing with respect to �an and the destiny of humanity , 
especially with respect to ttie profound inequalities among 
nations and inside nations themselves. How can one not see 
this disquiet among the peoples of Latin America. . . ?  This 
moral disquiet feeds on the phenomena of violence , unem­
ployment, marginalization, and other factors which provoke 
,disequilibrium . . . .  The C�urch has faith in you, and asks 
you to be the artificers of � more just society . . . . This 
society could be called the �ociety of Love . . . a society 
which would grow in an atmosphere of peace and concord, 
in which violence and terrori�m would not extend their tragic 
and macabre empire , and injustices and inequalities would 
not lead to desperation among important sectors of the pop-
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ulation , and induce them to behavior which tears apart the 
fabric of society . . . . 

In order to realize this new civilization , you face grave 
obstacles which are not easy to overcome , but which ought 
not to discourage you . . . .  Some will come from abroad, 
and others from within your own society . Among the first , 
must be mentioned the grave economic crisis which is spread­
ing throughout the globe , and which has taken root especially 
in the less fortunate countries . The difficulties of the more 
developed countries have led them, in order to solve their 
problems , to measures which rendered even more critical the 
situation of the less prosperous ,  increasing and aggravating 
the problems of the latter. On repeated occasions , the Church 
has pleaded for the search for, and consolidation of, unity 
among peoples , for an international community in which 
nations would be respected in their identity and diversity , 
and helped with solidarity in the achievement of the common 
good . 

The social question has acquired the dimensions of the 
world, in which relations of justice and solidarity between 
rich and poor peoples constitute a priority . This is followed, 
in all its force,  by the urgency of an integral development of 
the whole Man and of all men, according to Populorum 
Progressio . Poor populations cannot pay intolerable social 
costs, sacrificing the right to development, which then eludes 
them, while other populations enjoy opulence . Dialogue 
among peoples is indispensable, to reach equitable agree­
ments in which not everything would be left subject to an 
economic policy unbreakably dependent on economic laws, 
without soul and moral criteria [emphasis added] . Herein 
lies the urgent need for international solidarity , which today 
is especially required for the problem of the external debt 
which overwhelms Latin America and other countries of the 
world . 

Another series of obstacles comes from society itself. 
Some are not entirely dependent on your good will , and will 
require time and effort in order to be overcome , such as the 
lack of economic infrastructure , the scarcity of means for 
financing advanced technologies ,  the weakness of the do­
mestic market. 

But there are also obstacles which come under the re­
sponsibility of citizens , and which can and should be cor­
rected as soon as possible . . . .  Among these factors , which 
render development difficult , are to be found violence, inse­
curity, smuggling , the unjust distribution of wealth, illicit 
economic activities and, furthermore, as has been pointed 
out, the massive export abroad of capital which is indispen­
sable inside the country [emphasis added] . 

One of the consequences of this accumulation of difficul­
ties is the phenomenon of unemployment, which touches the 
core of the social problem, because of the right to work and 
the emminent dignity of same, as I have expressed it . . .  in 
my encyclical Laborem Exercens . You are conscious of the 
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difficulties of a sane employment polidY in the present eco­
nomic circumstances,  but you also kri� that the creation of 
new jobs and an equitable salary is something in order to 
guarantee the future , and avoid existin� evils among unpro­
tected families in the national context. : 

Allow me, dear entrepreneurs , to ;give you a Christian 
and urgent message . Being Christian erltrepreneurs , you can­
not conceive of a business except as a community of people . 
Consequently , the center of reference pf your economic ac­
tivity must always be an interest in all numan beings . . . . 

We are witnessing , and not without regret , repeated as­
saults against peace , from the most varied forms of violence , 
whose extreme and nefarious expression is terrorism, which 
has its roots in political and economic factors which are 
aggravated by the ideological interference of foreign powers 
and , not a few times,  by the collapse Of fundamental moral 
values . . . .  

Colombia has made a generous effort to achieve peace in 
its territory and in brother countries .  I Continue placing all 
your efforts on obtaining and consolid.ting peace . . . .  

The task which is entrusted to you; is immense , and will 
be achieved only through a constant Imd prolonged effort . 
But, if the solution of material problems cannot be immedi­
ate , it is ,  however, possible to establish an order of priorities 
that would take into account the fact tliat Man is the subject, 
and not the object of economics and �olitics . You have the 
most important means necessary to ac�ieve these objectives . 
The greatest wealth , the best capital of It country is its people . 
And Colombia is a country rich in humanity and in Christi­
anity . 

And what greater motivation can I propose to you than to 
remember, in this respect , the doctrine contained in the pas­
toral Gaudium et Spes , of the Second Vatican Council, in its 
treatment of the dignity of the human person? The Council 
proposes Christ to us as the restorer ana prototype of our own 
dignity . He, Who is the image of the ! invisible God, is also 
the perfect Man Who returned to Adam's  descendants the 
divine resemblance deformed by origlnal sin . In Him, a hu­
man nature assumed and not absorbed, has also been raised 
in us to a dignity without equal . Chri�tian Man, made in the 
image of Christ, who is the first-born lunong many brothers , 
receives the gifts of the spirit (Gaudlum et Spes-Joy and 
Hope) . i 

Each time you meet a fellow citiZen who is poor or in 
need, if you look at him truly with th¢ eyes of the faith, you 
will see in him the image of God; yciu will see Christ; you 
will see a temple of the Holy Spirit, and you will realize that 
what you have done unto him you have done unto Christ 
Himself. Saint Matthew puts these wdrds in the mouth of the 
Lord: "Verily , verily I say unto you , whatsoever ye do unto 
the least of these My brethren, ye do .t also unto Me."  

I also shout this to you from here , you youth who perhaps 
have undertaken the road of the guerrilla or harbor sympathy 
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for it: Withdraw from the paths of hate and death, and convert 
to the cause of reconciliation and peace. 

Against the sects 
On July 4, Pope John Paull I gave the homily from which 

this is drawn, while speaking to Indians in Popayan.  
Popular piety ought to be the instrument of evangelization 

and of integral Christian liberation; of that liberation for 
which the peoples of Latin America thirst, conscious that 
only God fully frees one from slavery and from the signs of 
death present in our time. 

But we observe, on the other side , that a poorly conceived 
popular religiosity has its limits , and is exposed to the danger 
of deformation or deviations . In effect, if this piety is reduced 
solely to mere external manifestations , without reaching the 
depth of faith and the responsibilities of charity, it could favor 
the entrance of sects and, furthermore, lead to magic , fatal­
ism or oppression, with great accompanying dangers for that 
same ecclesiastical community. . . . 

Latin American integration 
On July 5, the Pope spoke at the Atanasio Dirardot stad­

ium in Medellin, before 40,000 leaders of the poor commu­
nities. 

In looking at the reality of many developing countries ,  in 
particular in Latin America, we see that in the complex of 
problems caused by poverty there exist not only conjunctural 
causes but also structural ones , related to the socio-economic 
and political organization of society. This is a factor which 
must be very much borne in mind. But behind these causes 
there is also the responsibility of men, who create structures 
and organize society. . . . 

I wish to launch another call for social justice; a call to 
the developed countries so that, while overcoming the sche­
mas of an economy oriented almost exclusively to the func­
tion of yielding up the most with a view to their benefit, they 
seek conjointly with the developing countries real and effec­
tive solutions to the grave problems which every day assume 
more worrisome proportions , and whose victims are every 
day weaker. 

Likewise, I wish to invite the countries of Latin America 
to bend themselves to the task of creating an authentic con­
tinental solidarity , which would contribute to finding paths 
of understanding in the grave issues which condition their 
own progress and development, in the context of the world 
economy and the international community. 

We must create a culture of Truth, 
of the Good, and of Beauty 

Pope John Paul II gave this speech July 6 at the Bolivar­
iana Pontifical University in Medellin, to a group of Catholic 
intellectuals . 

The Church needs culture, as culture needs the Church. I 
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have already said this , and I repeat it now to you, adding that 
the Church, in the choice aqd interchange of goods between 
faith and culture, thinks p�ferentially of the young, and 
expects from them, in tum, � preferential support. I am here 
thus to share with you soot thoughts on this fundamental 
reality , that of culture , in thlf life of men and peoples . 

Culture, in effect, ought to lead Man to his full realization 
in his transcendance over things; ought to keep him from 
dissolving himself in matetiaIism of any sort, and consum­
erism; or keep him from bejing destroyed by a science and 
technology at the service of greed and of the violence of 
oppressive powers , enemies lOf Man. It is necessary that men 
and women of culture be gifted not only with proven com­
petence, but also with a cldar and solid moral conscience, 
with which they will not hav� to subordinate their own action 
to the "seeming imperatives'! dominant today, but will rather 
serve Man with love , "Man !and his moral authority, which 
comes from the truth of his principles and the conformity of 
his acts with those principle�. . . . "  

Cultural identity i s  a dy�ic and critical concept: It i s  a 
process in which is re-createil , in the present moment, a past 
patrimony, and which projejcts itself towards the future so 
that it be assimilated by the *w generations . In this way, the 
identity and progress of a s04ial group is assured. 

Culture, a typically hUQlan requirement, is one of the 
fundamental elements whichiconstitutes the identity of a peo­
ple. Here they sink their ropts , their wish to be a people. 
Culture is the complete exp¢ssion of their vital reality, and 
encompasses it in its totality: !values , structures, persons . For 
this reason, the evangelizatiqn of culture is the most ratlical, 
global , and profound form �f evangelization of a p'�ple. 
There are typical values that �haracterize the Latin American 
culture, which are, among o�ers , the desire for change, the 
conscience of its own social jmd political dignity , the efforts 
for a community organizati�, above all in the popular sec­
tors , the growing interest arid respect for the originality of 
indigenous cultures, the ecqnomic potentiality to confront 
situations of extreme povert}\. . . . 

In addressing you . . . I IWish to launch a call for you to 
participate actively in the creation and defense of an authentic 
culture of truth, of good and! of beauty, of liberty and prog­
ress, which could contribute �o the dialogue between science 
and faith; a Christian CUltural , a local culture and a universal 
civilization. 

Culture presupposes and !demands an "integral vision of 
Man," understood in the to�ity of his moral and spiritual 
capacities , in the fullness of his vocation. Here is the root of 
the profound nexus , "the o�anic and constituent relation" 
which unites in itself the Chtistian faith and human culture: 
Faith offers the profound visipn of Man which culture needs; 
even more, only faith can ac¢ord culture its final and radical 
foundation. . . . 

But the connection betw¢n faith and culture acts also in 
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the opposite direction . Faith is not an ethereal reality external 
to history . which in an act of pure generosity offers its light 
to culture . while remaining indifferent to it. On the contrary . 
faith is lived in concrete reality . and it gains body in it and 
through it . "The synthesis between culture and faith is not 
only a demand of culture . but also of faith; a faith which does 
not make of itself a culture is a faith not fully grasped . not 
fully thought out , not faithfully lived ."  Faith engages man in 
the totality of his being and his aspirations . A faith which 
situates itself at the sidelines of humanity , and consequently 
of culture , would be a faith unfaithful to the fullness of what 
the Word of God manifests and reveals;  a decapitated faith; 
even more , a faith in the process of self-dissolution . Faith , 
even when it transcends culture , and by the very fact of 
transcending it and revealing the divine and eternal destiny 
of Man,  creates and generates culture . . . .  

Youth, you are the salt of the Earth, 
the light of the world 

The Pope delivered this homily July 2 to youth at the El 
Campin stadium in the Colombian capital of Bogota . 

Dear young people of Colombia: You are the salt of the 
Earth, you are the light of the world of this land Colombia, 
of this Latin American world to which you belong . . . .  In 
you there springs the renewal of the community of believers , 
and you represent the replacement for those who construct 
the temporal city . . . .  You are a privileged generation. With 
you, one millennium is coming to an end, and another is 
beginning: the third Christian millennium. Also in you there 
culminate 500 years of the evangelization of this New World 
that is Latin America, and there begins a renewed evangeliz­
ing effort that will project the Church of Jesus Christ towards 
the future precisely starting from you , the youth of this Con­
tinent of Hope . 

I know that many of you here present have grown up in 
situations with which you have not failed to express your 
disagreement. You are conscious of the problems of yourr 
country, and do not wish to resign yourselves in the face of 
conuption, injustice, and violence. You want a radical change, 
because you wish for a more hospitable society , in which all 
Colombians could share and enjoy the fruits which God cre­
ated for all , and not just for a few .  You desire peace and 
concord among all ,  in order to be able to confront the future 
with less anguish and greater certainty . You are the light in 
the midst of so many shadows ,  if you allow yourselves to be 
illumined by Christ, "the Light which illumines every man 
who comes into this world . . . . "  

You, dear youth, suffer because of  those conflicts . You 
are victims of those contradictory processes , and in any case 
sometimes feel confusion and bewilderment in the face of so 
much economic disequilibrium and so much social injustice 
. . .  in a country like yours , so rich in material and human 
resources . You yourselves are part of that store of re-
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sources . . . .  
But together with so many hopes nourished in you , you 

cannot ignore the strong temptations which lie in ambush for 
you on your path . There is the attracti!on that could be exer­
cised by easy enrichment, by paths Which are contrary to 
Christian law and morality, the temptation to escape which 
could lead to burying you in the alienation of drugs ,  alcohol­
ism , sex , and other lamentable vices . There are some who 
attempt to seduce you with certain attitudes of conformism, 
passive indifference, and skepticism, tearing out of your 
youth the most noble human and Christian ideals .  And there 
is no lack of those who proclaim, � a final and desperate 
solution , the armed violence of the gu�rrilla, in which a good 
number of your brothers have fallen, sometimes against their 
own will and other times disoriented by ideologies inspired 
in the principle of violence as the only remedy for social 
evils . 

These and other temptations are awaiting you . As Chris­
tians , you can and must pass the test . You know that you are 
the salt of this Earth, whose virtue cannot be taken away . 
You are the light which must shine , the city sitting atop the 
mountain . . . . . 

The Church has need of you. I � further: The Church 
has need of Latin America, already !at the doorstep of the 
third Christian millennium, in the imhlediate preparation of 
the fifth centennary of the evangelizaiion of America. I wish 
to express from Colombia the wish that, through beneficial 
interchange , you take to the universali Church the gifts of the 
varied, rich, and original Latin American cultures, in which 
Christianity has become embodied! in a profound man­
ner . . . .  

Drug traffic: the most fearsome 
form of slavery 

, 

The Pope spoke July 6, at the Sanctuary of Saint Peter 
Claver, in Cartagena . 

Among the inviolable rights of Man as a person , there is 
the right to a dignified existence in h�ony with his condi­
tion as an intelligent and free being . 1 . .  

Slavery . . . has been abolished iP all the world. But, at 
the same time , new and more subtle forms of slavery have 
arisen . . . .  Today, as in the 1 7th bentury . . .  greed for 
money seizes control of many people and converts them, 
through the drug traffic , into traffickdrs of the liberty of their 
brothers , whom they enslave with a $lavery more fearsome , 
at times, than that suffered by the blatk slaves . Slave traders 
kept their victims from exercising freedom. Drug traffickers 
lead their victims to the very destruc�on of the personality . 

As free men , whom Christ has called to l ive in liberty , 
we ought to fight decisively against this new form of slavery 
which subjugates so many in so m�ny parts of the world , 
especially among the youth , who must be warned at all costs , 
and aid the victims of drugs to free themselves . . . . 
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Modern Neville Chamberlains 
seek end to . U.S. defense 
by Nicholas F. Benton 

Secretary of Defense Caspar Weinberger, in what his press 
secretary termed the strongest speech in more than five years 
at his current post, invoked the name of this century's  most 
infamous dupe, Neville Chamberlain, to describe the actions 
of the U. S .  Congress in cutting the U. S .  defense budget in 
the face of the Soviet military buildup. He also used the word 
"sabotage . " 

Speaking to the annual meeting of the American Security 
Council in Washington on July 16 ,  Weinberger gave a sting­
ing critique of Congress's  plans to cut deeply from the Pres­
ident's  original $3 19  billion defense budget request for Fiscal 
Year 1987. With indications that the federal deficit projec­
tions will be much higher than predicted earlier this year, 
defense cuts are almost sure to go still deeper, as the com­
mitment to hit the Gramm-Rudman law's  deficit-reduction 
targets remains the top legislative priority, despite the Su­
preme Court's  recent ruling that the law is unconstitutional . 

"I use very plain language in discussing this budget pro­
posal because that is what is needed, and I am sorry if what 
is wanted by my critics is a pragmatic, conciliatory message," 
Weinberger said. "But I have a responsibility, too-the de­
fense of this nation."  Targeting the House Armed Services 
Committee, which is moving to take more than $35 billion 
out of the budget in marking up its authorization bill, Wein­
berger said their action ''threatens us with a strategy far more 
appropriate to a Neville Chamberlain. . . . It calls for a change 
in national security policy that would sabotage our strategy 
for the protection of American interests ."  Weinberger said 
the action is "not designed to meet any strategy at all . It 
reflects no priorities or order for defense. It is simply a bill 
designed to cost less," with disastrous results. 
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Reports are that the Soviets have formally set up a com­
mittee to evaluate the effect$ of projected cuts in the U. S .  
defense budget by the Congttss this year. Soviet strategy is 
now to play for time , and cultivate the illusion that they are 
open to negotiation , which fuels the arguments of those in 
Congress seeking to justify the massive defense cuts. This 
strategy motivated the sudden decision by the Soviets to meet 
with U . S .  officials to discus, issues related to nuclear test­
ing-something they have �fused to do for years. They 
announced July 16 that they: will now agree to discuss the 
verification provisions of the IThreshold Test Ban Treaty and 
the Peaceful Nuclear Explosipns Treaty. 

While the official White jHouse statement mewed, "We 
hope the Soviets will be prepared to join in a constructive 
dialogue," others had a diff�rent view. "The Soviets' aim 
now is to avoid a dramatic P�I Harbor," one congressman 
remarked at the American Se1::urity Council. With the Amer­
ican people deluded, and the Congress decimating the de­
fense budget, ''the Soviets 8I'4 content to achieving relentless 
progress through a long twiliiht struggle," he said. 

A bi-polar world order: 
The leadership of this natton' s Eastern Liberal Establish­

ment is indeed repeating the crime of Neville Chamberlain, 
who proclaimed "peace in out time" in 1938 as he gave Adolf 
Hitler the capability for laU4Ching World War n one year 
later. The appeasement-lIlinfied liberals are engaged in a 
"back channel" deal with the $oviets aimed at stripping U.S. 
and Western Alliance defen�s, and handing over virtually 
the entire Eurasian land massjand Africa to the Soviets. This 
is being dQne in the name of an arrangement known as the 
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"New Yalta," a bi-polar conception of a one-world order, 
achiev.ed by undennining the autonomy of nation-states, and 
giving rule over to the oligarchies of East and West. 

Fonner President Richard Nixon's extraordinary seven­
day trip to Moscow is part of this "back channel" negotiation. 
It involves offering U . S .  troop withdrawals from Europe, 
and the U . S .  Strategic Defense Initiative (SOl) as a "bargain­
ing chip" in strategic negotiations with the Soviets . 

Proof that the leading financier families of the Eastern 
Liberal Establishment are behind the "Neville Chamberlain" 
syndrome infecting Congress is found in the August Atlantic 
Monthly, where no fewer than 10 Eastern Establishment fig­
ures join a new appeal for the unilateral disarmament of the 
United States . Entitled, "Back From the Brink," the article 
calls for the U . S .  to kill the SOl program outright, scrap the 
MX missile and other strategic modernization programs, and 
join with its European allies to renounce any first use Qr even 
early second use of nuclear weapons, including the tactic8I 
neutron oomb, in the event of a Soviet invasion of Europe . 

This article was written jointly by the the following prom­
inent American bluebloods , under the auspices of something 
called "The Project on No First Use" supported by a grant 
from the Carnegie Corporation of New York: 

• McGeorge Bundy-the "chainnan" of the Eastern 
Liberal Establishment; fonner special assistant to Presidents 
Kennedy and Johnson for National Security Affairs; fonner 
president, the Ford Foundation. 

• Morton Halperin-director, Center for National Se­
curity Studies; fonner assistant secretary of defense . 

• George F. Kennan-fonner ambassador to the Soviet 
Union. 

• Robert S .  McNamara-former secretary of defense 
and president of the World Bank. 

• Gerard C .  Smith-fonner director, Anns Control and 
Disannament Agency and head of U . S .  SALT I delegation. 

• Paul C. Warnke-fonner director, Anns Control and 
Disannament Agency and head of U . S .  SALT II delegation; 
fonner assistant secretary of defense for international secu­
rity affairs. 

The names of William Kaufmann, Madalene O'Donnell, 
Leon Sigal, and Richard Ullman fill out the list . 

Bundy spearheaded a press conference in Washington 
D.C.  July 1 1  where the rationale of this group' s  unilateral­
disarmament argument was laid out. Repudiation of "first 
use," they argue , would ensure the Soviets that the West is 
serious about peace, and would involve not only eliminating 
tactical neutron weapons against the threat of Soviet conven­
tional forces, but also scrapping the MX , Trident, and SOL 

The MX would have to go, they argue, because, since it 
is not designed as a missile which can withstand a Soviet first 
strike, it is only useful as a first-strike weapon itself. The 
Trident submarine would also have to go, they insist, since 
its only effectiveness is its ability to hit Soviet missiles while 
still in their silos, thus making it a first-strike weapon. As for 
the SOl, the authors concur that it is ''technologically unfeas-
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ible ," but nonetheless destabilizing �ause it will "erode 
allied unity," cost billions of dollars , 4nd force the Soviets to 
build more missiles to overcome it (exactly the same argu-
ments used by the Soviets). . 

' 

Finally, they argue that "early secpnd strike" would also 
have to be renounced as a strategic pOlicy of the West. They 
advocate "enhancing stability" by "rt:quiring that the U.S.  
and its allies clearly identify the location , source and extent 
of any nuclear explosion before respopding. " 

i 
i 

Miscalculation 
Under questioning from EIR, BuPdy conceded that the 

fundamental premise of all these propdsals is that "the Soviets 
share our view that a nuclear war is unthinkable and impos­
sible to win," and, therefore , "since�ly share our.desire to 
seek out ways to avoid circumstail�es that might lead to 
nuclear conflict. "  This, of course , is �e essence of the "Ne­
ville Chamberlain" mentality that W�inbel"ger referred to. in 
his speech. . . . ; . . 

In one sense, Bundy and his frie$ds really believe this, 
despite overwhelming evidence to the contrary. They believe 
it as part of believing the Soviets will �old to their part of the 
bargain on the "New Yalta" deal . B¥t in another sense, of ·  
.course, Bundy & Co. are unwillin. to . confess tbat tJt�ir 
"back-channel" deals with the Soviets on these matters in­
volve abandoning the globe to irrev�rsible SQviet s�gic: 
domination · over the United States·, �ch . that they are fully 
conscious that they are engaged in w�at U.S .  law defines as 
treasonous activity. ' .. 

Bundy , in particular, is ps
. 
YChoJ.o. gically . iDcaP 

. . 
able. of 

standing up to a sustained challenge of his premises . He <1eals 
with circumstances that easily destallilize him ·by abruptly 
cutting off dialogue. To the shock ot the Washington press 
corps, that was his immediate resort Jwhen queried by EIR. 
Insisting on the "good will of the Soviets," he refused tQ 
provide any documentation to s� his group's assump- . 
tions against the Pentagon' s  evidence that the Soviets have 
been working on "Red Shield" direc&<!-eriergy strategic de­
fense technologies for 17  years, and tlearly operate with the 
strategic military policy that a nUcle� war can be fought and 
won. . 

He also refused to comment on tIt overwhelming Soviet 
conventional force advantage on the �orders of Western Eu­
rope, which would compel Europe; into virtual overnight 
surrender to the Soviets, were tactical nuclear weapons ruled 
out or U . S .  troops withdrawn from: the region, Under � 
pressure of the uncomfortable situati1>n created by EIR at the 
press conference, however, Bundy �sed, half to himself. 
that were the Soviets planning to doublecross his Eas.� 
Establishment friends in their devil'$  compact fodhe "New 
Yalta," then he would be very upset� indeed. "If, " he mum­
bled, "it became the case that the So�iets did adopt a nuclear 
war wirining policy, that of course vrould be very. very UP"' 
setting," he conceded.  -But then he �sured everyone that,. of 
course, that was ;'impossible, impoSSible . :' 

. . . 
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Lee Iacocca uses the Statue of 
Liberty to aim for the presidency 
by Stephen Pepper 

Five Democratic party activists tied to the discredited Carter 
administration and the Democratic National Committee have 
announced the organization of a political action committee 
to draft Lee Iacocca for President in 1988.  The chairman of 
the committee is State Rep. Richard Fitzpatrick of Battle 
Creek, Michigan, but the real mover is Greg Schneiders, a 
top aide to former President Carter who in 1984 joined the 
ill-fated John Glenn campaign. 

In its press statement, the Committee said, "We firmly 
believe that Lee Iacocca is the man of the hour for America. 
Few Americans in or out of politics have demonstrated the 
capacity for leadership, effectiveness, and inspiration that he 
has ." 

At least, that is what Iacocca's own publicity operation 
wants you to believe-and make no mistake, this draft com­
mittee is a carefully controlled trial by that machine. Then, 
there is the truth. 

"Lee Iacocca is the Jesse Jackson of Corporate America."  
This description, offered by someone who has observed the 
man at close quarters, refers to the myth on Chrysler Corp. 
chairman Iacocca churned out by one of the most active 
public relations operations in the world. According to its 
Iacocca legend, he is a street-wise , cigar-chomping, rugged 
individual , who has somehow succeeded in surviving the 
hostility of the corporate world, to come out on top, a fighter 
who has achieved the status of folk hero. 

In fact, Iacocca is a fast-talking hustler, who, backed by 
Robert McNamara , won over his competition at the Ford 
Motor Co. because he was prepared to do anything to increase 
the company's short-term balance sheet at the expense of its 
long-term viability. When Henry Ford n, who has rightly 
earned the title of the First Failure of American business, 
could stand it no longer, Iacocca was shifted to Chrysler, 
where he was part of the biggest bail-out in American finan­
cial history up to that time. There, he exceeded even his 
career at Ford as an asset-stripper (see EIR, Sept. 6, 1985) . 

However, recently Iacocca's career has a taken a new and 
decisive turn . In 1 98 1 ,  he engineered his appointment to head 
a special federal commission charged with the responsibility 
of coordinating aU private fundraising activities on behalf of 
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the approaching centennial of:the Statue of Liberty, the week 
of July 4, 1986, and the openi�g ofEllis Island in 1989. From 
the very beginning, Iacocca and his friends realized that this I 
commission could be a stepping stone to the presidency. With 
a ruthless single-mindedness lhat is Iacocca' s  only attribute, 
he muscled his way into confr1>1 of the entire fund-raising and 
promotional activity surroun�ing the most-hyped event of 
recent memory. . 

The story of the Statue of Liberty-Ellis Island Commis­
sion, and Iacocca's front gropp, the Statue of Liberty-Ellis 
Island Foundation, is a storY, of massive corrupt practices, 
extensive and obvious conftidts-of-interest, and the subordi­
nation of the entire project to ,the extraordinary ambitions of 
one man. 

Entwined with this is the. fact that the actual restoration I 
of the Statue, according to some professionals, is a botched 
job. The atmosphere of corruption and sensationalism which 
Iacocca introduced, contribu� to incompetent decisions in 
the area of conservation. Foriexample: a brand new torch to 
be covered by gold-leaf, whic� not only changes significantly 
the appearance of the mon�ent, but uses a material that 
scratches very easily. 

Buried under these storie, is the history and importance 
of the original monument, whose name, Liberty Enlightening 
the World, expresses the republican spirit in which it was 
conceived. It is this precious 

heritage which is well on the 
way to being lost forever. 

Conflict of interest 
From the very beginning, Iacocca built an independent 

political machine on the basi� of the fundraising for the cen­
tennials . It now consists of a fund in excess of $250 million, 
with a target that he himself �as set at $400 million, a fund­
raising list of 25 million nlUlles , and a hyperactive PR and 
advertising apparat devoted tq the selling of Lee Iacocca. No 
political party or private politiical action committee even be­
gins to approach this operation, including the religious right, 
the trade-unions , etc . 

lacocca has ridden rough!dlod over all opposition thrown 
up against him, including the jParks Department, the Interior 
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Department, committees of Congress , the General Account­
ing Office, and the President of the United States . No amount 
of muckraking reportage on his fundraising , the misuses of 
the money, the commercialization of the affair, or his own 
self-aggrandizement is going to stop him now. The only thing 
that will do that is an in-depth investigation of potential 
criminal charges arising from his blatant conflict-of-interest 
activities . 

Toward the end of 198 1 ,  an executive of the Parks Service 
was asked to organize an umbrella group on behalf of the 
federal government to bring to bear private funds on two 
major projects: the restoration of the Statue of Liberty by 
1986, and of Ellis Island by 1989. This commission was 
formed in the spring of 1982. From several sources ,  lacocca' s 
name was suggested "because he was eager for the job," and 
he was appointed . 

But unbeknownst to officials in the government, lacocca 
was the power behind a separate , private foundation called 
the Statue of Liberty and Ellis Island Foundation, a name 
designed to create maximum confusion with the official or­
ganization. The foundation was the brainchild of Richard 
Rovsek, lacocca's top PR man. About the time that lacocca 
got his hands on the federal commission, Rovsek was hired 
by the Foundation at $60,000 a month. The head of the 
foundation was one John Morrissey , who was an executive 
of Kenyon and Eckhardt, a Manhattan advertising firm used 
by lacocca. Finally , John Burgee, the partner of Philip John­
son in their architectural firm, and an executive of the foun­
dation , was immediately hired by lacocca to head up the 
committee of the commission to review plans for Ellis Island. 

During the entire course of their activity with the com­
mission, lacocca and Burgee have pursued their plan for Ellis 
Island, which mainly consisted of turning the place into an 
Atlantic City sans casinos by tearing down at least half of the 
surviving buildings and replacing them with hotels and false­
front fast-food stands . 

lacocca's plans for the commercialization of Ellis Island 
preceded his involvement with the commission. He had first 

' wanted to put in a plan to develop hotels ,  but had failed to 
submit his bid in time . He has even put it out-and the New 
York Times has dutifully reported-that he has offered to buy 
Ellis Island, a clear impossibility . But he does act as if he 
owns the island. 

lacocca had taken over the commission by the end of 
1982, by the simple expedient of having his own people in 
key places,  and thereby transferred effective decision making 
to the private foundation, rubber stamping its decisions 
through the official commission. He ignored the existence of 
a highly qualified group acting as a temporary advisory board 
on the Ellis Island project, and instead appointed Burgee, 
then heading the foundation, to head a new committee to 
resolve plans for the Island. This conflict of interest came to 
a head in a stormy meeting in June 1983 , when lacocca 
stomped out of the commission meeting during a presentation 
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of the director of the Parks Service, the federal representative 
to the commission . He turned to someone present and shout­
ed, "I don't want to hear anything more about this Parks 
Service sh*t . . . .  " Burgee in tum threatened this same in­
dividual , "Son, you' ll never practise architecture again. "  

This gives a pretty fair idea o f  lacocca's style . he works 
on the principle, "Every man has his price, and those who 
can't be bought, can be intimidated . .  ' . .  " It is widely reput­
ed that he had bought an official high up in the Interior 
Department who prevented any actioQ against him until very 
late in the day . It wasn't until February 1986 that Secretary 
Hodel decided that he had to move against lacocca, and then, 
only because lacocca, unbelievably,  1Was using conflict-of­
interest charges to remove the few individuals left represent­
ing the Secretary and the federal government in the commis­
sion . Hodel asked for lacocca's  resignation from the com­
mission . However, the initiative was left in lacocca's hands , 
who then held a press conference to embarrass the President 
of the United States. 

In 1 985 , Rep. Bruce Vento's  (DI1L-Minn. )  subcommit­
tee of the Interior Committee on Nati<!mal Parks and Recrea­
tion called on the General Accounting Office to audit the 
lacocca foundation's  books . Several months later, Vento 
announced just before the close of theihearings that the GAO 
had found nothing out of order in the audit. But the following 
day at the final public hearing , the GAO representative stated 
that no audit was ever performed!  

Likewise on  the charge of conflict of  interest, the GAO 
stated that the foundation itself had simply submitted a report 
denying any such conflict, and that thi$ had satisfied the GAO 
on this point. There has not been a word from Vento or the 
subcommittee members . They have been described as "cow­
ering in their boots . "  

One close observer when called to testify before th e  GAO 
investigation team brought up the issue of lacocca' s use of 
the foundation as a base to run for political office. The chief 
of the investigation, Vince GrimaldoJ replied, "What of it? I 
intend to be the first man to vote for him."  

lacocca got rid of  the original French-American group 
engaged by the Parks Service to deVelop the restoration of 
the Statue, giving them a payoff of some $4 million, at least 
$500,000 of which could not be accounted for, despite the 
fact that an audit team headed by George White, architect of 
the Capitol , went over to examine the French team's in­
voices. It was concluded that lacocca �ad authorized a payoff 
of $500,000 to the chief of the French organization,  Valery 
Radot. Following the investigation, I.cocca complained that 
the Frenchmen were taking payoffs . :  Then, $3 million was 
spent to ship the new torch to Los �geles (and back) so it 
could be used in the Rose Bowl Parade, of which lacocca 
was marshal . The contract went in Wrt to the father-in-law 
of lacocca's  biographer, William Novack. Of the money 
raised so far, exactly $3 1 million has gbne toward restoration, 
and at least $60 million to the expenses of the foundation . 
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Dope in high places : 
Sen. Pat Moynihan 

by Kathleen KlenetskY 

Sen. Daniel Patrick Moynihan has recently adopted a very 
tough anti-LaRouche position, and a very tough anti-drug 
position. On the LaRouche issue , we suppose, his fear and 
hatred are sincere enough. On the drug issue , however, things 
aren't so clear. 

Moynihan's anti-drug posture on closer inspection proves 
to be an anti-Third World posture. He doesn't attack drugs , 
but the nation of origin of the drugs. He doesn't attack the 
drug mafia; he attacks the Third World governments battling 
the drug mafia, as if these were responsible for the suprana­
tional drug mafia. 

It's  a neat trick, and strengthens the supranational drug 
mafia against national governments . 

At the same time, the senior senator from New York is 
running a special smear campaign against Democratic presi­
dential contender Lyndon LaRouche, and has managed to 
become one of the most wild-eyed "LaRouche baiters" on 
the national political scene. LaRouche, of course , is known 
internationally as one of the most effective opponents of the 
drug mafia. 

There seems to be a pattern here. 
It turns out that Daniel Patrick Moynihan, protege of 

Averell Harriman (Stalin's  friend), former Moynihan, pro­
tege of Averell Harriman (Stalin' s  friend) , former ambassa­
dor to India, and famous for "benign neglect" of all that is 
evil in America and the world, has been a loud supporter of 
legalizing drug traffic since before he entered the Senate. 

"I am concerned," he said during his 1976 campaign, 
"that the prejudicial treatment of marijuana offenders in the 
absence of clearly harmful effects has created insuperable 
practical problems of law enforcement and has seriously 
harmed the standing of our law enforcement agencies in the 
eyes of the public . My position is that I support the decrimin­
alization of marijuana offenses . I would, if elected to the 
Senate, lend the prestige and support of my office toward that 
end."  He then attacked "unscrupulous dealers" who might be 
watering down the product! 

Sure enough, in the legislative sphere, Moynihan became 
a loud supporter of mass legal drug consumption. In 1 979, 
he was one of the main sponsors of a radical marijuana "de­
criminalization" bill . When that measure was defeated, he 
threw his support behind Sen . Ted Kennedy's  omnibus Crim-
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inal Code Reform Bill , whiJh would have removed federal 
criminal penalties for marijujma possession . 

These pot bills were key elements of the drug lobby's  
first efforts to remove criminal penalties from all illegal drugs. 
Fortunately, both were defeated. 

Moynihan's patrons 
It turns out that Moyniharl' s supporters have a lot of drug­

trafficking connections. He is a client of the New York law 
firm of Willkie , Farr, Gallagher. The firm sits at the top of 
Dope, Inc . 

One partner is Kenneth Bialkin , until recently national 
chairman of organized crime's Anti-Defamation League. Bi­
alkin has · been the attorney and business partner of Robert 
Vesco, now living in Castro'$ Cuba, and the heir apparent to 
the late Meyer Lansky. Vescb is the actual kingpin of South 
American cocaine traffic . For example: "I am nothing com­
pared to Vesco," said Carlos Lehder Rivas , Colombia's big­
gest drug-runner! 

Willkie , Farr, Gallagher has had other clients besides 
Moynhian and Vesco: First Boston, the money-laundering 
firm; Rapid American Corpqration , owned by Israeli mafia 
figure Meshulam Riklis ;  and Shearson Lehmani American 
Express, whose Philadelphia branch was recently indicted 
for money-laundering . 

Moynihan in part owes qis political success to Willkie, 
Farr, Gallagher's  financial ani:f political backing, and to Ken­
neth Bialkin personally . FEe records document that Moyni­
han received thousands of dbllars in contributions from at 
least 1 1  members of the firrb for his 1982 reelection cam­
paign, including Kenneth Bi�lkin and his wife .  

In  fact, Charles Straub, a :senior partner of Willkie, Farr, 
Gallagher, was Moynihan' s  1982 campaign chairman. 

Does Moynihan use drugs? 
We don't  know for sure, but two people close to Moyni­

han have been involved in dnIg scandals in recent years . 
One was Abbie Hoffman, the former "Yippie" proto­

terrorist. After being indicted as a cocaine dealer in the early 
1 970s, Hoffman went underground and became "Barry 
Freed," a radical environmentalist in New York State . Moy­
nihan befriended and brought him to Washington to testify 
before a Senate committee. When Hoffman finally turned 
himself in and was convicted on the cocaine charges ,  Moy­
nihan called for him to be pardoned. 

A similar case involved Bric Breindel , a young Harvard 
graduate whom Moynihan hired as an aide on the Senate 
Intelligence Committee witIi top-level security clearance. 
Earlier, Breindel had writtenl an article for the New Leader 

slandering LaRouche as an �'American fascist ." The same 
Breindel was arrested in May 1 1 983 for heroin possession and 
conspiracy to violate drug laws. 

Does Moynihan use drugs? Probably not, said one Wash­
ington observer: "He's never: sober long enough to stick the 
needle in ."  
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Will Mexican border 
be militarized? 

by D.E. Pettingell 
Drugs, foreign debt, and immigration will be the main issues 
discussed between Mexican President Miguel de la Madrid 
and President Ronald Reagan when they meet in Washing­
ton, D.C.  on Aug. 1 3 .  The official announcement of the one­
day encounter was made simultaneously in Washington and 
Mexico City July 7 .  

Those who favor good relations between the two nations 
welcomed the news. Recent developments on this side of the 
border have brought U . S . -Mexican relations to their worst 
point in recent history . 

Just as the announcement was reaching the world , news­
papers on both sides of the border were reporting the latest in 
a series of incidents unfavorable to bilateral relations . Mex­
ican citizens had an unpleasant encounter with a U . S .  par­
amilitary fascist group claiming to be fighting drugs and 
illegal immigration along the border. 

On July 5 ,  the armed "anti-communist" gang known as 
Civilian Materiel Assistance (CMA) detained a Mexican 
family-including women and children-at gunpoint for two 
hours , three miles north of the Mexican border in Arizona. 
The Alabama-based group's  members wore camouflaged 
uniforms and carried assault rifles and M- 16s, according to 
press accounts . They both fired their weapons to "scare" the 
Mexicans , according to witnesses, and violated the law by 
crossing into Mexican territory . When Border Patrol officials 
finally arrived, the 1 5  Mexicans were allowed to return to 
Mexico. The CMA thugs were not detained, but only given 
a "warning."  

U .S .  Customs Service Assistant Commissioner for En­
forcement William Rosenblatt told this writer that any Amer­
ican citizen has the right to conduct a "civil arrest" -in effect 
justifying CMA's behavior. 

It seems like a small incident, but the U .  S .  Eastern Estab­
lishment would like nothing more than to tum the Mexican 
border area into a zone of war, in service of a "New Yalta" 
plan to shift U . S .  troops out of Western Europe and into the 
Western Hemisphere. Violence on the border would provide 
the perfect justification to pull American troops out of West 
Germany, giving the Russians a free hand in Europe . 

Iron curtain 
"Our allies will protest if we withdraw forces even tem­

porarily from their defense and force them to defend them­
selves," wrote Rear-Admiral William Mack, USN (ret. )  in a 
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widely circulated blue-print for desertling Europe, entitled, 
"Let Us Close Our Back Door." It was first printed in April 
1985 in Shipmate magazine. 

"Let them all object. The ability to close our back door 
. . . is the key to our future national security [emphasis in 
original] . "  Mack, the current head of the U . S .  Naval Acad­
emy Alumni Association and former commander of the 1 st 
Fleet, went on to propose an Iron Curtain along the Rio 
Grande, what he called a "continuous �er" along the 2,000 
mile border, complete with watch-towers every two miles , 
searchlights , personnel movement seQsors-and of course, 
1 20,000 troops, who would have to coline back from Europe. 

The good admiral never mentions deals with the Kremlin, 
of course. He told a caller: "It is all a qpestion of resources ."  
In  1984, the idea was seen as  "political dynamite ."  But now, 
"the administration has come to reali�e that that's  wh�t we 
are required to do."  : 

CMA is not the only racist gang of puts whose strings are 
now being pulled by the liberal Establishment on behalf of I 
Soviet designs on Europe . The so-called Liberty Lobby has 
also been thrust into the anti-Mexico campaign. In July , this 
group sent out 100,000 copies of a "fuqd-raising" letter titled 
" 100 Million Refugees Will Affect Y;our Life . "  (Mexico's  
population is only 80 million. )  

The letter, signed by  the group's  ,ITask Force on  Immi­
gration Control," asks: "00 you know that between 60 and 
80 percent of the babies born each year in Los Angeles belong 
to illegals? and that Florida spends ovet $500 million per year 
for illegals' health care alone?" 

The Liberty Lobby echoes Mack's idea of militarizing 
the border. "Sen . Pete Wilson (R-Cal'f. ) suggests putting a 
Marine every 1 5  or 20 ft. along the border. We say , YES 
[capital letters in original] , use the Maqnes-and the Army­
to protect our border while we still �ave a country. That 
would be much better for the country than having our armed 
forces everywhere in the world-protecting everyone else 
but Americans . " I 

The group's newspaper, Spotlight, features a special eight­
page pull-out titled "America is Being Invaded."  "DANGER; 
American Border Open to Terrorists; National Security Con­
cern; Aliens Take Bite of Your Tax Dollars; lllegals Threaten 
Your Way of Life; Jail them in Mexico," are some of the 
headlines . 

. 

In its July 7 issue, Spotlight pUblisbed an editorial asking 
Americans: "How is it possible that 'our Army' " is used to 
"guard the borders of 41  countries scatttred around the globe," 
but not our own? 

In short, bring the troops back frdm Europe-just what 
Mikhail Gorbachov ordered. 

The Los Angeles County Board of Supervisors recently 
passed a resolution asking President Reagan to dispatch ttoops 
to the border, and on July 9 ,  Count de Borchgrave's  Wash­
ington Times editorialized: ''The vast btajority of Americans 
want the border shut. . . . It would take an Army the size of 
China. "  

I 
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Public Health Policy 

British expert backs 
Calif. AIDS measure 

John Seale, M.D. , F.R.C.P. , F.R .S .M. , the noted British 
venereologist, gave a fonnal statement of endorsement for 
the AIDS ballot initiative in California to EIR on July 1 7 .  
The measure (see EIR, July 1 8 , 1 986, pp. 30-37) was placed 
on the November state ballot after nearly 700,000 signatures 
were gathered on petitions calling for declaring AIDS a com­
municable disease , subject to existing public health laws. It 
has polarized the political life of the state . The so-called gay 
lobby violently opposes this initiative as an alleged threat to 
their lifestyle. 

The California ballot initiative has received the endorse­
ment of the EIR Biological Holocaust Task Force , which has 
published two special reports over the past year ("Economic 
Breakdown and the Threat of Global Pandemics" in July 1 985 
and "An Emergency War Plan to Fight AIDS and Other 
Pandemics" in February 1 986) . The EIR group's publications 
contain the only proposal for a global effort to wage war on 
the disease, and are coherent with the approach of the Cali­
fornia AIDS initiative. 

Dr. Seale's  statement of endorsement follows: 
"I wish to express my strong support for the Initiative in 

the state of California to mandate that nonnal public health 
measures be applied to persons infected with the AIDS virus . 

"I speak in the capacity of a physician whose practice is 
in London, who has specialized in the diagnosis, treatment, 
and prevention of sexually transmitted disease for the last 25 
years , and who has taught medicine at the University of 
London. 

"The AIDS virus is the first, entirely new, highly lethal 
virus to spread as an epidemic throughout mankind, since the 
origins of modem medicine over a century ago. The infection 
with the AIDS virus is now known to be more deadly to 
people today than infection with either smallpox or yellow 
fever viruses were to their grandparents, and far more deadly 
than infections with the bacteria causing tuberculosis , chol­
era , typhoid, or syphilis . 

"The unique danger of the AIDS virus to our civilization 
is that all people infected with it remain well , but are poten-
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tially infectious to others for �everal years before the illness 
develops . Once illness superjvenes, there is a slow deterio­
ration to death. These are the �haracteristic features of a slow 
virus disease. 

' 

"Modem scientists and rr¥xiern doctors have had no pre­
vious experience of combatting the epidemic spread of a slow 
virus disease amongst human •. Nor have they any experience 
of treating people infected with viruses similar to the AIDS 
virus . At present, all the tecb.nological wizardry of modem 
science is useless in producing a vaccine to prevent infection 
or a medicine to cure it . Every competent scientist who has 
studied the virus and the diSfase it causes privately admits 
that there will be no widely a,vailable vaccine or cure before 
the year 2000 at the earliest. : 

PrevaiIing view is wrOlig 
"The prevailing view that AIDS is only a disease which 

affects homosexuals, drug a?dicts , prostitutes ,  and people 
who are sexually promiscuo,*s, is a grotesque misrepresen­
tation of the facts . The AIDS virus is transmitted with dev­
astating efficiency by people Whose sexual pleasures include 
repeated contact with the lower intestinal tract of numerous 
other people and by those wh1> inject themselves with drugs . 
However, once thousands of Jle<>ple are infected by indulging 
in these extraordinary activiqes, it is inevitable that a virus 
which persists for years in thejblood, saliva, and other bodily 
secretions of those infected" will also be transmitted with 
increasing frequency in the fllJIlily, the school , and the hos­
pital , unless steps are taken tq stop it . 

"The only means wherebf the spread of the AIDS virus 
can be halted is by identifying those who are carrying the 
virus and by society's  using wfatever powers are appropriate 
to ensure that they (those infefted persons) transmit the virus 
to no other person. This will �uire a national effort through­
out the world by all gove�ents and by all people , of a 
magnitude and cost compara�le to waging a prolonged war 
of survival against a powerful , skillful , and devious enemy. 
There will be no easy victoriej;, no glory, and terrible suffer­
ing. But there is no alternative . 

"It is truly remarkable tha� so many scientists and doctors 
who have studied the virus �d the disease in depth have 
lacked the courage to spell 0*, in simple language, to poli­
ticians and people, the catastrophe which so clearly threatens 
to overwhelm mankind. The Iqindest response is to remember 
the universal disinclination o� all of us to think and speak the 
unthinkable . 

"This Initiative, which has been put forward by the citi­
zens of California, and which is so shocking in that it has to 
be put forward at all , will , if it receives an overwhelming 
vote in its favor, galvanize lellders of your state and of your 
country to act wisely but firmly. In so doing, it will undoubt­
edly persuade other people and their governments also to act. 
If Californians make the right decision, not only will all 
Americans come to praise th�m, but so will the rest of the 
world ."  
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Eye on Washington by Nicholas F. Benton 

Will Robert Michel 
run for President? 
Sensitive ears at the annual meeting of 
the American Security Council here 
July 16 picked up a lot of quiet talk 
about House Minority Leader Robert 
Michel (R-Ill . )  and his credentials as 
a Republican presidential contender. 

There is a grave concern over 
George Bush's ability to succeed Rea­
gan among all Republican circles , and 
"Reaganites," especially, are explor­
ing stalking horses or alternatives, such 
as retiring Sen. Paul Laxalt (R-Nev . ) ,  
a close friend of the President . How­
ever, Laxalt, from one of the most 
sparsely populated states , has no real 
constituency of his own, and his busi­
ness ties to casino operations in Ne­
vada present an overwhelming obsta­
cle . Most importantly, he is barely 
more personally appealing than Bush. 
This "personal" quality, for better or 
worse, is what many "insiders" feel is 
the key to Reagan's  popularity . 

Michel is from Peoria, Illinois ,  the 
middle of Middle America (his district 
includes Sangamon County, where 
Abe Lincoln got his start) . As the pop­
ular leader of Republicans in the 
House, he comes across as old fash­
ioned, unpretentious , and a colorful 
orator (because of the rich baritone 
resonances of his voice-which he of­
ten uses to sing the National Anthem 
at public events) . 

In short, the 63-year-old lawmak­
er has certain personal qualities not 
unlike the President. What are his pol­
icies? Would he make a good Presi­
dent in a time of dire crisis? In the 
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world of "perceptions ," the way the 
"regular" think, such realities don't 
enter in . You can say you read it  here 
first . 

Revelations on how 
the KGB runs Congress 
In an autobiographical account of the 
alcoholic and compulsively homosex­
ual behavior that ruined the career of 
former Rep. Robert Bauman (R-Md.) ,  
appearing as the cover story in the July 
issue of The Washingtonian maga­
zine, the former head of the American 
Conservative Union tells enough about 
the seamy side of Washington offi­
cialdom to explain how blackmail by ' 
the KGB , FBI, or other "vested inter­
ests" determines what goes on here. 

He alludes to three areas: 
• Page boys. As a page boy him­

self in the early 1 950s , Bauman was 
boarded at a house run by the mother 
of a man who openly ran a male broth­
el on Capitol Hill . The mother was 
aware of her son's  activity, as were 
local police, and Bauman was encour­
aged by other page boys to frequent 
the brothel .  That was at the time, Bau­
man says , when "not-so-quiet rumors 
were spread about Sen. Joe McCarthy 
of Wisconsin and his staff members . "  

In another case, Rep. Gerry Studds 
(D-Mass . )  confessed to an affair with 
a page boy in the 1 970s , as part of a 
massive scandal involving a network 
of page boys that broke in the early 
1980s, and was covered up. 

• Organized prostitution rings . 
According to Bauman, he was ex­
posed in 1980 as the result of a task­
force operation organized in 1978 in­
volving the FBI, Secret Service, U . S .  
Attorney's staff, and D.C. police vice, 
sex , juvenile , and prostitution units . 

This operation was going after 
"organized rings of imported male 
prostitutes" that were brought into 
Washington. According to Bauman, 

"The names of prominent government 
officials appeared in the stories the 
young men [prostitutes] were telling 
police." Besides bhnself, Bauman says 
nine other members of the House and 
Senate were nam¢d, plus "high offi­
cials of the federiU government, the 
D.C .  government� aides to the White 
House staff of Jimmy Carter, as well 
as many well kn�wn in Washington 
military, businesk and professional 
circles . "  

Bauman describes how he himself 
was snared by the probe, but mentions 
nothing about what became of the in­
vestigations of thd task force, overall .  

• The full cloSets . Besides Studds, 
who was re-elected despite his admis­
sions, and "anothdr Congressman who 
appears at Washington' s  annual Gay 
Pride Day in a tank top with his usual 
young companio� ," Bauman claims 
there are many mdre "gay members of 
Congress who chdose to be more clos­
eted, but their names are known to 
many in and out ot gay circles , includ­
ing the media, w�ich have their own 
homosexual contiftgent. " 

In fact ,  Ba�an reveals, "The 
closets of Washi�on are full of gay 
Republicans and ! gay conservatives. 
Many of them setve in high Reagan­
administration �sts , some in the 
White House. Th�y serve in Congress 
and populate the �ircles of power in 
law firms, public-relations firms, lob­
bying groups , p<)litical-action com­
mittees, conserv.tive organizations , 
and the Republica$ Party. Their names 
appear on the Whfte House guest list, 
and feature articles are written about 
them in the Was�ington Post' s Style 
and Business sections . "  

What all o f  �s reveals i s  a mas­
sive national secUrity vulnerability . 
The fact that it continues while being 
known well enough for Bauman to 
write about it so candidly, without 
anything being done to clean it up, is 
perhaps the biggest scandal of all . 
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Congressional Closeup by Kathleen Klenetsky 

A scnimble in the wake 
of <;ramm-Rudman ruling 
The Supreme Court's declaration that 
a key part of the Gramm-Rudman act, 
the automatic trigger mechanism, is 
Unconstitutional, has spurred Con­
gress into new heights of lUnacy · on 
economic policy. 

Rather than drop the silly idea of 
"balancing the budget," and . instead 
attack the problem of the.econoxny by 
going to the source-lack of produc­
tive investment-Congress instead is 
scrambling to gerry rig new mecha­
nisms for slashing a deficit gone out 
of control. 

On July 17 ,  Congress certified its 
irresponsibility in the economic arena 
by overWhelmingly ratifying $1 1 . 7 
billion in spending cuts made via 
Gramm-Rudman's automatic trigger 
in March. These were also ruled un­
cOnstitutional by the Court. 

Meantime, Gramm-Rudman's  
principal . sponsors-Sens. Phil 
Gramm (R-Tex.), Warren Rudman (R­
N.H.) and Ernest Hollings (D-S .C.)­
have proposed new legislation that 
would repeal Congress' powers to dis­
miss the head of the General Account­
ing Office, putting that agency in the 
category of major independent regu­
latory commissions . 

The move is designed to deal with 
the Supreme Court's major objection, 
namely, that the GAO is an agency of 
Congress, and therefore the provision 
within Gramm-Rudman allowing the 
GAO's director, the controller-gen­
eral, to dictate across-the-board budg­
et cuts to the President, violates the 
constitutional separation of executive 
and legislative powers. 

But the proposal has generated lit­
tle support. The current controller 
general , Charles A. Bowsher, has is-
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sued a statement strongly opposing the 
idea, on the grounds that the GAO 
"should remain the congressional 
watchdog ano r.ontinue its indepen­
dent and objective audits . . . . " 
Congressional leaders, including 
House Speaker Tip O'Neill (D-Mass.), 
have also rejected the proposal as an 
infringement on congressional pow­
ers. 

. Senate readies tough 
South Africa sanctions 
The U.S .  Senate is preparing to im­
pose tough economic sanctions against 
South Africa, amid growing indica­
tions that the Reagan administration 
may be inching away from its current 
no-sanctions stance. 

Senate leaders say enough support 
exists within the chamber to pass some 
form of sanctions. Senate Foreign Re­
lations Coxnmittee chairman Sen. 
Richard Lugar (R-Ind.) ,  considered a 
bellwether on the issue, declared July 
1 5 ,  "A large majority of the Senate 
would like to take some action on 
South Africa. They'd like to cast a 
vote to indicate their unhappiness ."  

Sen. John Heinz (R-Penn.)  con­
curred: A sanctions bill "will have all 
the votes it needs."  

Congressional sources report a 
strong possibility the Senate may vote 
up a bill as harsh as that adopted by 
the House last month, mandating total 
U.S. disinvestment and a complete ban 
on trade. 

The Senate began its deliberations 
on the issue with Banking Committee 
hearings July 1 5 .  Key witness Sen. 
Ted Kennedy (D-Mass .) ,  co-author of 
two of the four sanctions bills under 
Senate consideration, told the com­
mittee that isolating South Africa eco­
nomically offered the "last chance" of 

avoiding civil war and eliminating 
apartheid. 

"I deeply regret that Congress did 
not act last year," Kennedy told the 
committee. "We cannot let another 
year go by. The policy of the admin­
istratiCi)n is a disgrace and an embar­
rassment. The Congress must act now 
to put. the United States back on the 
right aide of history. . . . · The United . 
States lof America has become the last 
best friend of apartheid." 

The Senate push for sanctiollS co­
incides with an administration review 
of its South African policy, and is ex­
pected to bolster those in the admin­
istration who want Reagan to take a 
tougher line with Pretoria. 

Reagan is being urged by some 
advise!fS and key members of Con­
gress tb make a major address on U.S.  
policyl before July 23 , the date Secre­
tary of State George Shultz is sched­
uled to testify on South Africa before 
Lugarls committee . 

Should the United States take pu­
nitive :economic actions against Pre­
toria, its urged by Kennedy et al . ,  it 
will be shooting itself in the foot. As 
the New York Times gloated July 1 5 ,  
were lIhe West to cut off trade with 
South 'Africa, the West' s  only alter­
native . source of vital strategic min­
erals would be the Soviet Union. 

Co�gressman threatens 
to lUldermine war on drugs 
On the same day that U.S .  military 
forceSi were assisting the Bolivian 
government in what promised to be an 
historic crackdown on that country's 
cocaine industry, U.S .  Rep. Larry 
Smith, (D-Fla.)  was threatening to cut 
off alt aid to Peru and Colombia and 
to terminate a U .S . -Mexican drug-
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eradication program, if these coun­
tries failed to eradicate their drug ex­
ports. 

Smith, apparently oblivious to the 
fact that Peru and Colombia have also 
asked for American military assis­
tance, made his threats at July 17 hear-

. ings-sponsored by the House Commit:. 
tee on Foreign Affairs's Task Force 
on International Narcotic - Control,. 
which he chairs. 

Smith said the Congress could re­
fuSe to okay the additional $2 million 
fOr the U.S-Mexican program that the 
State Department has requested. He 
also bragged that Bolivia had turned 
to the United States for military assis- _ 

tance only after the United States had 
threatened to terminate aid to that 
country last month, pursuant to an 
amendment Smith added to last year's 
foreign assistance act. 

Smith's claim ftew in the face of 
statements made by Bolivia's  ambas­
sador to the United States on ABC­
TV's "Nightline" the night before. 
Fernando DIanes denied there was any 
relationships at all between the threat­
ened cut-off and the Bolivian govern­
ment's decision to invite U.S .  forces 
in. DIanes stressed that the operation 
was planned months before, in April , 
and "does not have anything to do with 
the latest action from Congress ."  

The Smith hearings provided a 
forum for the most rabid fulminations 
imaginable against key lbero-Ameri­
can governments, especially Mexico. 
James Millis, author of a widely-pub­
licized (and palpably fraudulent) book 
on drugs, accused Mexico's  President 
and attorney-general of covering up 
the murder ofU . S .  Drug Enforcement 
Administration agent Enrico Camar­
ena in Mexico two years ago. 

"If all of the facts on the Camarena 
murder become known, the govern-
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ment of Mexico would collapse," Mil­
lis asserted. He read from a 1983 
"classified" government report, 
claiming that 75% of the total export 
earnings of Mexico and Colombia 
"probably" come from drug traffick­
ing. 

The author pleased S.mith no end 
by declaring that the export of illegal 
drugl! t!:tthe United Sta�s is a hostile 
act, and that President Reagan should 
declare war on Mexico, Colombia, 
Peru; and Boliva-not the drug ma­
fia, but the countries! 

''Our President should stop telling 
people that the drug problem in the 
U . S .  is a domestic one, that we can 
stop drugs at the border," said Millis . 
"There has been a war on drugs in 
every administration since Nixon. This 
is not an effective war. The President 
has to say: 'We tried stopping drugs 
on the border. It has not worked. '  He 
has to be honest and say the following 
countries are truly and simply in the 
drug business: Colombia manufac­
tures 80% of the cocaine of the United 
States; Peru and Bolivia grow together 
over 95% of the coca; Mexico is the 
major exporter to the United States of 
marijuana, heroin . . . .  These are 
hostile acts . We are in effect in war 
with these countries . " 

N ODD spearheads assault 
on strategic defense program 
Senator Sam Nunn has taken over the 
leadership of the anti-SOl gaggle in 
the Senate. The supposedly pro-de­
fense Georgia Democrat, ranking mi­
nority member of the Senate Armed 
Services Committee, has launched a 
multi-ftanked attack on the program, 
including a move to force the admin­
istration to stick by the so-called "strict 

interpretation" of th� 1972 Anti-Bal� 
listic Missile Treaty . 

Nunn' s  actions · stem from an 
administration decisibn last fall that a 
broad interpretation i>f the treaty was 
permissible. The de4ision was based 
on a section of �e treaty called 
"Agreed Statement Q," which explic­
itly exempts technologies based on 
"new physical principles" from the 
pact' s  restrictions. j 

Although Reagan, under prodding 
from the State Department, an­
nounced that the United States would 
continue to abide by !the more narrow 
reading for the time ;being, the arms­
control mafia went �rserk over this 
new threat to the ABM accord. 

Nuon and several of his cohorts 
are now preparing a legislative chal­
lenge to the validity 0f the administra­
tion's  interpretation, iand has asked for 
access to the detailed record of the 
treaty negotiations so they can " decide 
for themselves" whdther the adminis-
tration is right. I 

The administration has so far re­
fused, asserting eXCICutive privilege. 
Nunn has upped the �te with a bill to 
block spending of appropriated funds 
for SOl if the admini$tration continues 
to refuse to let the Stnate have access 
to the records . 

Congressional officials say that 
various compromi� , some of which 
would restrict the ndmber of senators 
who could see the material, have been 
suggested, but NUnD isn't buying. In 
a June 1 8  letter to Senate Armed Ser­
vices chairman Barry Goldwater (R­
Ariz.) ,  Nuon rejecteyj the compromis­
es; "As long as the �nistration in­
sists on deciding wlutt parts of the re­
cord we can and can$ot see , we cannot 
reach an indepen�nt and objective 
judgment as to the validity of its recent 
reinterpretation. " 
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National News 

Public Health Service 
reports cocaine deaths 
The u.s.  Department of Public Health Ser­
vice published a study on July 10  showing a 
14.5% rise in hospital emergency admis­
sions this year as a result of cocaine use and 
spelling out the ways in which cocaine kills. 

Dr. Donald Ian Macdonald, administra­
tor of the Alcohol, Drug Abuse and Mental 
Health Administration, said that cocaine can 
kill by stroke, heart attack, cardiac arrest, 
or stimulation of the nervous system fol­
lowed by respiratory collapse . 

Macdonald debunked the myth that 
"strength of will or character can prevent 
addiction. "  Waming that the drug can kill 
even a first-time user, he expressed special 
concern about "crack," the new form of co­
caine now common in the United States that 
can prove addictive even after a single use. 
The fact that 47 1 more users were admitted 
to emergency rooms during the first quarter 
of 1986 than 1985 was attributed by Mac­
donald to "a lot of people falling off the cliff 
because they are more years into their hab­
it. " 

There were 1 85 reported cocaine-related 
deaths in 198 1 ,  in a sample of 25 urban 
areas. In 1 984, the cocaine-related deaths 
stood at 580. Cocaine use is estimated to 
have increased 10-20% a year for the last 
four years. 

From 20 to 24 million Americans have 
tried the drug at least once, according to the 
National Institute on Drug Abuse. 

AMA supports civil 
rights of AIDS virus 
The American Medical Association has filed 
an amicus curiae brief arguing that employ­
ers should not have the right to fire employ­
ees who have AIDS . 

The brief-written by AMA lawyer Ben 
Heineman, Jr. , a protege of Joseph Cali-
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fano, a Democratic Party policymaker and 
euthanasia proponent-was filed in a case 
the Supreme Court has agreed to hear in the 
fall ,  involving a Horida teacher who was 
fired because she has tuberculosis . The case 
is expected to have major impact on treat­
inent of AIDS cases. 

The brief objects to a recent Justice De­
partment ruling that employers could fire 
workers with AIDS , terming it "incorrect as 
a matter of law. . . . Although one effect of 
a handicap may be that it poses · a risk of 
harm to others, employers should not . . .  
be allowed to discriminate irrationally against 
a handicapped individual based on a fear of 
such risk." 

Dope, Inc. 's  Weld named 
to Justice Dept. post 
William Weld, the u.s .  Attorney from Bos­
ton, was formally nominated by President 
Ronald Reagan on July 15 to become Assis­
tant U . S .  Attorney General in charge of the 
Justice Department's Criminal Division. He 
will face confirmation hearings before the 
Senate Judiciary Committee and a vote by 
the full Senate. 

Informed sources report that Weld's  ap­
pointment was the result of pressure from 
Donald Regan, the former chief executive 
officer of Merrill Lynch securities, and now 
White House chief of staff. Weld's family 
connection to the Credit Suisse financial 
empire and Regan's  ties to Merrill Lynch 
place the two in the middle of the money­
laundering route for the heroin mob known 
as the "Pizza Connection. "  

For two years , Weld has been oversee­
ing an expensive and unsuccessful Boston 
grand-jury investigation of organizations 
identified with Lyndon LaRouche. 

When Weld's  nomination was an­
nounced during the White House press brief­
ing on July 1 5 ,  EIR correspondent Nicholas 
F. Benton asked about the contradiction be­
tween President Reagan's anti-drug effort 
and the nomination of Weld, "who lias been 
highly criticized for giving the drug-money 
laundering Bank of Boston only a slap on 

the wristand has been linked to drug money 
launderl,g interests himself. " White House 
spokesman Albert Brashear replied that he 
was not .ware of these charges, and did not 
know if �e President knew of them, or had 
ever met Weld. 

In F4�bruary 1985 , the Bank of Boston 
plead guilty to a felony charge of knowing 
and willful failure to file cash transaction 
reports involving $ 1 .2  billion of internation­
al transac:tions with nine foreign banks over 
a period of four years . Officials from the TreasUI')j Department stated they believed 
this to � drug money. For this , Weld ne­
gotiated � plea bargain which fined Bank of 
Boston a! mere $500,000. 

The largest of the criminal transactions 
went to ithree Swiss banks , among them 
Credit Silisse of Zurich, the Weld family 
bank whOse subsidiary, White Weld Secu­
rities ,  dominates the Eurobond market, a 
major halVen of investment of "hot money" 
from the narcotics trade. 

Arizona governor 
attacks Mexico-bashing 
Arizona (Jov. Bruce Babbitt (D) accused 
national and local officials on July 15 of 
"incitingjviolence" against illegal aliens and 
of trying to "bring down the Mexican gov­
ernment{ 

In an lDlpassioned speech to members of 
the Nati1nal Council of La Raza, one of 
America s largest Hispanic organizations, 
Babbitt �so called on New York banks to 
cut Mexico's debt-service obligation im­
mediately. 

He s�gled out Harold Ezell, western 
region copunissioner of the Immigratioo and 
NaturalizlWon Service, and Sen. Jesse Helms 
(R-N.C.� for sharp criticism. ''This guy 
named �II, who is a public official, said 
when anyone finds an undocumented alien 
they shoUld 'skin 'em and fry 'em. ' This is 
inciting �olence and is unacceptable. "  Bab­
bitt accuSed Senator Helms of "embarking 
on a couCse of bringing down the Mexican 
government with innuendo and slander. "  
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Babbitt added, in reference to his pos­
sible run for the Democratic presidential 
nomination, that he was "standing very near 
the water and looking in ."  

New York Dems to 
demand 'loyalty oath' 
The organized crime networks entwined 
around New York Gov . Mario Cuomo and 
Sen. Patrick Moynihan have launched a bid 
to use the near-forgotten Wilson-Pakula law 
to challenge "party loyalty" of Democratic 
candidates for public office . The move is 
aimed at excluding from the ballot candi­
dates supporting Lyndon LaRouche . 

The law has not been applied since 1950, 
but William Cunningham, Governor Cuo ­
m 0' s executive director of the State Demo­
cratic Committee, said, "We're going ahead 
with it . "  

I n  a related development, the petitions 
submitted by New York LaRouche Demo­
crats Webster Tarpley, Judah Philip Rubin­
stein, and Fernando Oliver (candidates for 
U .S .  Senate , governor, and lieutenant gov­
ernor, respectively) were challenged in Al­
bany in mid-July. The challengers are Rob­
ert Wagner, jr. , linked to the National Man­
Boy Love Association (Nambla), and Ed 
Kayatt, convicted felon and publisher of Our 
Town newspaper, the New York East Side 
anti-LaRouche slander sheet whose attorney 
was the recently disbarred Roy Cohn. 

Mexicans attacked 
on Arizona border 
The Arizona branch head of the Civilian 
Materiel Assistance (CMA) , J. R. Hagan, 
said on July 7 that the group plans to contin­
ue and escalate their "patrolling" of the bor­
der. The CMA was immediately followed 
by the fascist Ku Klux Klan leader Bill Al­
berts of Modesto, California, who threat­
ened, "If the government can't keep the 
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Mexicans out, we can ."  
On July 5 ,  a group from the CMA or­

ganization held a group of Mexican citizens 
at gun-point for two hours, three miles north 
of the Mexican border in Arizona, until the 
Border Patrol appeared, and the Mexicans 
were allowed to return to Mexico. 

The CMA was founded three years ago 
by four members who dropped out of the 
KKK. It is known to be deeply involved 
with supporting the Nicaraguan Contras, and 
is currently known to be supplying the drug­
running contras with well-trained American 
mercenaries .  In 1985 , the group reportedly 
gave the Contras $4 million. 

Thomas Posey, national leader ofCMA, 
attended the September 1985 World Anti­
Communist League (WACL) international 
conference in Dallas , Texas . Other guests 
included several Contra leaders and mem­
bers of the Mexican paramilitary and Hitler­
loving Tecos group. Posey's  CMA provided 
"security" for the WACL conference . 

Helms defends 
Chilean dictatorship 
On July 12 ,  Sen. Jesse Helms (R-N.C. )  held 
a press conference in Santiago, Chile de­
fending both the dictatorship of Augusto 
Pinochet regimen and the "free enterprise" 
of the Chilean economy. 

According to Helms: "I assured Presi­
dent Pinochet that major media in the U . S .  
have a tendency to b e  very unfair to anti­
communist goverments . . . .  I have never 
seen a socialist government which the New 
York Times or the Washington Post did not 
like. I am ashamed of the major media in my 
country ."  

"The United State must understand that 
Chile is one of the three countries in the 
hemisphere that is resisting commu­
nism. . . . Chile is a stable country which 
has no corruption, and I admire Chileans 
because they believe in free interprise. 

HelIils also criticized the State Depar­
ment for placing pressure on Chile to restore 
democracy. 

I B�flY 

• KEVIN ZEItSE, national direc­
tor of the National Association for 
Reform of 'Marijuana Laws 
(NORML) , cOnPemned the U . S . ­
Bolivia drug cracJroown, and charged 
that the reports Of drug abuse in the 
United States ant "highly exaggerat­
ed. "  Zeese clainps that the U . S .  op­
eration in Boliv;a "sets a dangerous 
precedent for the U. S .  military in­
vading foreign c4untries . " The extent 
of drug use in die United States has 
been "greatly e�ggerated," he said, 
as has been "the �overage of cocaine 
deaths . . . .  " 

• CARDIN�i BERNARDIN, 
archbishop of e Roman Catholic 
Archdiocese of , hicago, says he sup­
ports a city ordi�ce that would pro­
teet the rights of homosexuals ,  pro­
vided this does �t imply that he sup­
ports homosexpal activity. The 
Church' s  con�, he says,  provides 
"no place for di�nation and prej­
udice against � person because of 
sexual orientatiqn. " 

i 
• THE �ED !; .l � i'ES con­
ducted the largE' st ever underground 
nuclear test in evada on Ju].' 1 7, 
The test i s  tho ght to be Ij; 'l{w to 
research for � Strategic ' Defense 
Initiative . 

• U.S AMB""SSADOR to Mos­
cow Arthur Hartman has protested to 
the editors of tv\!o Soviet newspapers 
over articles aIle:ging that AIDS was 
engineered as J>lIrt of a U . S .  biologi­
cal warfare proJram. In letters dated 
June 25 to Literftturnaya Gazeta and 
Soviets!flJya R06siya, Hartman said 
the charges are 1 "as reprehensible as 
they are, false. , . . I can only con­
clude that they �sent nothing more than a blatant li$d repugnant attempt 
to sow hatred �d fear of Americans 
among the Soviet population, and to 
abuse a medic�tragedy . . .  for base 
propaganda purposes ."  

, 
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Editorial 

A war on narco-slavery 

This month, we commemorate the 1 25th anniversary 
of the Battle of Manassas , the first major battle of the 
American Civil War of 1 86 1 -65 . The battle is remem­
bered for having shocked a fantasy-ridden U .S .  Con­
gress to realize that defending the Union would require 
a full war-mobilization for a hard fight. 

Today, 1 25 years after the opening of the war that 
ended black slavery in the United States , there is still 
human slavery in the world, under the rule of the same 
European oligarchical families and American "Boston 
Brahmins" who profited from slavery in the U. S .  South 
and the international narcotics trade in the 1 9th century . 
We refer to families like that of William Weld, the U.  S .  
Attorney in Boston who has been running Dope, Inc . ' s  
inquisition against the leader of the American anti-drug 
lobby, Lyndon LaRouche, and who now, incredibly, 
has been named Assistant Attorney-General in charge 
of the Criminal Division of the Justice Department. 

Pope John Paul II,  on his recent tour of Colombia, 
called the effects of mind-killing drugs on a population 
an even worse form of slavery than in the past. The 
point was underlined when Brazilian officials revealed 
that their country's  drug bosses were keeping human 
slaves , literally , cutting the tendons of the laborers on 
the dope-growing plantations to keep them from run­
ning away . 

A few years ago, the drug mafias of South America 
(like the "left-wingers" around the friend of Castro and 
the German Greens ,  Carlos Lehder) boasted that the 
only victims of their dirty trade were "foreigners" -the 
hated "Yankees ."  Today, as EIR has documented for 
Brazil and Argentina in particular, those nations have 
ceased being mere producers and transshippers, and are 
major consumers of deadly drugs . The same has oc­
curred in Southeast Asia. 

Malaysia, for example , has long been a transship­
ment point for drugs from the Golden Triangle, but in 
the last decade, drug consumption in this Southeast 
Asian country of 14 million people has zoomed up­
ward. Two years ago, the Malaysian government began 
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to enforce a law on its book$ calling for capital punish­
ment against drug pushers . � our view, the one circum­
stance under which the de�th penalty is legitimate is 
tinder conditions of war. Drug pushers are mass mur­
derers , perpetrating a war against all of humanity . 

Malaysia' s  action brou�ht out into the open the 
international dope lobby in �ts full racist panoply .  Un­
der the cited law, 30 Mala�sians have been executed. 
But when in early July M�ysia carried out the same 
sentence against two Austr$lians found guilty of traf., 
ficking in heroin , suddenly! there was an outcry from 
Britain , Australia, and suchi organizations as Amnesty 

. International . Malaysia's prp-life government-one of 
the few in the world whic� has made the optimistic 
pledge to increase its popul,tion fivefold by the end of 
this century-is being subjet;:ted to efforts to overthrow 
it . 

Malaysia should be erpphatically supported for 
sticking to its guns and fighting back in the war which 
the drug traffickers are waging against every nation . 
The war on drugs is a war! for the very principles of 
Judeo-Christian civilization} for the integrity of the in­
dividual mind of every chilq and adolescent. 

Against whom is this wJU" being fought? Well , we 
have documented in these pages that the drug mafia 
works on behalf of the strate8ic aims of the Soviet bloc . 
The recent, much-covered-�p arrest of Soviet nationals 
in the largest�ver heroin bhst in Europe (Rotterdam, 
May 30) indicates that the Soviets are becoming more 
brazen, in that as in other d�mains . 

Secondly, the internatipnal money-center banks 
have built the drug mafia �nto an international force 
more powerful than any individual government, which 
is waging outright war to d4feat all sovereign govern­
ments . The only way to def�at this mafia is for govern­
ments to adopt measures of ivar against it. 

To do that, the governm�nts themselves must clean 
out the dope lobby' s  agent� from their midst . In that 
light, WHliam Weld' s appo�tment must be stopped­
as a matter of national securfty . 

EIR July 26, 1986 
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