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From the Editor

Pictured on the cover is Contributing Editor Uwe Parpart, a scien-
tific collaborator of Lyndon LaRouche, in an encounter about five
years ago with a piece of earth-moving equipment at the site of the
world’s richest iron deposit, the Carajds mountain in Brazil. The
machine, we are told, was imported from West Germany, and ex-
emplifies the kind of “shopping list” for capital goods from the
industrialized nations of the “North” that an integrated Ibero-Amer-
ican economy will require. '

Thus, an export-sparked economic boom lies ahead for the OECD
nations, if governments follow the advice given by the one political
leader qualified to understand the significance of Brazil’s declaration
of a debt moratorium on Feb. 20—Lyndon H. LaRouche, Jr. La-
Rouche’s outline of the steps that must be taken now, appears on
page 20.

Ibero-American editor Robyn Quijano reports on the fast-break-
ing developments in the week between the announcement by Brazil’s
President Sarney, and our deadline. We also include reports on the
response from France; from Africa; and from three key Ibero-Amer-
ican debtor nations, Mexico, Argentina, and Venezuela. (See the
Andean Report for repercussions in Colombia.)

By pure happenstance, this week’s installment of our popular
“Operation Judrez” series, based on the Schiller Institute’s Ibero-
American Integration book, focuses on the regions that will form the
industrial backbone of an Ibero-American Common Market—in-
cluding the Gran Carajés project in Brazil (see centerfold, pages 36-
37). This book is the manual, written by an international team of
experts, of what it will take to implement Operation Juirez, the
program LaRouche proposed in 1982. Brazil’s debt moratorium
opens the door for that.

We are also publishing four pages of excerpts from the Vatican
paper that is catalyzing momentum toward Ibero-American integra-
tion across the continent, the January document on the foreign debt
by the Pontifical Commission “Justitia et Pax.” The document was
blacked out by the press and flippantly dismissed by the White
House’s official press spokesman, less than a month ago.
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The BLS market basket
and the new depression

by Chris White

The Bureau of Labor Statistics, at a cost of $45 million, has
just completed a revision of the market basket of household
consumption, used to compile the government’s monthly
Consumer Price Index. This is the first revision of the com-
ponents of the index since 1978, but it is the market basket
of 1972-73 that has been overhauled.

The revision is of life-and-death significance for many
Americans and their households. Thirty-eight million social
security beneficiaries, 20 million food stamp recipients, 4
million workers covered by contracts with cost-of-living es-
calator clauses, and millions of federal retirees, depend on
the index for changes in payments. Income tax brackets and
the cost of school lunches for children are also affected by
the revision of the government’s index.

The CPI does not establish levels for consumption of
goods and services by households, or what the government
calls “consumer units.” Rather, households are reviewed in
light of their average composition, and the average number
of employed workers comprising a so-called “census unit.”
The CPI looks at the average levels of money expenditure for
the items that are taken to comprise the market basket. That’s
pretty much a fatal flaw in the $45 million the government
spent to do the job, but even so, it dispels some of the pre-
vailing illusions about what is supposed to have happened
since Paul Volcker began his rampage against the U.S. econ-
omy in 1979. The BLS revision at least admits that the trend
is downward.

Heading into depression

Contrary to the so-called “good news” that has been
pumped out of government departments, pretty much on a
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monthly basis over the last years, this latest revision, inade-
quate though it might be, should give rise to some useful
reflection. Though it is not said, openly, the revision provides
a profile of an economy heading into a deepening depression.

Press commentary attributes the changes in household
consumption expenditure profiles to changes in tastes. People
now prefer to eat bananas rather than oranges, according to
the Washington Post, and poultry rather than red meat like
beef.

The criteria employed reflect reality to the extent they
emphasize, first, that the size of the “consumer unit” has
declined, from 2.8 people in 1978, down to 2.6 in 1986, and
that, second, each household now has more eamers, 1.4
compared to 1.3 in 1978. The smaller households are sup-
ported by more eamers at a level 14% below that of 1978,
according to the BLS.

These households are spending less for food and drink by
nearly 22%. They are spending less, it is said, in money
terms for their housing, but housing now accounts for42.6%
of the market basket, as opposed to 37.7% in 1978-79. Their
spending on health care has dropped by over 30%, though it
is said that health plan payments are not accounted for by the
index. And their spending for transportation has dropped by
more than 25%. In this case, spending on new vehicles has
increased, while spending on used vehicles has collapsed by
75%.

It is to be noted that the period of revision, 1978-79 to
1986, covers the period from the implementation of Paul
Volcker’s high interest rate policy, through the last five years
of the Reagan revolution, masterminded by Donald Regan
and Paul Volcker.

EIR March 6, 1987



The review of consumer expenditure is completely at
odds with the everyday picture ground out through the admin-
istration’s propaganda mills, of ever-increasing prosperity
and employment opportunities, supported by the strongest
surge of economic growth in the postwar period.

As said above, the picture still does not reflect the op-
pressive depression reality, which is grinding down families
and households across the country. The money-expenditure
measure of market basket standards is indicative. But, it is,
as EIR has documented the case in its Quarterly Economic
Report series, a fundamentally incompetent measure.

That means concretely that tens of millions of people will
still be gypped out of what is rightfully theirs, even after this
revision. o

Declining physical composition

What is the level of physical goods output, both in regards
to quantity and quality, that is purchased by the money ex-
penditures of households? What s the level of physical goods
output that is required to support the reproductive capacity of
households, both with respect to consumption, and with re-
spect to the maintenance of services, such as health and
education, on which households depend? Such can be deter-
mined, to make it possible to see what the monetary expend-
itures measures may actually mean, if anything.

In 1985, EIR produced its own index which demonstrated
that in terms of the cited physical goods parameters, the
composition of the market baskets households spend their
money on, had declined to about 64% of its 1967 level. The
year 1967 was taken as representative of how the economy
should function. It was the fag-end of the policy impetus for
technological progress.

By 1985, the monetary expenditure to purchase that
shrunken basket had increased 400% from the level that bought
the market basket of 1967. It ought to be clear that if the
“conisumer unit’s” expenditures were increased by the mon-
etary margin that covered the difference between 1967 and
1985 levels, up to 544% of the 1967 level, that would not
solve the problem. There would be nothing to buy with the
so-called increase in income. On that basis, the BLS is under-
estimating the corrosive effects of inflation over the 20-year
period by about 200%. For the BLS, 330 “consumer unit”
dollars buys what $100 bought in 1967. Moreover, the agen-
cy does not even consider the 36% decline in actual house-
hold consumption, which was already proceeding apace when
the 1972-73 revision of the CPI was accomplished.

Industry shutting down

EIR’s 1985 review of the physical content of the consum-
er market basket, combined with a similar analysis of the
market basket of producers’ goods, provided the basis for the
forecast made in early 1986 that the economy would ratchet
downward during the course of 1986 by between 15 and 25%
fromthe levels of consumption of 1967. The Bureau of Labor
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Statistics may have adjusted for what they consider the mon-
etary side of the decline unleashed by Paul Volcker, in 1979,
but the cited incompetence of their approach makes the re-
vision completely meaningless relative to the collapse that
was set into motion during the course of 1986.

Inreal, physical terms, that forecast warned that by now,
household consumption would be heading for a level of 50%,
and less, of what it was in 1967. The government, and others
may not have caught up with it yet, but that did happen during
the course of 1986. The projection was confirmed by the mid-
yearreports of basic industrial producers, steel and aluminum
industries, along with construction. It was reconfirmed by
the wave of layoffs and plant shutdowns that was imple-
mented following the November elections. It has been recon-
firmed by early results for January and February 1987.

January’s 33% decline in automobile sales from the year
before has been followed by a 22% decline in February.
Durable goods shipments, exclusive of defense production,
are down by almost 10%, the biggest single monthly drop
since records were kept for this measure of the output of basic
industry. The professional economists and their friends are
still debating the question, whether or not, perhaps, the econ-
omy may or may not go into what they call “a recession”
during the course of 1987. What fools they are! The prover-
bial bottom already did drop out.

So now the BLS does at least identify the reality that the
economy has been going in a downward direction. Now they
are pointing in the right direction, miaybe others will cotton
on, too. But meanwhile, the United States is effectively re-
duced, in terms of per capita valuations of physical output,
to one-half of the economic power that it was back in 1967.

This is part of the crucial background to the crisis unfold-
ing around Brazil’s debt moratorium that is the subject of this
week’s cover story. The United States economy is in no shape
to withstand the kind of shocks that have been delivered, and
will be delivered over the next weeks.

The collapsing capacity that is reflected in the decline of
household consumption, and in the inflation of monetary
values, has eroded the innards of what was once the most
powerful economic engine the world had ever seen. Financial
reorganization will be necessary. That will only work with
the kind of recovery policy that is implied by what it would
take to reverse the decline from the l¢vels of the late 1960s.

Physical output in per capita tertns has to be more than
doubled. That can be done, by putting the unemployed, and
the underemployed back to work in'productive wealth-cre-
ating jobs, and reversing the drift into the favored service
industries. That will have to be done, over the next few
weeks. If it is not done, the BLS’s new revised Consumer
Price Index will very quickly be rendered as obsolescent as
their early 1970s version was, by the full depression impact
of the collapse that already occurredin 1986. Then, theirnext
market basket revision will probably:end up being written in
Russian.

Economics 5



Interview: Dr. John Grauerholz

Ibero-American officials are
eager to learn truth on AIDS

EIR’s medical editor, forensic pathologist Dr. John Grauer-
holz, M.D., F.C.A.P., is the co-author of EIR’s two Special
Reports, “Economic Breakdown and the Threat of Global
Pandemics” (1985), and “An Emergency War Plan to Com-
bat AIDS and Other Pandemics” (1986). He was interviewed
after a recent tour to Brazil, Colombia, and Venezuela, which
he visited at the invitation of the Schiller Institute and local
health officials. Dr. Grauerholz addressed an estimated 3,000
people during his 10-day trip.

EIR: Is AIDS as big an issue in South America as it has
become in the United States and Western Europe?
Grauerholz: AIDS is an area of major concern, certainly to
military and governmental layers in all three of the countries
that I visited. All of these people perceive a serious problem;
it is especially so in Brazil. As a matter of fact, I was at a
meeting at which Jonathan Mann, the head of the World
Health Organization (WHO) AIDS program was also pres-
ent, and the data that were presented indicate that there is
already a serious problem, that they have at least 1,200 offi-
cially reported cases and that 30% of these cases conform to
the African models. Dr. Mann subsequently made a state-
ment that in the next few years, Brazil could surpass the
United States in numbers of cases.

EIR: Since your trip, the U.S. government’s Centers for
Disease Control (CDC) came out against taking measures to
stop the spread of AIDS, a position like that advocated by the
homosexual lobby. Did you find that a homosexual lobby
controls policy in South America?

Grauerholz: The health ministries in these countries tend to
echo the official WHO/CDC line. The military and other
governmental people do not believe them, and are seriously
concerned about the problem.

The line is that this is primarily a sexually tranmitted
disease, also spread by needles, and fundamentally the line
opposes mandatory testing to identify the extent of the prob-
lem and the application of classical public health measures
that one would institute with any other communicable dis-
ease. This has never made any sense to me, and does not
make any sense to the people I talked to in South America.

There is a vocal homosexual lobby in Colombia, appar-
ently, but still, we had 400 people at our meeting. These were

6 Economics

health professionals, governmental, and other layers.

EIR: What kind of questions were you asked?
Grauerholz: One thing which popped up just about every
where I went was: Could this thing have been cooked up in a
laboratory by somebody?

It is possible for the AIDS virus to have been created in a
laboratory. There is abundant evidence in the literature that
these viruses recombine with other viruses, and so forth.
However, I think it unlikely that this accounts for the prob-
lem, because we are seeing a whole series of different viruses
arising both in Africa, and also, interestingly enough, in
some of the economically depressed parts of Venezuela. And
it is more likely that what we are seeing is the surfacing of
viruses which were present in some reservoir, animal or
human, and which are now being expressed under the appro-
priate environmental conditions. I say this because the envi-
ronmental conditions in which all of these viruses appear to
have arisen are quite similar.

EIR: What contribution do you think can be made by the
South Americans to combatting the disease?

Grauerholz: The ability of the South Americans to partici-
pate in this revolves around the fact that there is a pharma-
ceutical industry in Brazil, there is one in Argentina—which
I didn’t visit. The rest of the countries don’t have a great deal
of indigenous pharmaceutical capability. There are valuable
people, for example, in Brazil, a large country with a number
of medical universities and capable researchers.

The problem in South America goes back to the economy.
These people are already fighting malaria, and losing; they’re
fighting dengue, and they’re losing; they’re fighting chagas
disease, and they’re losing. What we have is, this thing,
AIDS, sprinkled on top of everything else that they have.
Obviously what they have to have is the capability to imple-
ment massive public health measures, not only to deal with
AIDS but to deal with all these things. A proper approach to
the AIDS problem would deal with all of these other prob-
lems, because they are part of the same package.

EIR: Could you describe some of the particular features of
each of the three countries?

- Grauerholz: In Brazil, I spoke before military people, I
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spoke before a physicians’ union in one of the civilian hos-
pitals, and I spoke to a mass meeting in Sao Paulo that was
convened by my colleague Ricardo Veronese of the Brazilian
Society of Infectious Diseases.

Brazil has a number of problems. One is the whole sub-

culture of Carnival. The most interesting aspect of that sub-.
culture is the tremendous number of transvestites in Brazil. -

These people are highly promiscuous. They supposedly av-

erage 3,800 sexual contacts a year. At least 27% of them are
presently infected with the AIDS virus. Some 70% of therh *

use some form of drugs. Many of these transvestites use
steroids such as cortisone which are immune suppressants,
to reduce the body’s immune reaction to the silicone injec-
tions that they use to augment their breasts. As a conse-
quence, you have this huge population, potentially hundreds
of thousands of these individuals, immuno-suppressed, with
high frequencies of sexual contact with many people. This
population is totally transparent to the transmission of this
disease, and provides a tremendous reservoir in the major
cities. Then, you go up north to places like Pernambuco, and
you have literally African conditions prevailing.

So, Brazil has the worst of both worlds. The conservative
estimates are that between 300,000 and 500,000 are already
infected in the country. This is a matter of great concern to

both the civilian and military people I spoke to.

EIR: What about Colombia?

Grauerholz: The problem appears—and I have to stress,
appears, because we’re just beginning to look at the data—
that they have a significant problem in Cartagena among the

* ‘ptostitutes. Colombia certainly has significant poverty, both

in the cities and in the rural areas. And we don’t yet know

. what s going on in terms of these viruses in these areas. They
* have a'malaria problem, and the ong new strain of AIDS virus

that I mentioned in Venezuela is highly associated with ma-
laria.

The real point is, they are just beginning to see cases, 50-
100, in each of these countries—other than Brazil which has
the second-largest number of offficially reported cases in the
world—because they’re just beginning to look.

There is a high degree of concern with the whole question
of insect vectors. The insect problem is much more palpable
in these countries generally than it is in the United States
where it might be limited to areas like Belle Glade and other
parts of southern Florida and southern Texas. These are coun-
tries where you have a year-round problem of not only mos-
quitoes but numerous other biting insects, such as these large
kissing bugs which spread chagas disease.

LaRouche program
dominates CDC meeting

When the Centers for Disease Control (CDC) convened
their much-publicized AIDS conference in Atlanta Feb.
24, presidential candidate Lyndon LaRouche’s program
quickly came to dominate the proceedings. The confer-
ence was originally publicized as a “national public hear-
ing” on mandatory AIDS testing; however, CDC restrict-
ed its format after spokesman for LaRouche made clear
they would be present. The “in-house” effort failed, how-
ever. ‘

Participants were greeted with copies of LaRouche’s
statement, “My Program to Stop AIDS.” Many requested
additional copies.

During the workshop period, a panel on the rights of
AIDS victims, featuring CDC head William Curran and
Dr. Levine, Dr. Novick of Yale protested measures to
outlaw sodomy, calling it “the legitimate expression: of
love between two men.” The first two speakers talked of
budget constraints. The third railed against the danger of
LaRouche and waved a copy of Proposition 64, the Cali-

fornia ballot referendum on AIDS endorsed by LaRouche.

The next speaker rose, and identified herself as Belin-
da Haight: “I am an associate of LaRouche.” She said she
was most concerned about “the rights of the uninfected.”
Citing a British skin graft patient who contracted AIDS,
she asserted that much remains to be known about modes
of AIDS transmission. Referencing the key points in
LaRouche’s program, she also asserted that there is no
rational alternative to universal screening and humane
quarantine. The conference participants’ efforts would be
better spent in a political lobbying effort to break loose
funding for a Biological Strategic Defense Initiative, she
said.

Members of the panel just shutup, while speaker after
speaker discussed LaRouche’s program. Finally, a panel
member declared, “Although no one on this panel has
raised or supports the idea of mandatory quarantine, it
seems to have become an issue. I'd like a show of hands
of all those public health experts in the room who support
this policy.”

Haight and one other person raised their hands. The
panelist smugly continued, “Now: let
hands of all those who oppose such measures.” Of more
than 150 people, fewer than 20 raised their hands.

Pandemonium broke out. Haight was besieged by re-
porters and surrounded by howling “homosexual activ-
ists” who attempted to drown out rational discourse.

EIR March 6, 1987
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EIR: How does the picture look in Venezuela?
Grauerholz: The picture in Venezuela is again a very pre-
liminary one. As I said, one of the strains of this virus appar-
ently originates among Indians in the remote Orinoco region
of Venezuela. They have a small number of officially report-
ed cases, 50 or so, and all of these appear to have come into
the country or to have been associated with contact outside
Venezuela. But the number is increasing, and I know that the

" military hospital in Caracas is quite concerned; they have
problems getting the nursing staff to handle the bodies.

With this disease, when you are just beginning to see the

cases, the thing has already been there for five or more years,
and has infected a lot of people. But you have to be able to
diagnose that infection. I don’t think the [testing] kits are as
widely available as they are in the United States, because of
financial and other reasons. They are going to have to be able
to acquire the kits or produce their own, in order to test their
population and to find the true extent of the problem. They
are concerned to notrepeat the mistakes of the United States,
of not starting to look diligently until they’ve had a million
or more people already infected.

EIR: So one of the first steps is to make the tests widely
available?

Grauerholz: Yes, the test has to be widely available, and
the test has to be applied, and the public health measures of
quarantining where necessary have to be applied. Now, if
they have a small problem confined to risk groups in these
countries, all well and good; they will have a small problem
which they can keep small. Butthe longer the implementation
of these measures is delayed, the more generalized the prob-
lem is going to become.

EIR: You showed some slides of the computer model run
projecting the spread of AIDS under various policies in the
United States. What was the reaction to that?

Grauerholz: Well, they were quite impressed since the
model run [see EIR, Vol. 13, No. 48, Dec. 5, 1986] indicates
that about the year 2014, 80% of the U.S. population will be
infected, sick, or dead, absent the implementation of some
sort of public health measures to stop the spread of this
disease.

The one thing I was impressed with in these countries is
that there is still more of an interest in survival among these
populations than in the industrial nations of the West. They
have not come into the extreme cultural pessimism of the
United States and Western Europe. Some of the cultures such
as Brazil are bizarre, but fundamentally, they are growth-
oriented cultures. This is one reason why they are certainly
more receptive to the truth about the disease, because I think
they are much more concerned with actually trying to do
something to stop it. They are not viewing this, as I think a
great deal of the United States tends to view it, as the fulfill-
ment of a 25-year cultural death wish.
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Playing
Telephone Tag &
Got You Bushed?

* How many times has an important client called to ¢ How many hours a week do you spend on the telephone
leave a message and you were in a meeting? giving out mundane information?

¢ For how many days have you been trying to deliver * Do your clients in other parts of the country always call
a verbal message to all your sales personnel? you when your office is closed.

A voice messaging system will let you win at Telephone Tag.

There are many voice messaging systems available with many features and with a wide range of prices. Where will
you find the time to sort through all the sales literature and select the most cost effective equipment for your company?
GRALIN associates, an engineering and consulting firm, can help you select the right voice messaging system for
your company.

Contact: Mr. Graeme P. Watson

G‘Aun associates, inc. (215) 297-8793

Box 145, 7010 Point Pleasant Pike, Point Pleasant, PA, 18950

FOR ONLY $225.003

*Rate for minimum run of four issues
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Reach EIR’s subscriber base at competitive rates!

For more information write or call:
Joseph Cohen, Advertising Director (703) 777-9401
P.O. Box 17390, Washington, D.C. 20041-0390
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State of Industry

SDI procurement: Where does
the United States stand?

by Carol White

It would seem from all indications, that a shiftin U.S. policy
on the SDI has been implemented—so that the program will
now be vectored toward deployment, without constraints.
The mood in the Congress has been positively influenced by
conclusive evidence—reported in E/R on many occasions—
that the Soviets are moving rapidly to deploy theirown ABM
(anti-ballistic missile) system. If the West does not do like-
wise, we will be sitting ducks, to put it bluntly.

Near-term deployment of a first-generation SDI, based
upon kinetic kill vehicles, which are both satellite- and ground-
based, has been a talking point for moving to a so-called
broad interpretation of the ABM Treaty, but the real issue is
the freedom of the United States to test and develop a broad
range of weapons and systems, both conventional and also—
most importantly—those which operate according to new
physical principles. »

The kinetic energy weapons (KEW) systems now under
development will have a margin of superiority over Soviet
KEWs, but KEWs are rapidly approaching the point of di-
minishing return, as happens with any fully exploited tech-
nology. Furthermore, although the existing Soviet ABM sys-
tems deploy KEWs, they are actively developing x-ray laser
and electron beam weapons, which are considered in advance
of the United States.

While the way may now be open politically for a more
rapid pace of development of the SDI, the fact remains that
the budget for the program falls far short of being ambi-
tious—not to speak of meeting the requirements of a true
crash program. Just as serious a hindrance, the United States
is in danger of losing the necessary industrial depth to sustain
a Strategic Defense Initiative.

Semiconductor crisis

A task force of the Defense Department’s top scientific
advisory group has released the results of a study it has
conducted on the state of the U.S. semiconductor industry,
and concludes that there will be no advanced computer chips
manufactured in the United States within five years if emer-
gency action is not taken now. Unfortunately, industry ob-
servers note that the recommendations fall far short of the
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mark, even when viewed within the narrow confines of the
study.

The report was released to the press at a briefing given by
the task force chairman, Norm Augustine of the Martin-
Marietta Corporation. Mr. Augustine described the condi-
tions facing the industry, the crucial role it plays in national
defense, and then cautioned his audience that the report points
to some serious fundamental problems facing the entire econ-
omy, but does not attempt to offer solutions to any area but
the computer chip industry.

For illustration purposes, the study looks at changes in
the share of the market held by the United States in the area
of Dynamic Random Access Memory (DRAM) chips, over
the last decade, during which the U.S. fell from 100% to 5%
(and dropping fast) of the world production of these chips.
Not surprisingly, the Japanese producers are the primary
replacements for the failing U.S. industry.

The DRAM chip is useful as a marker for a variety of
reasons: It is the basic memory device which powers a vast
array of computer systems involved in such tasks as control-
ling communications devices and providing fire control so-
lutions for artillery pieces, to keeping modern fighter aircraft
under control. There is no aspect of modern defense weapons
systems which does not depend on these chips, and the rate
of evolution in the memory power of these chips paces the
development of these weapons systems. This rate of evolu-
tion is very fast, with an increase in computing power, by
an order of magnitude (a generation), every 2.5 years.

Therefore, for reference purposes, a five-year period rep-
resents two generations, and if in that period, the United
States loses the ability to produce state of the art chips, U.S.
weapons systems will be dependent on foreign sources for
access to the most advanced DRAMs. The implications for
national security are obvious.

The U.S. DRAM producers are in that situation right
now. At the current rate of collapse of the industry, we will
not have the capacity to produce leading edge technology
within five years. This situation is made more serious by the
fact that the weapons currently in the field are using U.S.-
made chips, and were designed approximately ten years ago,
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when the United States dominated the market. Weapons now

being designed, to be fielded in five to ten years, will not be -

able to use U.S. suppliers for their crucial components!

Mr. Augustine went to great length to point out that this
situation is not the fault of “unfair practices” by foreign,
principally Japanese, competitors. He pointed out that the
Japanese industry enjoys a fundamental advantage in access
to cheap capital, because Japan’s national economic and tax
policy is vectored to produce the highest rate of savings in
the world. In each of the downturns which have hit the in-
dustry, the Japanese have been able to hang on to their indus-
try, and fight for an increased market share, while U.S.
companies (dependent on short-term—five years and less—
investments) respond by going belly-up. Without access to a
large-volume market, R&D becomes prohibitive, and the
death of the industry occurs with great rapidity. Mr. Augus-
tine admitted that this entire process will be accelerated by
the new tax code, which offers no protection to industries
that depend on high rates of capital formation. He also point-
ed out that wage differentials between national economies
are not a real factor, since production is now almost entirely
automated.

Every high-tech area threatened

These facts point to the essence of the matter—the U.S.
industry is being destroyed by the national economic policies
imposed over the last decade. Although the DRAM manu-
facturers are the most extreme example of the consequences
of these insane economic policies, Mr. Augustine pointed
out that every area of high-technology industry is threatened;
magnetic storage device technology, optical technology, and
so on. Like most studies conducted by the Defense Depart-
ment, this task force was restricted to developing proposals
for one industry only, even though the problems of that in-
dustry are caused by the state of the overall economic col-
lapse. The result is predictable.

The task force calls for the creation of a consortium of
chip producers, financed by the industry, and supported by
about $250 million of DoD dedicated contracts, which will
be tasked to develop state of the art technology and make it
~ available to the entire industry for product application. The
hope is that this will allow the United States to retain access
to development and production of this vital technology. While
outlining this policy, Mr. Augustine was compelled to note
that this would not help any other area of the threatened high-
technology sector, and was a “fix” for the chip industry only.

Japanese specialists, upon examining the proposal, could
only shake their heads in amazement, commenting, “Why do
they even propose such a thing, when they know that the real
task is to revitalize the entire economy?”’ It was clear from
Mr. Augustine’s remarks that the Japanese are not the only
ones asking this question, but there will be no effort to answer
it so long as the administration is locked into Don Regan’s
“recovery.”

A serious commitment to building the SDI could quickly
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reverse this situation. The kind of requirements set before
industry by Lt. Gen. James A. Abrahamson, who heads the
Strategic Defense Initiative Organization, coupled with ap-
propriate tax incentives and a revival of credits to industry,
for high-technology investment, can provide the necessary
stimulus to the program.

In January of this year, speaking before a group of aero-
space contractors, at the third annual conference of the U.S.
Space Foundation, Abrahamson urged them to gear up to
begin mass production of the hundreds of satellites that will
be needed for the SDI. To do this, he said, companies must
begin using modular satellite designs and mass-production
techniques to make affordable the hundreds of satellites that
SDI will require. “We will begin to build satellites not as
something built one at a time, tailored to very limited weight
limits and modified if you build two, but [designed] in terms
of [manufacturing) hundreds.”

Abrahamson also pointed to the need for companies to
develop low-cost mass production techniques for small com-
ponents such as sensors and computers. Abrahamson said
today’s early-waming satellites use hundreds of sensor ele-
ments each, while SDI’s waming satellites will require mil-
lions. Mass production of sensors and improved reliability
are essential to reducing their cost.

Production of space transportation has to be similarly
ugraded, he said; therefore the SDIO has requested money to
develop a heavy-lift launch vehicle. It would be needed to
boost hundreds of SDI spacecraft into orbit, cheaply. One
goal of the heavy-lift launcher is to reduce launch costs ten-
fold, to a price of about $200-300 per pound, he said. Such a
low-cost launch system will not be able to support “standing
armies of people to ensure reliable operations,™ as today’s
launch vehicles demand.

“We need a vehicle,” he said, “that is a complete revo-
lution in the way we get into space.” The heavy launch
vehicle would havé a rated capacity of 150,000 Ibs.—100,000
below the Saturn V—but a good step over existing capacity
nevertheless. McDonnell Douglas has been given the con-
tract to develop, produce, and operate the medium launch
vehicle which will be used to launch Navstar satellites. Pre-
viously these would have been launched by shuttle. Prior to
the shuttle accident the first production Navstar satellite was
to be launched this month. This has been postponed until
October 1988.

The goal is to have 18 operational Navstar satellites and

- three on-orbit spares. This is considered to be one of the

highest payload priorities. It was to have been placed in orbit
by 1989, by the space shuttle. Now the plan is to have one
launch in 1988, six in 1989, seven in 1990, and six in 1991.
The minimum Air Force requirement was for four launches
per year starting in 1989. Ten prototype Navstar satellites
were launched previously by Atlas boosters. It would seem
that the planned newer satellites will include a nuclear deto-
nation sensor system and will be hardened by the use of
graphite epoxy solid rocket motor cases.
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Agﬁculture by George Elder

The ‘underground’ grain trade

The embargo didn’t affect grain flows to the Soviets at all—and
everybody but the public and the farmer had to have known it.

Now that revelations are coming out
daily on how U.S. foreign policy has
been conducted by a gang of lawless
“security” specialists, utilizing illegal
bank accounts, gun and dope dealing,
and phony front-companies, it is worth
bringing to public attention how law-
less the world food trade is.

Recently, I had occasion to con-
duct a private interview with a Danish
grain trader, who regarded me as just
another “hick” American farmer to
whom he could safely “spill the
beans.” Among the things he de-
scribed was the way in which grain
never stopped flowing from the United
States to the Soviet Union after Presi-
dent Carter declared his famous grain
embargo, just as the guns never
stopped flowing to Iran when Carter
declared his famous arms embargo.

Here’s how it worked.

Some of the grain shipped from
the United States proceeded to Ham-
burg, West Germany. In Hamburg the
grain was off-loaded on barges, which
continued up the Elbe River to East
Germany on their way to the Soviet
Union. Other grain stayed right on the
original carriers, but the papers were
changed in Europe, and the grain then
went to Russia.

The Danish grain trader was quite
open about this: “The papers were
changed right onboard the ship during
transit.” I told him that hardly any
American knew anything about such
dealings, which surprised him. “The
practice was so widespread that this
was common information among peo-
ple engaged in the grain trade. In fact,”
he said, “in Denmark it was common
knowledge. Everybody knew about it
and how they were getting around it

[the embargo]. The companies that did
it made an awful lot of money. Not
only did we know about it in Dep-
mark; Denmark was used as one of the
transshipment points.”

The principal grain companies in-
volved in this lawless trade are the
famous-name cartel bunch: Cargill,
Continental, Bunge, etc.

The most well known transship-
ment point is Rotterdam, where pa-
pers can be altered so that origin and
destination information can be listed
in a way to foil any restrictions oper-
ative anywhere in the world. There
and in other ports, front companies
exist for this purpose alone. Little one-
room offices, with a desk and some
blank papers, serve as “trading com-
panies” routing huge-volume grain
shipments past all legal barriers.

To summarize, this means that it
is an “open secret” that food, the
world’s “most strategic” commodity,
is brazenly traded by the cartel com-
panies free to simply ignore any orders
to the contrary issued by the White
House or Congress.

Consider who knew inside the
Carter administration: 1) all the big
food exporters, not only those in-
volved, but all those looking-on—
Cargill, Continental, Bunge, Louis-
Dreyfus, André/Gamac, ADM, etc.;
2) shipping company managements,
seamen, and port officials; 3) the U.S.
Department of Agriculture Foreign
Agriculture Service; and, 4) any in-
quiring American on tour, like my-
self.

So, where were the CIA, the FBI,
and others who are supposed to know
these things? Admittedly, the food
cartel owns the U.S. Department of

Agriculture, so, no problem there. But
do you think that American intelli-
gence didn’t know?

~ As most. farmers know, the 1979
grainembargo was used as the pretext
to smash grain prices. It was said that
the United States had to cut off sales
to the Russian market for political/hu-
manitarian reasons. The farmer ac-
cepted the ensuing lower prices. He
was taken. This action didn’t just
bankrupt a 1ot of farmers in the United
States and abroad; it ruined the world
grain market.

The Carter’s grain embargo and
Volcker’s interest rates became the
one-two punch that started the de-
struction of agriculture worldwide.
These two events are pivot points in
history and have served as the linch
pin for destructive agricultural poli-
cies. In the final analysis, the grain
embargo was a hoax that helped only
the grain companies and the Soviet
Union.

Look at: the general results. The
public was told the embargo meant
reduced grain demand. Not true: The
grain was still being delivered. The
USDA even produced a study at the
end of 1986 stating that grain exports
were not affected by the embargo.

Lower grain demand was used to
justify the bottom falling out of world
grain prices. Lower grain demand was
used to justify themyththat there were
rising surpluses of grain. This myth,
in turn, “justified” implementing farm
programs to lower farm production.
Lowered farm production *justifies”
allowing thousands of farmers to go
bankrupt.

It’s worth understanding how these
grain traders think. When the Danish
source had finished telling me how the
grain embargo had been broken, he
said: “This just shows that no country
can make laws that interfere with free
trade. The international companies will
find a way to get around it.”
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Report from BangkOk by Sophie Tanapura

How the Kra Canal can be financed

The Kra Canal, arecent seminar in Bangkok concluded, can be
built by pooling regional financial resources.

On Feb. 6-7, the Chulalongkhorn
University of Bangkok once again or-
ganized a conference to debate the
economic and financial feasibility of
aneventual Kra Canal, that would link
the Andaman Sea to the Gulf of Thai-
land across the southern “Golden Pen-
insula.” The organizer of the confer-
ence was Dr. Boonrod Binson, chan-
cellor of Chulalongkhorn University.

The conference was attended by
many Thai business, military, and
government leaders, reflecting the
growing consensus here that the Kra
Canal and the economic thinking be-
hind it are the alternative to depression
under conditions of global economic
collapse. Along with Dr. Boonrod, Dr.
Aoki of the Mitsubishi Research Insti-
tute of Japan, and Dr. Uwe Henke v.
Parpart of the U.S.-based Fusion En-
ergy Foundation, presented studies on
the economic feasibility of the canal,
emphasizing the opportunities for in-
dustrialization the canal would open
up in the entire region.

This is not the first time Dr. Boon-
rod has backed the canal project. Al-
ready back in the 1970s, he was work-
ing with K. Y. Chow, the Thai-Chinese
oilman who had, on his own, funded
the preliminary study of the Kra Com-
plex by the American engineering firm
Tippetts, Abbott, McCarthy, Stratton
(TAMS). On the verge of receiving
the green light from the Thanon Pra-
pass government, the project was then
thwarted, when the violent student up-
rising of 1973 led to the overthrow of
the government.

The canal project was, for all prac-

tical purposes, shelved until the Fu-
sion Energy Foundation (FEF) and EIR
brought it into the limelight again in
1983, when the American presidential
hopeful, Lyndon H. LaRouche, went
on an Asian tour and spoke at a Kra
Canal Conference organized by the
FEF and the Thai Communications
Authority. The FEF has since held
several conferences on the canal, both
in Thailand and India.

For Dr. Boonrod, the question of
how to finance the project is a signifi-
cant one, which demands a thorough
debate, as the amount needed for the
canal construction would easily ex-
ceed the total national annual revenue
of Thailand. Foreign capital, Dr.
Boonrod believes, would be readily
available for investment in the proj-
ect, should the international waterway
prove to be economically and finan-
cially feasible.

However, what concerns Dr.
Boonrod, as well as many Thai poli-
cymakers, is that local and regional
raw materials, labor, and technologi-
cal know-how should be utilized to the
extent possible, in order to maximize
the economic impact of the project al-
ready in the construction phase.

Dr. Boonrod also believes that a
large portion of the funds needed for
the infrastructure project could be
raised domestically. A corporation
should be formed according to Thai
law, he suggested. In line with the
idea of encouraging regional partici-
pation in the project, stocks and bonds
should be sold to investors from coun-
tries situated within a 3,000-kilometer

radius of the canal site. This would
encompass India, China, and other
developing countries of the region,
representing a total population of over
2 billion.

Promoting regional financial par-
ticipation in the infrastructure project,
as well as utilization of raw materials
and technological equipment from
countries in the region, would in itself
create quite a significant amount of
maritime traffic, thereby ensuring the
utilization of the waterway and its ports
in the initial phase.

For instance, let us suppose that
Thailand decides to import iron ore or
steel products from India. These would
have to be transported by sea. In re-
turn, Thailand would export her prod-
ucts to India. Let us again suppose that
for the excavation of the canal, Thai-
land chooses to import explosives from
China. In this case, Thailand would
also be exporting her products to
China. New trade patterns created be-
cause of the canal project, could al-
ready take place once the port facili-
ties have been developed and even be-
fore the canal has been excavated.

According to Dr. Boonrod, 51%
of the “Kra Canal Corporation” should
be in the hands of Thai investors. Re-
gional investors from within the 3,000-
kilometer radius should hold another
39% of the corporation’s shares; the
remaining 10% should be held by
investors from industrialized nations.
It is expected that only 16% of the total
canal construction fund would be
needed and would have to be raised
each year for the first five years, and
for the remaining five years only 4%
each year, with the aim of making the
canal operational at the end of the first
five years of construction. The re-
maining five years of the construction
would be devoted to development of
canal transportation and cargo-han-
dling facilities.
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BusinessBriefs

Public Health

Bavaria to take
measures against AIDS

Bavaria will be the first West German state
to introduce measures against the disease of
AIDS, the Bavarian cabinet announced at a
press conference on Feb. 25.

The planned measures call for testing for
AIDS of all public servants and prison in-
mates and a ban on blood and human organ
donors infected with AIDS. Police will con-
duct mandatory AIDS tests for all prosti-
tutes, homosexuals, and drug addicts. All
“clients” of male and female prostitutes
caught by police must be tested, and strict
police control of bordellos, gay bars, and
sex clubs will be enforced.

There will be an obligation for AIDS-
infected persons to inform their doctor or
sex partner, and fines and punishments for
all those who infect others with AIDS.

The Bavarian state government will
present an initiative for a national AIDS law,
and, if that fails, will introduce mass-testing
of all 12 million Bavarians.

There were immediately hysterical re-
actions to Bavaria’s action. Karsten Vilmar,
the head of the Federal Board of Physicians
of West Germany joined the unholy alliance
with Federal Health Minister Rita Suess-
muth, the Green Party, the Social Demo-
crats, and the AIDS Help groups, attacking
Bavaria. The Federal AIDS Help group in
Berlin demanded to boycott the Bavarian
places for testing and AIDS information
centers.

The ‘Recovery’

Voters’ greatest
concern is economy

The Iran-Contra scandal is not the foremost
thing on American voters’ minds. The econ-
omy is. So report congressmen from both
parties who recently held meetings with their
home constituencies.

14 Economics

A UPI wire Feb. 23 quoted several con-
gressmen: “Frankly, trade and health care
came up more than Iran-Contras” in meet-
ings with his constituency, said Kansas
Democratic Rep. Dan Glickman. “You un-
derstand that people out there have to sur-
vive, which means they have to contend with
the day-to-day difficulties of life.”

Sen. Jake Garn of Utah concurred: “It’s
simply a matter that in the scale of things,
they are far more interested in these pock-
etbook things and the domestic economy.
On ascale of 10, the economy and their jobs,
their pocketbooks, our own economic prob-
lems in Utah, would be a 10 where Iran
would be down at 1 or 2.”

Said Sen. Joe Biden of Delaware, “I think
[people] have already resolved they are not
being told the whole truth.”

East-West Trade

German Trilateraloid
hails Gorbachov’s ‘NEP’

A top German member of the Trilateral
Commission says he sees parallels to Len-
in’s New Economic Policy of the 1920s in
Gorbachov’s present economic policy.

In an exclusive interview with Deutsche
Volkszeitung, a newspaper controlled by the
German Communist Party, Otto Wolff von
Amerongen, a leading figure in Germany’s
industrialists’ association, stated thatif Ger-
man trade with the Warsaw Pact is to remain
stable, it would have to be “put on a higher
technology level.”

Amerongen especially welcomes Gor-
bachov’s decree on joint ventures with
Western firms as showing certain parallels
to “the 1920s, when there was something
similar. I welcome the fact that certain forms
of economic cooperation are being revived
now that were already introduced under
Lenin.”

However, to achieve a new level of Ger-
man-Soviet cooperation, Amerongen said,
the two countries cannot simply repeat the
forms of cooperation that followed the 1922
Rapallo Treaty. “We have to find forms dif-

ferent from those which were introduced after
Rapallo then. . . .” He was not more spe-

cific.
The Debt
Launch counterattack

on Vatican policy

Catholic and Protestant groups of various
stripes are leaping to the defense of the In-
ternational Monetary Fund, organizing op-
position to the recent Justitia et Pax Vatican
commission report on Third World debt. An
“Ethics and Economy” group has been es-
tablished in Gottingen, West Germany,
composed of leading economists and pro-
fessors, who are planning a conference in
September 1987 to oppose the Vatican re-
port, and the general philosophy of Joseph
Cardinal Ratzinger that economics must
above all be a “moral” science.

One influential in these circles told EIR:
“Ratzinger’s attacks on Adam Smith and the
free economy were a mistake. We’ve been
engaging him since in a learning pro-
cess. . . . [ doubt the Vatican really under-
stands the IMF problem. To us, the most
moral idea is to change the economic order
of the debtor countries.”

The Catholic side is typified by West
German-based Dominican Father Streitho-
fen. “I’ve been reviewing the Jan. 27 Vati-
can document on debt, and I think it’s a little
crazy,” he told EIR.

German, Austrian, and Swiss Domini-
cans are involved, as are the Institute forthe
German Economy in Cologne; the Konrad
Adenauer Foundation near Bonn; and var-
ious economists, social scientists, and the-
ologians. “We also work with the group of
William Simon and Michael Novak at the
American Enterprise Institute” in Washing-
ton, said one source.

Among Protestant (Lutheran) circles, the
key inspiration is Prelate Binder of Bonn,
who has set up a “working group on ethics
and economics” in the Ministry of Econom-
ic Affairs, and who is working very closely
with the number-two man at the Ministry,
Dr. Schlect. Binder wants to counter “at-
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tacks on our economic system by members
of the Church, who don’t understand our
system.”

Industry .

Japanese steel giant
in major cutbacks

The world’s largest steelmaker, Nippon Steel
Corp. of Japan, revealed Feb. 13 a severe
“rationalization” plan, which will shut down
five blast furnaces and cut back 19,000 em-
ployees over four years, the Japan Times
reported Feb. 14.

Nippon Steel executives, who adopted
the plan at an emergency board meeting Feb.
12, said the plan will enable the company to
ensure a high level of competitiveness on
the world market by 1990, if the yenremains
at 150 to the dollar. The plan will cut oper-
ating costs by 25%. However, the plan will
devastate the company’s workforce of
65,000 and the economies of several parts
of Japan.

Nippon now operates only 12 blast fur-
naces. Output will be lowered to 24 million
tons by 1990, as compared to 27.98 million
tons in 1985. Shutting down the five fur-
naces will reduce the company’s crude steel
production capacity by 10 million tons from
its current 34 million ton capacity.

Nippon executives estimated that Ja-
pan’s annual steel output in 1990 will be 89-
90 million tons, compared with 96 million
tons this fiscal year.

Some 6,000 workers will be transferred
to non-steelmaking divisions of Nippon
Steel, and some 9,000 are expected to leave
the company.due to retirement or “personal”
reasons. The remaining workers will be re-
trained so they can find other work.

Leaders of Nippon’s trade union in Ka-
maishi, where the furnace is to be shut down,
told the Japan Times that the company plan
is “totally unacceptable.” Some 2,300 sub-
contractors at the mill also face job loss.
Some 14,000 of the city’s 59,000 popula-
tion are directly or indirectly dependent on
the plant for a living.
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The U.S. Budget

Plan to ease
Gramm-Rudman

House Budget Committee chairman Wil-
liam Gray is leaning toward support of a
plan to ease the Gramm-Rudman mandate
that the deficit be reduced to $108 billion in
the next fiscal year, UPI quoted a source
close to Gray Feb. 23.

The source said it was a “good possibil-
ity” that Gray would join Rep. Willis Gra-
dison (R-Ohio) in asking legislators to dis-
card the $108 billion goal, working to lop
between $36 billion and $40 billion from the
budget for the year beginning Oct. 1.

Senate Budget Committee chairman
Lawton Chiles told a news conference, “I
have never felt that there was a magic in
$108 billion. It’s a great target. I wish there
was some way we could get there.”

Space

Soviets scientists
visit India

A team of top Soviet scientists, led by Soviet
Academy of Sciences President G.A. Mar-
chuk, was scheduled to arrive in New Delhi
Feb. 23 for a 10-day visit, the Hindustan
Times reported Feb. 19. The team will meet
with the Indian Planning Commission and
other groups. Two top space scientists, Val-
entin Koptyug and Roald Sagdeev, are part
of the 17-member delegation.

Discussions will focus on a proposal for
an international center for space research in
India. The research center was proposed by
Soviet General Secretary Mikhail Gorba-
chov during his November visit to New Del-
hi.

Areas of cooperation to be discussed in-
clude biotechnology, lasers, cryogenic
technology, power, computer technology,
and micro-electronics. Joint commercial de-
velopment and exploitation of new technol-
ogies are on the agenda. The long-term pro-
gram will involve thousands of scientists.
Details are to be finalized in May.

Briefly

@ JAPAN bought half the total free
world production of gold in 1986.
Japanese imports for the year reached
a record 608 tons, more than three
times the previous record of 197 tons
in 1985. The Japanese say it is for a
commemorative Emperor Hirohito
coin, but certain analysts speculate
that Japan may be building its central
bank reserves.

@® ED KOCH, the mayor of New
York, came out against a City Coun-
cil resolution declaring AIDS a com-
municable disease. “AIDS is a terri-
ble disease for those who suffer from
it, but labeling AIDS as a communi-
cable disease might only make their
suffering worse,” said Koch. “In the
normal sense of the word, AIDS isn’t
communicable.”

@ SALOMON BROTHERS part-
ner Thomas Enders, former assistant
secretary of state for inter-American
affairs, dined with one of Mexico’s
top drug-bankers during his visit to
Mexico in mid-February. Arcadio
Valenzuela, investment manager for
jailed drug-runner Rafael Caro Quin-
tero, was among the “honored” guests
at a dinner in Enders’ honor.

@ THE INTERNATIONAL Cof-
fee Council opened a week-long
meeting in London Feb. 22 to discuss
the introduction of export quotas. The
price of coffee continues to fall steep-

ly.
@ BIOTECHNOLOGY is a “top

priority” in the Comecon’s “compre-
hensive program of scientific and
technical progress through the year
2000,” says the latest issue of the So-
viet monthly International Affairs

(No. 1, 1987).

@ HOUSTON jail inmates are test-
ing positive for AIDS at a rate near
40%, according to the results of test-
ing conducted on nearly 400 pris-
oners. The prisoners were all volun-
teers, who may therefore have had
reason to think they had the virus.
Nothing is currently being done to
isolate them from other inmates.

Economics
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Brazil moratorium
sinks International
Monetary Fund

by Robyn Quijano

Since Brazilian President José Samey declared a debt moratorium on Feb. 20,
Ibero-America’s largest debtor has eliminated the “aura of power” of the Interna-
tional Monetary Fund (IMF), which has, for the last decade and more, dictated
economic prescriptions designed to kill the patient. Perhaps more significant than
that, Brazil’s action has taken the conscience of the world hostage, forcing a long
overdue debate on morality and economics which was more politely advanced 20
years ago by Pope Paul VI in his encyclical on the urgency of developing the Third
World, Populorum Progressio. .

Because governments of the industrialized West did not heed the Pope’s warn-
ing in 1967, millions have died of starvation, while now AIDS, the Black Death
of the 20th century, is threatening entire continents. Brazil is one of the most
devastated victims of the AIDS epidemic worldwide, with the highest number of
officially reported cases outside the United States.

While U.S. Federal Reserve chairman Paul Volcker, who set of f concentration
camp-style looting of the developing world with his interest-rate hikes in 1979,
has claimed that the bank’s negotiators are suffering “battle fatigue,” he has
prepared total warfare against Brazil. He is trying to bash bankers into line to cool
out the other debtors, to isolate Bx.'azil, to move in for the kill. Already Argentina
has been given a $500 million emergency loan to assure no “debtors’ club” devel-
ops. Mexico, which has been promised over $7 billion since September, is being
promised March delivery. But even if the banks get into line and come up with
fresh money for all the troubled debtors, the governments that have bowed to the
IMF’s genocidal austerity, will have trouble hanging on to political power.

The Catholic Church has clearly defined the issue as human life before debt.
Brazil has defined the issue as one of national sovereignty and morality. And Ibero-
America is a Catholic continent, with Brazil’s the largest and most successful
economy. Already nationalist military, trade union, political, and industrial layers
are mobilized throughout the continent to follow Brazil’s example.

While most bankers are constitutionally incapable of debating morality in
economics, except to determine that no such category should exist, governments
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have responded to both the Vatican and Brazil’s eloquent
plea to create a new economic order, and to solve the debt
crisis for good instead of just papering it over. In the days
since the debt moratorium was declared, both Japan and Italy
have extended new credits, and French Premier Jacques Chir-
ac has criticized the International Monetary Fund, and sub-
mitted the Vatican document on “An Ethical Approach to
World Indebtedness” (see pages 28-31) for the study of his
€Conomics ministry.

On the other hand, U.S. Treasury spokesman Robert
Levine commented only. “If the idea works, they could bring
down the system. Do you think we are going to let that
happen?”

Brazilian Finance Minister Dilson Funaro is traveling
throughout the capitals of the industrial countries to explain
why his nation—the eighth-largest economy in the Western
world, with a land area greater than the continental United
States, and a population of 140 million, a section of which
has a 40-year life expectancy—had to change the rules of the
game.

Funaro is talking to governments, not to bankers. He is
bringing a moral message, and a message of sanity. Only
debt relief will allow the advanced-sector countries to export
to the developing sector. Funaro has let the creditor govern-
ments know that he does not intend to stop being part of the
international economy, but rather is putting “conditions” on
Brazil’s participation in it. He stated on Feb. 26 that he
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Peru’s President Alan
Garcia (left) is received by
Venezuelan President
Jaime Lusinchi (right),
during a January 1987
visitto Caracas. Both
Garcia and Bratzilian
President José Sarney
have cited recent Vatican
statements on the debt, to
‘= explain their rejection of
= the IMF s conditions. Will
the rest of Ibero-America
follow their courageous

Z example?

-
]

intends to purchase $10 billion worth of goods for the indus-
trial sector this year, and will concentrate investment on the
creation of infrastructure.

“Brazil does not need [IMF] monitoring. It has the third-
largest trade surplus in the world, and a lower public-sector
deficit than most of its creditors,” said Funaro. The problem
in Brazil, he said, lies “abroad, with foreign creditors who
ripped up a 20-year consensus on development when the
Mexican debt crisis first broke in 1982. The credit freeze
reversed the flow of funds to such an extent that Brazil, in the
past four years, has paid out $45 billion, while receiving in
return only $11 billion.”

“There is a confusion in the discussion,” he noted. “Who
raised the interest rates, who changed the rules? Not Brazil.”

Excelsior, Mexico City’s most prestigious daily, warned
that the risks of the present crisis are greater for obstinate
creditors than for Brazil, since a hard line will intensify the
solidarity of all Ibero-America with the Brazilian cause, and
will trigger a nationalist awakening. “It should above all be
clear that each time a nation declares itself in moratorium, it
multiplies its capacity to import, precisely because it stops
using its resources to pay an absurd debt and dedicates it
instead to encouraging investment. . . . If later other coun-
tries should follow its example, what would be created in
Ibero-America would be an enormous expanding market that
would absorb abundant goods and services from the indus-
trialized North. A little later, with the basic balance of our
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economies reestablished and growth renewed, we could re-
turn to servicing the debt. This is the path that would benefit
both the North and the South, but political clarity unfortu-
nately does not appear to be an attribute of the rich countries.”

When U.S. economist Lyndon LaRouche put forward his
Operation Judrez program in 1982, he defined the interest of
the advanced sector just as Excelsior does today. It is clear
that the collapse of markets in the Third World also wrecks
the industrialized nations. But LaRouche wrote that if the
United States refused to act rationally, Ibero-America could
survive by freezing debt payments, and organizing acommon
market to become an economic superpower.

That common market is mapped out in a book written last
year by the Schiller Institute, /bero-American Integration,
One Hundred Million New Jobs by the Year 2000. The book,
sold in Ibero-America, and exclusively printed in English in
this magazine’s Operation Judrez series, spelled out the po-
tentials of the common market, and measured the “illegiti-
mate” debt of the major debtor nations. It demonstrated that,
because of overcharge on interest, Brazil now owes $33.2
billion more than it should. If the terms of trade had remained
at 1977 levels, Brazil would have also saved $91 billion. If
capital flight had not occurred, by 1983 Brazil would have
paid the entirety of its debt. By 1985, Brazil would have had
a surplus of $58.5 billion.

Audit the illegitimate debt

Funaro announced that his government will begin an au-
dit to determine what portion of Brazil’s debt is illegitimate.
Brazil owes $27 billion more than it would have owed, if
interest rates had remained at “traditional levels,” said Fu-
naro. Were it not for Volcker’s usury, and the $1 billion
Brazil has paid in commissions alone to international banks
for the favor of renegotiating debt, Brazil would owe only
$80 billion, he said. In the last five years, Brazil has paid the
banks $55.8 billion in interest alone, and still owes $108
billion!

Funaro questioned the legitimacy of the billion dollars in
commissions, noting that since he took over the finance min-
istry he has paid none.

The audit will uncover corrupt officials known for stuff-
ing Swiss bank accounts with their own commissions. On
Jan. 26 Deputy Hermes Zanetti, of the ruling PMDB party,
from Rio Grande do Sul, charged that as much as $20 billion
was deposited into private accounts in Switzerland, a product
of dirty deals around the debt. “If the guilt of ex-ministers in
economic areas is proven, they should be punished, because
those are crimes against the public,” said Zanetti.

Ex-Minister of Planning Delfim Netto has denied that he
is afraid of an audit.

Brazil’s investigation follows moves by Peruvian Presi-
dent Alan Garcia to clean out corrupt officials who, for per-
sonal profit, handed his nation over to foreign predators. The
recent indictment in Peru of David Rockefeller’s favorite

18 Feature

banker,, Pedro Pablo Kuczynski, co-president of First Boston
International, for defrauding Peru of $800 million in 1980,
when he was energy and mines minister, set the tone for
Funaro’s move. :

According to the Financial Times of London, “unlike so
many of his predecessors, Mr. Funaro is not a wheeler-dealer
pragmatist.” He is nicknamed *“the Messiah,” reflecting “re-
spectful awe and barely-concealed alarm at the minister’s
apparent utter conviction as to the justice of his cause. Many
believe that his courageous and apparently successful battle
with cancer of the lymph glands, has reinforced in him a
sense of being the man chosen by destiny to lead his nation
from debt enslavement.”

Garcia and Brazilian President Sarney, both deeply reli-
gious Catholics, have cited Pope John Paul II and the docu-
ment of the Vatican’s Commission Justitia et Pax, in their
battle to place human life above debt payment. The recent
Vatican document on debt not only placed the blame for the
misery and bankruptcy of the Third World on the IMF and
usury; it also criticized poor countries’ “negligence” in per-
mitting “fiscal fraud, corruption, monetary speculation, and
private capital flight”—evils Brazil and Peru are moving to
clean up as they rebuild their economies.

Great projects and a regional currency

Little by little, the debtors’ front is forming, Peru’s Pres-
ident Garcia told a group of foreign correspondents on Feb
24. “We are on a path of no return.” There are no longer any
in-between arrangements for the debt problem, he told them;
it is impossible for the debtors to pay under current condi-
tions. A specific dilemma exists: Either you pay, or you grow
economically. Foreign credit is “a myth,” because as every-
one knows, more currency leaves Latin America than enters.

Garcia outlined five phases in the battle for a debtors’
cartel. The first phase—bilateral negotiations—created a
“front of frustrated negotiators.” The second step—unilat-
erally limiting payments—was begun by Peru. Brazil has
now joined, and “I am sure others will make the same deci-
sion,” he said. Because of Brazil’s economic weight, its
decision has “enormous importance,” and ‘“can open a much
wider road than Peru could.” The next step must be the
adoption of “a macro-economy without misery for all the
peoples of Latin America. That is,” Garcia said, “seeking
forms of non-IMF macro-economic development,” which
avoid the worsening of “structural defects, centralism, bur-
eaucratism,” and the amassing of “rentier wealth.” Then, the
fourth step will be to relaunch the development model of each
one of our countries, as in the decade of the ’50s and ’60s.
The fifth phase will be “economic, political, and moral union,”
where Latin America will arrive sooner or later, to break its
vicious cycle of poverty, Garcia concluded.

The following day, Peru’s foreign minister, Alan Wag-
ner, announced that President Garcia will meet with Presi-
dent Sarney as soon as possible. The foreign ministries of
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both countries are now working to coordinate a date for an
‘“Amazon summit,” whose agenda will include trade relations
in the context of the Amazon Cooperation Treaty, the col-
lapse of border trade, and needed road connections between
the two countries.

Days before, Garcia had announced the discovery of huge
gas deposits, the equivalent of 1.2 billion barrels of oil, in
Ucayali, in the southern jungle region. He said that a pipeline
could be built to Brazil, whose key vulnerability is its lack of
energy self-sufficiency.

Brazil must turn to Ibero-America for trade, and provide
an “umbrella” for other countries which become disillusioned
with the IMF accords, the secretary of international relations
of the Brazilian Democratic Movement Party (PMDB), Dep-
uty Fernando Gaspariat, said Feb. 23. “The crisis now begins
to affect all at the same time,” he said, “and will bring about
a better understanding than ever before.” Brazil must change
business partners, and reactivate trade with Ibero-American
countries to prepare for possible reprisals, he argued. Vene-
zuela, for example, was once Brazil’s principal oil supplier
and could become so again, if Brazil exported cars and other
products in return. In this way, Brazil’s position on the debt
could create bends of solidarity with the rest of the continent.

To facilitate just such a common-market approach, Fu-
naro ordered studies into how a regional currency could guar-
antee imports at levels necessary to maintain economic de-
velopment and normal supplies, even during the exchange
crisis. The central bank’s director of foreign affairs, Carlos
Eduardo de Freitas, and the executive secretary of the Cus-
toms’ Policy Commission, José Tavares de Araujo, who have
been working on the possibility, were given six months to
come up with a plan. Tavares is “optimistic” about the pos-
sibilities of regional trade. Peru’s Garcia has been working
for such a currency for over a year.

The new currency was one of the main issues which
Funaro discussed with Brazilian business leaders who were
worried about a possible cutoff of supplies of oil, raw mate-
rials for the pharmaceutical industry, and other items not
produced inside Brazil, after the moratorium. The National
Federation of Industries (CNI) backed the government, after
meeting with Funaro. “The suspension of dollar payments on
the interest of the foreign debt . . . was a just decision that
could not be postponed, based on the exercise of national
sovereignty, to avoid recession and preserve internal condi-
tions of social and political stability,” the CNI document
states. The country could not withstand a new round of un-
employment, “which would inevitably follow a drop in pro-
ductive activities, if the orthodox route of generating trade
surpluses at all costs to cover debt service, was followed.”

CNI President Alvaro Franco, who presented the docu-
ment to Funaro, attended the December 1985 conference at
Rome’s Urbaniana University, where Joseph Cardinal Rat-
zinger delivered his famous address on “Economics and Mo-
rality.” -
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Brazilian Finance Minister Dilson Funaro announced
on Feb. 25 that his government would begin an audit
to determine what portion of Brazil’s $108 billion for-
eigndebt is legitimate. He calculated that, had the U.S.
Federal Reserve not jacked up interest rates starting in
1979, the debt would have been $27 billion less.

Readers of EIR’s “Operation Judrez” series know
that the actual situation is even more shocking: In an
equitable environment, Brazil today would have no
debt at all! Brazil has suffered acutely from shifting
terms of trade since 1977, paying $12.8 billion more
for its imports because of their higher prices, and re-
ceiving $78.5 billion less for its exports, whose values
have declined. Adding to this the savings Brazil would
have accrued from stable interest rates and the elimi-
nation of flight capital, would have enabled Brazil to
pay off its entire debt by 1983. (See EIR, Oct. 10,
1986, pp. 16-21.)
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A new era begins as Brazil
collapses world banking system

by Lyndon H. LaRouche, Jr.

The following statement, by 1988 Democratic presidential
candidate LaRouche, was released to all international news
serviceson Feb. 21.

At 2030 hours, on Friday, Feb. 20, 1987, the government of
Brazil broke the political power of the International Monetary
Fund, bringing the hopelessly bankrupt world banking sys-
tem to the brink of an overdue collapse. This act of patriotic
political will by the government of Brazil, closes the curtain
on an entire era. A new era has begun.

Addressing a nationwide Brazilian television and radio
audience at that time, Brazil’s President José Sarney an-
nounced, that the government of Brazil is “suspending pay-
ment on the interest of its foreign debt.” Mr. Sarney stated at
the outset, that his decision had been reached with the com-
bined forces of all Brazil’s “ministers of state, the president
of the Supreme Federal Tribunal, the presidents of the House
and Senate,” and “the head of the Chiefs of Staff of the Armed
Forces.”

Anyone who imagines that Brazil is bluffing, is suffering
adangerous delusion. This was a collective decision of Bra-
zil’s elites. These elites resolved that this action was taken as
a matter of the nation’s national security, and that any Bra-
zilian who opposes these measures from the standpoint of
General Vernon Walters or Henry A. Kissinger will be judged
accordingly. The address announcing the policy contains
several other crucial internal features which will send shud-
ders down the spines of wiser circles among the OECD gov-
ernments and financial markets.

The key policy formulations contained within the address
include a number of the same axiomatic points elaborated in
my widely-circulated, August 1982 Operation Judrez. The
announcement also contains a signal reference to recent state-
ments on monetary reform by Pope John Paul II. “We are
going to negotiate a solution for amortizing our debts within
parameters which do not compromise national develop-
ment.” “Indebtedness must not harm the basic living needs
of a people.” “Brazil had [in the past] to resort to the Mone-
tary Fund under circumstances that are well known. Today
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this is not the case.” “We will tolerate no treason against the
country on the pretext of criticizing the government [on the
matter of this decision].” '

The historical irony of the international situation trig-
gered by Brazil’s decision, is that I am the only leading
political figure of Western Europe.or North America who
understands this crisis, and knows the courses of action which
must be taken to overcome it. Unless the U.S. President takes
immediately those emergency actions which I prescribed for
such a development, during 1982 and 1983, the entirety of
the international banking system will be plunged into a chain-
reaction collapse far worse than that of 1931-32. Not even
the Swiss banking system could resist the tidal wave of finan-
cial collapse. Either all of the previous monetary and eco-
nomic policies of the Nixon, Ford, Carter, and Reagan
administrations are swept aside, and replaced with the emer-
gency measures I have proposed in such documents as the
widely-circulated Operation Judrez, or, it is a virtual certain-
ty that 1987 will be the year of the greatest international
financial collapse in modern history.

Admittedly, Brazil’s foreign debt represents merely an
approximate one percent of the total mass of international
debt involved. During the 1970s, the financial systems of
Europe and North America could have absorbed a shock the
size of the Brazil debt moratorium. As a result of policies
adopted by the United States in October 1979, and the Kis-
singer policies which President Reagan adopted in response
to the debt-crisis of 1982, the international financial markets
are now so rotted out, that those markets in their present form
can not tolerate the ripple effects set radiating throughout the
world by this new development. The accumulation of “junk
bond” paper, and paper linked to “off-balance-sheet lend-
ing,” has transformed the international financial markets into
a “pack of cards.” A blow of the force of the Brazil action is
sufficient to cause the whole deck to collapse. .

The relevant gentlemen of North America and Europe’s
governments, political parties, and financial institutions, have
more than sufficient power to reject my proposed emergency
actions. However, should they reject my standing proposals,
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as democratically or dictatorially as they might choose, they
will have chosen the worst financial and economic collapse
in modern history.

A few years ago, leading executives of a powerful Euro-
pean banking consortium conveyed the following opinion of
my Operation Judrez to me through a top official of their
consortium. “What you propose will work. However, we
don’t like it much, and therefore we will oppose it.” Some
financial officials, such as these, are by no means as siupid
as the key executives of Citibank have shown themselves.
Those who are not stupid will now have to reconsider my
policies, as the only available alternative to the chain-reac-
tion collapse of their financial system as a whole.

With Friday’s actions by Brazil, an era has come to an
end. The U.S. and Western European economic and mone-
tary policies of the past 20 years are finished. Before us, there
are only two roads leading into the future. If the actions I
have proposed are taken, a new monetary system and a gen-
eral economic recovery are the future. If those options are
rejected, the United States and Western Europe, in particular,
are on a steep downhill path to a disaster beyond the imagi-
nation of all but a tiny minority of experts.

Whatever happens, each of you is now living in a period
of history unlike anything in the experience of any living
person. For people like Henry A. Kissinger and his circles,
this is Goterddmmerung, the fall of the gods of Mount Olym-
pus. For all of us, the decisions which must be made in these
days, weeks, and months, will shape life on Earth for 50 to
100 years still to come, and probably far beyond that. “Or-
dinary times” are a thing of the past. So-called “practical
experience” of politicians and political parties has now be-
come worse than useless.

Exactly what choice of road will be made, no one can
predict. That depends on political decisions of governments,
primarily, and, to a lesser but very significant degree, on
private decisions of financial and other powerful private in-
stitutions. Which road will be chosen, and how fast events
will move down the chosen road, are, within outer limits,
matters determined largely by such political and kindred pol-
icy-making decisions. So, precise predictions, in terms of
exact days, weecks, or months, can not be made without
knowing in advance what political decisions will be made on
choices available at each point in the process.

Even so, some very good, and very necessary estimates
can be made. If governments and bankers attempt, stubborn-
ly, to maintain the monetary and economic policies which
have failed, the most governments could do would be to slow
down the rate of collapse slightly, and for only a short period
of time. If we choose the other road, the range of policy-
choices we have during the weeks and months just ahead is
very limited. Thekinds of choicesare very limited in number,
and the time available to choose them is a matter of days or
weeks before a full-scale catastrophe strikes.

The situation should be compared to the case of a man
falling from a plane. Itis a matter of his “free choice” whether
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Lyndon H. LaRouche, Jr. A statement by him on Brazil's debt
moratorium was excerpted in the daily Correo Brasilense, which is
read by all government officials in Brasilia.

he opens his parachute or not. All of us are forced to make
decisions that many of us do not wish to be forced to make.
We are forced to decide now, not after the months of debate
and compromise most would prefer. If we do not like to be
forced to make such clearly defined choices now, we should
have thought about that years ago, when we chose to adopt
or merely tolerate the monetary and economic policies which
have created the present crisis-situation, step-by-step, over
approximately the past 20 years.

As President Sarney’s address of Friday evening points
to this fact, Brazil’s moratorium on interest payments was
that government’s voluntary choice. Yet, it was not a matter
of arbitrary choice. They had seen the decision coming for
about four-and-a-half years, and had slowly prepared them-
selves to be ready to make such a decision. Events had reached
the point, at which they saw no existing, acceptable choice,
but to act on that decision for which they had prepared them-
selves over the past four years. We have entered a period of
crisis, in which the range of policy-choices is very limited,
and in which the time allowed to debate such choices is
almost nonexistent.

Only leading men and women who have the combined
knowledge, concentration-span, and capacity to make Earth-
shaking sudden decisions, are qualified to lead the world
through that long-awaited crisis which erupted this past Fri-
day evening.
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French premier backs
Vatican on the debt

Coinciding with Brazil’s declaration of a debt moratorium,
French Premier Jacques Chirac has joined with Pope John
Paul II to support the effort of developing-sector countries to
achieve a just solution to the debt crisis. Speaking at a meet-
ing of the American Chamber of Commerce in Paris on Feb.
19—the day before the Brazilian moratorium was an-

nounced—Chirac denounced the “hypocrisy” of the credi- -

tors, and criticized the role of the International Monetary
Fund (IMF) in “destabilizing” the world’s governments.

Four days later, French Agriculture Minister Francois
Guillaume met with the Pope at the Vatican to discuss a
“Marshall Plan” for development of the Third World coun-
tries, in the spirit of the new document of the Vatican’s
Justitia et Pax Commission, “An Ethical Approach to the
International Debt Question.” The Pope designated Roger
Cardinal Etchegaray of Justitia et Pax, a Frenchman, to pur-
sue the initiative; French Economics Minister Edouard Bal-
ladour, in turn, submitted the Vatican’s document to his staff
forstudy. Balladour, in an interview with Paris-Match mag-
azine published Feb. 27, explained: “I have a moral convic-
tion: We have duties toward them [debtor nations]. These
countries have to help themselves, but we have to help them
too, especially those which are often indebted because they
were forced to be.”

Chirac’s move is the first by a top-ranking Western leader
in support of Brazil. It represents a policy shift of potentially
far-reaching import; for while Chirac has been a strong par-
tisan of the Western alliance against the “decouplers,” and
has carried out a tough anti-terrorism campaign, still his
economic policy has been a disaster—closer to Margaret
Thatcher than to Charles de Gaulle.

Jacques Cheminade, the chairman of the European Labor
Party in France (POE) and a collaborator of Lyndon La-
Rouche, declared upon hearing of Chirac’s moves: “The
suspension of Brazil’s interest payments on its foreign debt
is the decisive shock which will force Western leaders to
confront their responsibilities. We are convinced that France,
strong because of its industrial achievements in the years of
de Gaulle and Pompidou, independent because of its force de
frappe [nuclear deterrent] and its advanced research capabil-
ities, can and must be the OECD country which dares to seize
this opportunity. The Marshall Plan of Frangois Guillaume
and Jacques Chirac is an essential step in this direction, and
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we support it totally.”

Chirac, in his speech to American businessmen, took up
the moral theme of the Vatican documents. “How may we
define values presented as in conformity with the dignity of
man, and at the same time let countries die of despair and
starvation?” he asked. He characterized this attitude as “ir-
responsible and unworthy of the values we want to defend.”
Criticizing the “hypocrisy of the creditors,” he said that it
was in the political interest of the democratic countries “to
find the means to prevent a deterioration of the debt of these
countries. . . . It is time to stop the hypocrisy and assume
our responsibilities toward those populations, not merely
wait for readjussment procedures proposed by the IMF, whose
inevitable result is the destabilization of political regimes and
more misery, and whose efféect is to bring countries back to
economic equilibrium to allow them to borrow tomorrow,
for the greater profit of big Western bankers.”

The concept of a Marshall Plan

Chirac has long had the idea of a “Marshall Plan” for the
Third World under consideration, according to reports in the
French press. In 1975, he proposed a system for the “moral
use” of surplus petrodollars, which would make it possible
for oil-producing countries to issue long-term loans at low
interest rates to the poorer nations, with the industrialized
countries of the North providing the human and technical
resources needed in the South.

Agriculture Minister Guillaume, in a Feb. 21 interview

in France-Soir, explained the idea of making the surplus food

stocks of the European Community available for Third World
countries where people are starving—in opposition to the
current EC policy of reducing agricultural production. He
proposed that the EC stop subsidizing grain sales to the Soviet
Union, but sell at standard prices, using the profits to provide
food aid to the Third World.

“There is something which is shocking to me,” Guil-
laume added. “I am a farmer, and a farmer is one who pro-
duces. As a farmer, I was forced to reduce milk production
by quotas. . . . This gulf between countries that are stock-
piling, reducing production, and the countries whose popu-
lations are starving, is unacceptable for a farmer, and for a
man who has a humanitarian sense. . . . I thought that the
moral authority of the Pope, which is unquestionable, and
his dynamic personality, could help things move for-
ward. . . .

“Let’s take the example of the Marshall Plan after the
war. The effort of the United ‘States on behalf of Europe was
considerable. And the United States benefited from this, be-
cause Europe did develop herself. From this initiative, the
Western world could draw a political advantage, in the noble
sense of the word. . . . We will have helped a country to
start its development, and there are greater chances it will
look to the West rather than to the East. For the moment, it
is looking toward the East.”
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African leaders may
link up with Brazil
by Mary Lalevée

While African nations’ debt is far smaller than that of the
Ibero-American nations—an estimated $250 billion for the
entire continent south of the Sahara—but given the fragile
and underdeveloped state of Africa’s economies, it repre-
sents a crushing burden. Debt service alone is now consum-
ing 20-50% of the GNP of most African countries, and this
year’s chairman of the Organization of African Unity (OAU),
Congo’s President Denis Sassou Nguesso, told European
leaders on his recent tour that “Africa is producing solely to
repay debt.”

The World Bank’s report on African debt, published in
January, describes the debt as “an enormous and painful
problem,” getting worse every day, and this despite no fewer
than 87 rescheduling agreements with 22 African countries
since 1975. According to the World Bank, African nations
were behind in interest payments alone to the tune of $4
billion per year. “These countries’ arrears are now over $12
billion, representing more than 20% of their medium- and
long-term public debts,” according to the report.

For once, the World Bank does not blame *“mismanage-
ment” or “corruption” on the part of African governments for
this disastrous situation, but correctly describes the main
cause of the problem as the drastic fall in the price of Africa’s
export products. The report says that the situation in Kenya,
Sudan, Nigeria, Cote d’Ivoire, Zaire, and Zambia is “wor-
rying.” So “worrying,” that for the first time ever, the presi-
dent of the World Bank, Barber Conable, made a two-week
tour of Africa south of the Sahara. Increasing discontent in
countries that have faithfully followed the prescriptions of
the International Monetary Fund and World Bank, and in-
creasing African awareness of the debt fight in Ibero-Amer-
ica, could mean that more African nations break with the
IMF and follow the examples of Peru and Brazil, in limiting
or postponing debt payments.

The Ibero-American model

African efforts over the last five years to apply IMF med-
icine have not been rewarded: Zaire, regarded as the “IMF’s
model pupil,” followed the example of Peru’s President Alan
Garcia last November, and imposed a 10% maximum on the
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amount of export revenues that could be used for debt serv-
icing, and issued a government declaration attacking IMF
methods.

Now, steps are being taken in Africa to link up directly
with the Ibero-Americans on the debt question. President
Mobutu of Zaire has just completed his first trip to Ibero-
America, visiting Brazil Feb. 16:19, shortly before that
country’s Feb. 20 announcement of a moratorium on pay-
ment of interest on its foreign debt. President Mobutu then
went to Argentina for two days, then on to Washington.
Before returning to Kinshasa, he was due to stop in Paris and
Bonn. According to the French newsletter Lettre d’Afrique,
African debt was going to be the main issue of his talks. The
newsletter wrote in its Feb. 9 issue, that African leaders had
begun “an all-out mobilization to find a solution to the diffi-
cult problem of external indebtedness of their continent.”

Another part of this mobilization was the three-week
European tour by OAU chairman Nguesso. On Feb. 9 he
arrived in Paris, followed by visits to Brussels, London, and
Madrid. According to French sources, Nguesso intended to
discuss the question of African debt with European leaders,
and to try and win support for the idea of a special interna-
tional conference on African debt. Little was said publicly
on the debt issue, but Radio France International commented
that it seemed he had received little supportfor his proposals,
with most European leaders telling him they thought they
were already doing enough to help ‘Africa.

‘Rebellion’ against the IMF

Anger at IMF policies was expressed at a meeting on Feb.
14 of ministers from the West African “franc zone” countries
(Benin, Burkina Faso, Céte d’Ivoire, Mali, Niger, Senegal,
and Togo). A news report from the meeting in Yamoussou-
kro, Cote d’Ivoire, where the meeting took place, quoted one
minister present saying that there had been a “joint rebellion
against the IMF and the World Bank.” The ministers called
for “new relations” with international financial bodies, say-
ing there was a need for “policies which promote economic
growth.” Hinting strongly at a break with the IMF and World
Bank, the ministers said they had discussed ending all bilat-
eral talks with these two institutions.

The fall in the prices of Africa’s exports has been aggra-
vated by the fall in value of the dollar (most of Africa’s
exports are priced in dollars). For the first time at the begin-
ning of February, an official of Cdte d’Ivoire spoke publicly
of his government’s concern about the effect of accelerated
fall of the dollar on the economies of Third World countries.
The Lettre d’Afrique reports that business circles in Abidjan
have stressed that while the fall in the dollar reduces that part
of the country’s debt denominated in dollars, the negative
effects are far worse. Cote d’Ivoire is losing 800 billion CFA
francs (approximately $3 billion) because of the dollar’s de-
cline, as 80% of the country’s exports (especially cocoa and
coffee) are priced in dollars.
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Mexico

People with Brazil,
President with banks

by Hugo Lépez Ochoa

“We do not want to embark on economic warfare adventures
or sterile international controversies,” the President of Mex-
ico, Miguel de la Madrid, told members of the Confederation
of Workers of Mexico (CTM), who were meeting to celebrate
the 105th anniversary of the union’s founding on Feb. 26.

This was his answer to the popular outcry in favor of the
formation of an Ibero-American “debtors’ club,” an outcry
which has been building since the historic decision of Brazil-
ian President José Samey to suspend indefinitely the interest
payments on his country’s foreign debt. The Mexican head
of state waited five days to react to Brazil’s courageous ac-
tion.

Not accidentally, the first voice raised in Mexico in sup-
port of Sammey, came from the Catholic Church. On Feb. 21,
while announcing that Pope John Paul II was invited to visit
Mexico in 1988, Cardinal Emesto Corripio Ahumada, Arch-
bishop Primate of Mexico, said: “The suffering of the people
as a result of the burden that payment of foreign debt means
for the country, can be an element, from the religious stand-
point, to consider seeking a suspension of payments.” Like
President Sarney, the Mexican cardinal cited a document on
debt recently released by the Church (see page 28). “We
Mexicans have to analyze the particular situation of the coun-
try, and see whether in Mexico the conditions are being
fulfilled which the Pope considers to state that the debt is
unpayable if one does not commit a crime against the neces-
sity of development of peoples,” he said.

Then he warned that “the pressure on Mexico is greater
than in the case of other Latin American countries,” and
asked, “How far is Mexico from those it owes, and how far
is Brazil?” The answer came from Sen. Faustino Alba Za-
vala, secretary of the CTM union, on Feb. 25: “Mexico must
head up a Debtors Club of Latin America, since it has started
to form with the moratorium declaration of Peru and Brazil
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and possibly Argentina and Ecuador. To negotiate unilater-
ally would entail serious consequences for our country, be-
cause it is the closest neighbor of the United States.”

He went on: “If they keep on filching credits and putting
offthe delivery of fresh money, Mexico will have no recourse
but to declare the suspension of interest payments on its
foreigndebt . . . to counteract the creditors’ actions, the only
possibility is to set up a bloc. In'this way, desperation would
turn into success for everyone, especially for Mexico.” The
day before, CTM leader Fidel Veldzquez, asked about Cor-
ripio Ahumada’s remarks, said that the labor movement would
back “any means that would get this weight off our backs.”

This gives an overview of the battle cry which has spread
throughout Mexico like wildfire, following Brazil’s coura-
geous action. The echo of this battle cry is resounding in the
Mexican Senate. On Feb. 25 Antonio Riva Palacio, head of
the Senate, warned, “Neither moratorium nor the hardening
of Mexico’s position against the creditors to arrange better
payment conditions should be ruled out.” “We cannot pay
beyond our capacity. . . . We require that negotiations be
subject to the assignment of credits for the country’s devel-
opment.”

Trilateralists tottering

Since Brazil’s move, what little credibility remains in the
“rescue package” which Finance'Secretary Gustavo Petricioli
worked out with the creditors last July is shot to smithereens.
In eight months of talks, the 400 creditor banks of Mexico
have not “reached agreement” on the parceling out of the $12

~ billion originally agreed to. The money was to have started

to flow into Mexico on Jan. 1, 1987. Supposedly, the credit
would come from even the smallest of the creditor banks, so
that no bank will benefit over another that did not kick in. On
Feb. 24 the Mexican press reported that many of these little
banks no longer exist, because they went bankrupt! Anyone
with an ounce of wit knows that the big banks don’t want to
contribute, because they, too, are going bankrupt. “Without
wanting to be a jinx . . . with the Brazil problem I think the
situation will get more acute . ... if now there is no money
. . . [the bankers] are not going to have money in three
months, nor in six,” said Franci$co Hernandez Juarez, pres-
ident of the Labor Congress, the umbrella organization for
Mexico’s trade unions, on Feb. 24. Two days earlier, he had
wamned that Brazil’s moratorium “could cause Mexico to
adopt the same position.” CTM chief Fidel Veldzquez has
never believed in the Mexican deal with the IMF, the “model”
for the debtor countries. On Feb. 23 he remarked caustically:
“I said already that I hope the credits are sent by burro, and
now I say, it looks as though the burro got tired.”

Even the most rabid monetarists are recognizing reality.
Luis E. Mercado, financial columnist in the daily EI! Univer-
sal, and spokesman for Bank of Mexico director Miguel

" Mancera Aguayo, warmed on Feb. 20 that given the small
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amount of liquidity that the banks have, “there is a danger
that [the bankers] might put of f making the accord with Mex-
ico concrete, and dedicate their attention to the new conflict
they have on their hands.” Mexico “needs to put on as much
pressure as necessary to avoid its being postponed or falling.”

The first official response of the Mexican government
came from the Trilateraloids who control the economic cab-
inet of President Miguel de la Madrid. Up to Feb. 24, their
answer was the same as all of the world’s Trilateraloids: No
panic on the deck of the Titanic. One by one, Planning and
Budget Secretary Carlos Salinas de Gortari, Finance Secre-
tary Gustavo Petricioli, and Bank of Mexico chief Miguel
Mancera, swore there was no risk to the credits to Mexico,
that there are enough reserves, and everything is fine. Gus-
tavo Petricioli, while waming that“thetechnical moratorium
announced by Brazil makes evident the great risk being run
by the international financial system due to the lack of coop-
eration by the banks,” said cynically that Brazil’s action “is
whatMexicoalready did in 1982,” and that he was sure Brazil
“could be as lucky [sic] as Mexico.”

No one believed them. On Feb. 23, El Universal ran a
cartoon of Salinas de Gortari, who says, “we will follow our
own path,” and falls off a cliff. By Feb. 25, Petricioli had to
call a press conference where, Miguel Mancera at his side,
he announced, “Mexico can no longer go on waiting for the
arrival of the ‘fresh’ dollars and is ready to leave out of the
deal” the tardy banks. The deadline he set was March 20.
Petricioli insisted that Mexico could apply the “reciprocity
rule” to the laggards, and practically would sign with whoev-
er shows up. Petricioli called this “negotiated confrontation.”
The “strong card” of Petricioli and Mancera was that Mexico
increased its dollar reserves to more than $7 billion thanks to
the last oil price increase, with which “we guarantee our
payment capacity.” Mexico’s foreign debt is at $100 billion.

While Petricioli was giving his press conference, the
international newswires put out the story that the price of
North Sea Brent crude had collapsed by $1.50 in less than 48
hours.

Frustrated negotiators

The Petricioli-Mancera press conference, was the last
desperate attempt of what Peru’s Alan Garcia called on Feb.
26 the “frustrated negotiators.” After March 20, there will be
no arguments left to keep on with what Petricioli called “mod-
erated support” toward Brazil. Perhaps before that, the dy-
namic of the Brazilian movement may accelerate things in-
ternationally. - '

Sen. Antonio Riva Palacio, cited above, said on Feb. 25
that “even, and probably, during the XIIth National Assem-
bly of the PRI [the governing party], the Mexican posture on
debt will be redefined.” That assembly takes place in early
March.

Various national newspapers have started a process of
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popular “education,” with far better-aimed commentaries on
the Brazilian movement than the economic cabinet’s “frus-
trated ones.” On Feb. 23, El Sol de México, tied to ex-
President Luis Echeverria, wrote that “Our architects of eco-
nomic policy feel called to be the saviors of the international
economic system,” when “What is important now is to take
advantage of the conjuncture to re-draw the scheme of eco-
nomic relations between debtors and creditors, without set-
tling for limited reforms or halfway concessions.” The larg-
est-circulation daily Excelsior wrote: “The Brazilian mora-
torium represents . . . a redefinition of the debtors’ political
horizon. . . . If the banks crack .down on Brazil, they will
speed up the solidarity of Ibero-America as a whole with the
Brazilian cause and will light the fuse of a nationalist awak-
ening that could change the balance of continent forces.” In
reference to the “Group of 7” finance ministers’ meeting in
Paris, Excelsior added: “It seems incredible that . . . they
don’t recognize in the new debt crisis a unique opportunity
to get development back on track. . . . It should be clear,
above all, that every time a country declares a moratorium,
its importing capacity multiplies, precisely because it stops
using its resources to pay an absurd debt. . . . For the mo-
ment it is only Brazil, but if later other countries follow this
example, what will be created in Ibero-America will be an
enormous, expanding market, which will absorb abundant
goods and services coming from the industrialized North. . . .
Shortly thereafter, it could get back to servicing the debt.”

Joining Brazil and Peru—or dictatorship

President Miguel de 1a Madrid got the David Rockefeller
prize (formerly of the Trilateral Commission) for treating the
banks nicely, in August 1986. He seems convinced that noth-
ing will happen in the crow’s nest of the Titanic. But the
mood of the country is getting ever harder to ignore. On Feb.
26, Alfonso G. Calder6n, the second in command of the
CTM, proposed to President de la Madrid that “in the face of
the creditors’ pressures . . . if the govemment considers some
measure, however extreme it seems, it will count on the
support and backing of labor,” an obvious reference to the
Brazilian-Peruvian solution. Then he warned that the break-
downs provoked by the economic crisis “have led to a social
unrest which is fatally going toward desperation . . . the
opportunity desired by our enemies who have a propensity
for the sound of pots and pans and the advent of a dictator-
ship.”

The labor leaders have warned Miguel de 1a Madrid sev-
eral times that they cannot counter this desperation if the
President does not take leadership. On Feb. 27, the Labor
Congress put off for 10 days, to March 9, a general strike call
of the unions of 230 semipublic companies. The electrical
workers union refused the postponement, and started striking
the Central Light and Power Company that same day. This
strike will affect 25 million inhabitants of central Mexico.
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Argentina seeks
‘better conditions’

by Carlos Méndez

“Argentina is in solidarity with Brazil for the unilateral sus-
pension of payment of interest on the debt, but for now this
doesnotinclude acommon strategy, given that both countries
are starting a decisive round of negotiations with the creditor
banks,” said presidential spokesman José Ignacio Lépez on
Feb. 24, in announcing that President Raiil Alfonsin had held
a phone conversation with President José Samey.

Consistent with this attitude, on Feb. 26 the Alfonsin
government announced a new wage and price freeze, and a
new devaluation of the austral currency, this time by 6.6%,
although it also announced a reduction in interest rates. Be-
fore the freeze, the minimum wage only rose by 7% (which
does not even cover the last quarter’s inflation), while public
utility and transit rates went up 2%, and gasoline prices rose
15%.

Economics Minister Juan Sourrouille said, in announcing
the measures, that Argentina will not sell out the population’s
welfare to the creditor banks, but added, “We need to mobi-
lize jointly to conquer inflation and continue to grow.”

Economics Ministry adviser Roberto Frenkel said that
Argentina would not declare a moratorium on payment of
interest on the foreign debt—which is at $52 billion—be-
cause talks are “on a good track,” and “suspension of pay-
ments would not be logical.”

The talks don’t appear to be going so well. The creditor
banks still have not come up with a new $1.15 billion loan to
Argentina as agreed. On Feb. 21 Finance Minister Mario
Brodersohn stated that Argentina will not pay interest on its
foreign debts if the banks do not grant that loan. On whether
Argentina would take joint debt action with Brazil, Broder-
sohn said, in an inteview the same day in the daily, La
Nacién: “1 would not put it in those terms. Obviously, Brazil
is going to take decisions that are compatible with the needs
of its own economy, and Argentina will take itsown. . . .”

Labor, Church see eye to eye

On Feb. 21, the powerful General Labor Confederation
(CGT) put out a news bulletin entitled, “The debt cannot be
paid with the hunger of the people.” It says: “With the same
words on which the general secretary of the CGT, Sail Ubal-
dini, based the union’s principal dissent with the Argentine
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government’s socio-economic policy, Brazil’s President, José
Samey, defying the internal and international consequences
of his decision, has just announced to the world that his
government has declared a unilateral moratorium for an in-
definite time on payment of interest on the foreign debt which
was overwhelming his country’s economy.”

The CGT communiqué adds, “We have warned to the
point of fatigue that the hotbed of every authoritarian regime
is misery, and now President Sayney seems to be paraphras-
ing our thoughts when he warns that bills paid with misery,
will also be paid with democracy.”

The CGT also says that the government is destroying the
internal market by orienting exports only toward ‘“covering
the deficits of the trade balance to be able to satisfy promises
to international usurers.” The ¢ommuniqué notes that “to
achieve competitiveness of Argentine products in the foreign
markets,” instead of protecting national producers, “they
speculate with the cheapness of slave labor which is orches-
trated, through the arbitrary fixing of the wage scale, by the
government teara which has its head in the Economics Min-
istry and its working claws in the Labor Ministry. . . .”

The CGT demands have won the backing of the Catholic
Church. On Jan. 28, Msgr. Italo Di Stefano, chairman of the
Argentine Bishops’ Social Pastoral Commission, said that
“strikes hurt us all, but what hurts us worse are the causes of
the strikes.” Monsignor Di Stefano—who is organizing Pope
John Paul II’s visit to Argentina in the second week of April—
also said, “businesses should be the very center of help, with
their own rights and in solidarity, of manpower, technology,
and capital to create wealth for the progress of the popula-
tion,” but that this does not now occur because of “the high
cost of money, usury, speculation, and foreign debt.”

The farmers, meat producers, and industrialists have
manifested heavy opposition to the Alfonsin government’s
economic policy, which they accuse of cutting off credits for
production, raising interest rates, and undermining produc-
tion more and more.

On Feb. 8 President Alfonsin sent Congress a labor bill
to eliminate the right to strike, and decree a “state of econom-
ic emergency” which would let him impose more austerity.
Yet, President Alfonsin sent to Pope John Paul II a message
expressing his “complete agreement” with the document re-
cently put out on the foreign debt problem by the Pontifical
Commission “Justitia et Pax,” which condemns the usury of
high-interestrates, and states that no government can morally
oblige its people to suffer austerity. The Alfonsin message,
published on Feb. 25 by the daily Clarin, says: “Let me state,
in the first place, my approval of the decision that led the
Holy See to concern itself with the foreign debt of our coun-
tries. . . . The document is a lofty stimulus for those of us
who have insisted over the years on the gravity of the question
and sounded the alarm on the risks of entrusting this situation
to market forces and direct negotiations between creditor
banks and developing countries.”
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Venezuela opts for
‘debt for equity’

by Carlos Méndez

Venezuela—which is still negotiating its foreign public debt
of $22 billion, without the creditor banks having made a
single concession so far—has decided to implement a debt-
for-equity deal, instead of following Brazil’s example, Fi-
nance Minister Manuel Azpurua informed the Congress on
Feb. 25. Azpurua ruled out “rigid positions,” such as Peru’s
decision to limit debt payments to 10% of import revenues,
and said that the finance ministry and central bank are pre-
paring a new agreement to hand ownership of both public
and private debt over to the creditors.

Under heavy prompting from David Rockefeller, whose
Chase Manhattan Bank is handling the debt talks, the Vene-
zuelan government has just contracted Pedro Pablo Kuczyn-
ski, ex-minister of energy and mines of Peru, and co-chair-
man of First Boston International, to advise the central bank
on where to put its foreign exchange reserves.

This decision, affecting one essential element of the Bra-
zilian action—defense of the reserves—caused huge discon-
tent in the Catholic Church, the Armed Forces, nationalist
industrialists, and the general citizenry, whose living stan-
dards have plunged in the last two years thanks to Interna-
tional Monetary Fund-imposed austerity.

The discontent over Kuczynski is not just because he
works for Rockefeller. On Feb. 10, he was indicted in his
homeland for fraud, embezzlement, tax evasion, and negli-
gence to the detriment of the Peruvian government. Putting
Venezuela’s dwindling reserves in the hands of a Kuczynski
was certain to stir up anger. According to the Feb. 14 issue
of the Caracas daily El Universal, the reserves were only
$9.8 billion on Jan. 31; last August, they were $12.2 billion.

‘Solidarity’ has no content

President Jaime Lusinchi spoke on the telephone on Feb.
23 with Brazilian President José Sarney and Argentina’s
President Ratil Alfonsin, on the foreign debt issue. A news
bulletin from the President’s office, reported that Lusinchi
“showed them our solidarity and intention not to let service
on the public foreign debt . . . frustrate the legitimate aspi-

EIR March 6, 1987

rations of our peoples to achieve economic growth and social
well-being. At the same time, they exchanged views on the
need for the international financial community to understand
that we have the will to fulfill our promises, but with the
understanding that we cannot make ourselves net exporters
of capital and we must be guaranteed adequate financial flows
for economic growth and social progress.”

The official bulletin, which does not mention Brazil’s
debt moratorium, adds: “The Presidents gave instructions to
their respective ministers to be in permanent contact, follow-
ing the course of events, and to act in the framework of the
Cartagena Consensus, to unify their efforts with the aim that
within the particulars of each country, individual negotia-
tions respond to the general principles enunciated, the most
important of which is not to sacrifice the peoples’ well-being.”

On Feb. 24, the Brazilian daily O Globo reported on the
conversation, saying that Sarmey had told Lusinchi that “in
the last two years, since I took over the government, Brazil
has paid $21 billion abroad and has not received one cent.
The time has come to change the way of negotiating the
foreign debt.”

On Feb. 22, the influential Venezuelan daily E! Mundo
said that while official silence around the Brazilian decision
is total, backroom talk has it that Venezuela’s government
respects Brazil’s sovereign decision, but warns that the cred-
itor banks must be intermediaries for the debtor countries to
increase their hard currency incame, and to keep the U.S.
Congress from passing the oil tariff.

Finance Minister Manuel Azpurua said: “This is a very
difficult and very dynamic situation, and it will require the
banks [to take] a more flexible position. . . . If our revenues
from the country’s main export product are affected, we will
also have to take it into account in regard to servicing our
foreign debt.” ‘

The head of the ruling party Democratic Action, Gonzalo
Barrios, told reporters, “The Brazilian decision will greatly
influence the U.S. government and banks’ attitude, and, de-
finitively, it will be advantageous for our approach.”

According to an EFE wire, printed on Feb. 22 in the
Caracas paper El Universal, Energy and Mines Minister Ar-
turo Herndndez Grisanti said that “if revenues fall, Venezuela
will not be able to pay its foreign debt, estimated at $27
billion,” and that “in the case that the U.S. Congress were to
pass an oil import tariff, the entire Venezuelan economic
policy would have to be revised. No government of Vene-
zuela, even if it wanted to, could pay the foreign debt to the
creditor banks with such a significant drop in its revenues.”

El Universal of Feb. 19 contrasted the hard line of the
U.S. bankers (especially Citicorp) on the refinancing of the
Venezuelan debt, to the attitude of European and Japanese
creditors. In 1987, Venezuela will have to pay $5 billion on
the principal, $3.6 of which is public debt and $1.4 billion
private, according to the report the finance ministry and the
central bank gave to the International Monetary Fund team.
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The Vatican’s Stand

Justitia et Pax: ‘At the service
of the Human Community’

“At the Service of the Human Community: An Ethical Ap-
proach to the International Debt Question,” was published
by the Pontifical Commission Justitia et Pax of the Vatican
on Jan. 29. The document is now playing a central role in
the movement for Ibero-American debt restructuring and
economic integration. The following is an abridged version,
with notes omitted.

Presentation

The phenomenon of international indebtedness has sharply
increased in the last few years, presenting new challenges to
the international community. . . .

In the last three or four years, the accumulation of pay-
ments due has reached such a level that many countries are
no longer in a position to honor their agreements, and find
themselves forced to seek further loans, thus getting caught
in a web, escape from which has become very difficult to
predict.

Debtor countries, in fact, find themselves caught in a
vicious circle. In order to pay back their debts, they are
obliged to transfer ever greater amounts of money outside of
the country. These are resources which should have been
available for internal purposes and investment and therefore
for their own development.

The phenomenon of indebtedness brings to the fore the
growing interdependence of economies whose mecha-
nisms—capital flows and commercial exchanges—have be-
come subject to new constraints. Thus external factors heav-
ily condition the evolution of the debt of developing coun-
tries. In particular, floating and unstable exchange rates, the
variations in interest rates and the temptation of industrialized
countries have created an increasingly unfavorable environ-
ment for debtor countries that thus become still more vulner-
able.
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When credit agencies consider the situation solely from
the economic and monetary angle, they often impose on the
debtor countries terms, in exchange for accrued credit, that
can contribute, at least in the short term, to unemployment,
recession, and a drastic reduction in the standard of living.
This causes suffering, first of all for the poorest as well as for
certain sectors of the middle class. In brief, it is a situation
that is intolerable, and, in the medium term, disastrous for
the creditors themselves. Debt servicing cannot be met at the
price of the asphyxiation of a country’s economy, and no
government can morally demand of its people privations
incompatible with human dignity.

Faced with demands that are often contradictory, the
countries in question have not hesitated to react. Initiatives
on both regional and international levels have multiplied.
Some have advocated radical unilateral solutions. But the
majority have taken into account the globality of the problem
and its profound implications, not only on the economic and
financial level, but also in its social and human dimensions
which place before the responsible parties ethical choices.

It is to this ethical aspect of the problem that John Paul II-
has frequently called the attention of international leaders,
particularly in his Message to the 40th General Assembly of
the United Nations, October 14, 1985.

Conscious of her mission to shed the light of the Gospel
on situations involving the responsibilities of men and wom-
en, the Church once again invites all the parties involved to
examine the ethical implications of the question of the exter-
nal debt of developing countries, in order to arrive at just
solutions that respect the dignity of those who would be most
strongly affected by its consequences.

For this reason, the Holy Father asked the Pontifical
Commission “Justitia et Pax™ to deepen the reflection on the
problem and to propose to the different parties involved—
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creditor and debtor countries, financial agencies and com-
mercial banks—some criteriafor weighing the situation, and
a method of analysis for “an ethical approach to the interna-
tional debt question.”

The Pontifical Commission “Justitiaet Pax™ expresses its
fervent hope that this document might contribute to a clarifi-
cation of the choices to be made by those who exercise re-
sponsibility in this area, one which today has become a priv-
ileged place for international solidarity.

The Commission also nourishes the hope that these re-
flections will give renewed confidence to those persons and
nations most severely tested, by once again strongly repeat-
ing that economic structures and financial mechanisms are at
the service of the human person and.not vice versa, and that
relationships of exchange and the mechanisms of finance
which go with them can be reformed before shortsightedness
and egoisms—be they private or collective—degenerate into
irremediable conflicts.

Roger Cardinal Etchegaray, President
Jorge Mejia, Vice-President
Pontifical Commission, Justitia et Pax

Introduction

Political officials and economists, social and religious
leaders, as well as public opinion throughout the world, rec-
ognize that the debt levels of the developing countries con-
stitute a serious, urgent, and complex problem due to their
social, economic and political repercussions. The develop-
ment of the debtor countries and, at times, their very inde-
pendence are endangered. The living conditions in the poor-
est countries have become worse, and the international finan-
cial system is going through a series of unsettling shocks.

Creditors and debtors have tried to come up with imme-
diate—and at times even more long-term—solutions on a
case-by-case basis. Albeit insufficient and limited, these ef-
forts need to be pursued in a spirit of dialogue and mutual
understanding, in order to see more clearly the rights and
responsibilities of each party.

At the same time that current economic conditions have
affected the situation of developing countries to the point that
some of them, especially in Latin America and Africa, are at
the breaking point because of their inability to meet their debt
servicing obligations, the international financial and mone-
tary structures are also being challenged. How did this hap-
pen? What changes in behavior patterns and in institutions
will make it possible to establish equitable relations between
creditors and debtors and keep the crisis from continuing and
becoming even more dangerous?

The Church shares these concerns, which are internation-
al, regional, and national in nature, and wishes to reiterate
and specify the principles of justice and solidarity which will
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help in seeking solutions. The Church speaks first and fore-
most to the principal agents in the financial and monetary
worlds. In so doing, she hopes to enlighten the moral consci-
ence of the decision-makers whose choices cannot disregard
ethical principles, but she does so without proposing action
programs which would be outside her field of competence.

The Church speaks to all peoples, especially those most
in need, who are the first to suffer the repercussions of these
disorders and do so with feelings of fatalism, defeat, latent
injustice, and sometimes revolt. The Church wishes to rekin-
dle within them hope and confidence in the possibility of
resolving the debt crisis with the participation of all parties
and in full respect for each party.

The best way to tackle these serious issues would seem
to be in a global perspective which would be at the same time

- an ethical approach. For this reason, it would seem necessary

to highlight the ethical principles applicable to these complex
situations.

The present text has made use of many studies on the
international debt that have already appeared. Ethical in na-
ture, this global perspective allows all the responsible parties,
be they persons or institutions, on both a national and inter-
national level, to carry out a reflection, adapted to the situa-
tions that are within their competence. To all those who will
heed its words, the Church expresses, from the very outset,
its firm conviction that cooperation which goes beyond col-
lective egoism and vested interests can provide for an effi-
cient management of the debt crisis and, more generally, can
mark progress along the path of international economic jus-
tice.

L. Ethical principles

1. Create new forms of solidarity

The debt of the developing countries must be placed in a
broader context of economic, political, and technological
relations which point to the increased interdependence be-
tween countries, as well as to the need for international col-
laboration in pursuing the objectives of the common good.
In order to be just, this interdependence should give rise to
new and broader expressions of solidarity which respect the
equal dignity of all peoples, rather than lead to domination
by the strongest, to national egoism, to inequalities and in-
justices. The monetary and financial issue therefore com-
mands attention today in an urgent and new way.

2. Accept co-responsibility

Solidarity implies an awareness and acceptance of co-
responsibility for the causes and the solutions relative to
international debt. The causes are both internal and external.
While they are specific to each country and to each political
and economic system, these causes also stem fromevolutions
in the international environment which depend to a great
extent on the actions and decisions of the developed coun-
tries. . . . Co-responsibility concerns the future of countries
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and of entire populations, but also the possibilities of inter-
national peace based on justice.

3. Establish relations of trust

Co-responsibility will help to create or restore relations
based on trust between nations (creditors and debtors) and
between the various agents (political authorities, commercial
banks, international organizations) for cooperation in the
search for solutions. Mutual trust is an indispensable value
which must be constantly renewed. It nourishes belief in
another person’s good faith, even when difficulties prevent
that person from respecting his commitments, and makes it
possible to continue treating him as a partner.

4. Know how to share efforts and sacrifices

In order to emerge from the international debt crisis, the
various partners must agree on an equitable sharing of the
adjustment efforts and the-necessary sacrifices, taking into
account the priority to be given to the needs of the most
deprived peoples. It is the responsibility of the countries that
are better off to assume a larger share.

5. Foster the participation of all

Financial and monetary officials have the prime respon-
sibility for finding solutions to the debt crisis, but they share
this responsibility with political and economic leaders. . . .
In these new ethical domains, the Church is called upon to
specify the requirements of social justice and solidarity with
respect to the situations of individual countries, seen within
an international context.

6. Identify emergency and long-term measures

The urgent nature of the situation in some countries calls
for immediate solutions in the context of an ethics of survival.
The main effort will have to be brought to bear on economic
and social rehabilitation: recovery of growth rates, produc-
tive investments, resource creation, equitable sharing. . . .
In order to avoid a return to crisis situations with overly
abrupt changes in the international environment, a reform of
the financial and monetary institutions also needs to be stud-
ied and fostered.

II. Action in emergency situations

In the case of some developing countries, the total amount
of the debts contracted, and especially the interest and prin-
cipal payments due each year, are so high in relation to
available financial resources that meeting these obligations
would cause severe damage to their economies and the stan-
dard of living of their populations, particularly the poorest
classes. In addition, this critical situation is worsened by
external circumstances which tend to lower their export rev-
enues or make their debts all the more difficult to service.
Unable to meet their commitments to their various creditors,
some of these countries are on the very brink of bankruptcy.
International solidarity calls for emergency measures to en-
sure the survival of these countries.

The first thing todoisto foster dialogue and cooperation
on the part of all for immediate help. It is also necessary to
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avoid payment defaults which could destabilize the interna-
tional financial system, with the attendant risks of a general-
ized crisis. Therefore, an ethics of survival should guide
attitudes and decisions: avoid breaches between creditors and
debtors as well as any unilateral termination of prior com-
mitments; respect the insolvent debtor and do not burden him
with immediate and intolerable demands which he cannot
meet. Even if such demands are legal, they can become an
abuse. With the Gospel as the source of inspiration, other
types of action could also be contemplated such as granting
extensions, partial or even total remission of debts, or helping
the debtor to regain solvency.

One way to contribute to healthier international economic
relations and to foster agreement about emergency measures
to be adopted would be to foresee, prevent, and attenuate
such crises which are unfairly advantageous to some, exces-
sively injurious to others, and often lead to unjust specula-
tion. Coordinating structures need to be set up as quickly as
possible. . . .

Because of their mandate, certain international organi-
zations bear a special responsibility. For example, the Inter-
national Monetary Fund (IMF) is responsible for helping
member states to redress deficits in their balance of payments
and to resolve their monetary difficulties. To this end, the
IMF has at its disposal the necessary financial resources. Its
role, as well as its methods of intervention, have developed
considerably over the last few years. In numerous cases,
however, the IMF’s decisions have been ill-received by the
leaders and the general public of countries in difficulty; the
decisions in question may seem to have been imposed in an
authoritarian and technocratic way without due consideration
for urgent social requirements and the specific features of
each situation. It would be advisable to bring out clearly that
dialogue and the service of all concerned are values which
guide the actions taken by the IMF.

The various creditors—states and banks—also bear very
concrete responsibility in the area of emergency. Coordina-
tion is necessary if this responsibility is to be carried out
justly and efficaciously, with an equitable sharing of imme-
diate duties both in regard to the country in difficulty and to
the IMF.

. . . Specialcareneeds to be taken to identify, among the
various causes of a country’s debt situation, those that are
attributable to global mechanisms which seem beyond con-
trol; for example, the fluctuations of currency used for inter-
national contracts, shifts in the prices of raw materials which
are often the object of speculation on the major stock markets,
or the sharp drop in oil prices.

Helping whoever is in dire need is indispensable but it is
not enough. That type of assistance would even be illusory if
at the same time the foundations were not laid for economic
and 'financial recovery in the future. Most often the crisis
does not depend on a simple accidental convergence of fac-
tors, but rather on deeper causes which a crisis brings to the
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surface. Emergency arrangements must be linked to medium
and long-term adjustment measures.

III. Joint assumption of
responsibility for the future

The multilateral financial organizations will fulfill their
role if their decisions and actions are taken in a spirit of justice
and solidarity at the service of all.

The peoples themselves have the prime responsibility to
work for their own development. But they will not bring this
about in isolation.

In order to handle these new tasks, some reorganization
is most assuredly necessary: the adaptation and expansion of
their interventions, increased means for actions, effective
participation of all members in decision-making, contribu-
tion to development targets, and priority for the needs of the
poorest populations. As early as 1967, Pope Paul VI had
expressed hope for this reorganization with a view to “the
development of peoples.”

Confidence, which is a necessary element in generating
a national consensus in accepting a fair distribution of sacri-
fices, and thereby assuring the successful outcome of adjust-
ment measures, is not the result of economic measures alone.
It is only granted if impartiality and the service of others
emerge as the motives behind decisions, as opposed to the
interest of one nation or social category. It is up to the member
states, especially the ones with preponderant influence in the
decision-making process because of their economic power
and level of contributions, to support these organizations in
an active way, to specify their tasks, to expand their endeav-
ors, and to tum these sites of power into centers of dialogue
and cooperation for the international common good. Each of
the multilateral financial organizations—International Mon-
etary Fund (IMF), the World Bank, regional banks—has
specific functions, and hence responsibilities in its own right.
In order to highlight their inherent character of solidarity and
concordance, these bodies will have to acknowledge the need
to increase representation of developing countries and their
participation in the major international economic decisions
that affect them. It will be the concem of these agencies to
coordinate their efforts and policies to respond in a specific
and coherent way to the most urgent debt needs with an eye
to the future. They will also have to consult with the other
international financial agents in order to determine, in dia-
logue with the debtor countries, the measures to be adopted
and the distribution of responsibilities, according to each
party’s functions and possibilities.

Without going into those details which fall within “the
vocation of lay people acting on their own initiative with their
fellow countrymen,” the Church draws the attention of mul-
tilateral financial organizations and those who work in them
to a few points for consideration:

—to examine the loan “conditions” set by the IMF openly
in a way which is adapted to each developing country; to
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integrate the human factor in the “increased surveillance”
over the implementation of adjustment measures and the
results achieved,

—to encourage new capital, public and private, to fi-
nance priority projects for developing countries;

—to foster dialogue between creditors and debtors for a
rescheduling of debts and a reduction of the sums due in one
or even more years if possible;

—to foresee special provisions to cover financial diffi-
culties due to natural catastrophes, excessive variations in
the prices of indispensable raw materials, and abrupt fluctua-
tions in exchange rates. Because of their unexpectedness,
their extent, and financial repercussions, these uncontrolled
phenomena disrupt the economic programs of the developing
countries in particular;

—to prompt a better coordination of the economic and
monetary policies of the industrialized countries, encourag-
ing those with the most favorable impact on the developing
countries;

—to look into new problems, current and future, in order
to envisage solutions now which take into account the widely
diversified evolution potential of natiorial economies and the
future prospects of each country. . . .

—to pay close attention to the selection and training of
all those who work in multilateral organizations and who take
part in situation analysis. . . . There is always the danger of
remaining on the level of theoretical, technical, or bureau-
cratic solutions, while at stake are human lives, the devel-
opment of peoples, and solidarity among nations. . . .

Final proposal

In order to deal with the serious challenge of the indebt-
edness of the developing countries, the Church calls upon all
people of good will to broaden their conscience to include
these new, urgent, and complex intetnational responsibili-
ties, and to mobilize the full range of their possibilities for
action in order to identify and implement solutions of soli-
darity.

Has the time not come for the industrialized countries to
draw up a broad plan of cooperation and assistance for the
good of the developing countries?

Without drawing a parallel with what was done after
World War II to accelerate the reconstruction and economic
recovery of countries seriously damaged during that conflict,
is it not imperative to start working on a new system of aid
from the industrialized countries to the less prosperous ones,
in the interests of all, especially because it would mean res-
toring hope to suffering populations? Such a contribution,
which would constitute a commitment of several years, would
seem indispensable in order to enable the developing coun-
tries to launch and conclude successfully, in cooperation with
the industrialized- countries and the international organiza-
tions, the long-term programs they need to undertake as soon
as possible. May our appeal be heeded before it is too late!
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ZiROperation Juarez

The industrial backbone
of an integrated continent

The regions that must form the industrial backbone of Ibero-

Part 24 America can be seen in Map 7-3. In each of these, one can

o o N see the principal centers for developing heavy industry and
Ibel’O-Amel‘lcan lntegratlon capital-goods industry, where the most skilled labor force is
concentrated and where the highest density of productivity is

EIR continues its exclusive translation of the located. All of these regions will have to act as a single

Spanish-language book that is transforming Ibero-
America, Ibero-American
Integration: 100 Million
NewdJobs by the Year 2000!
The book, published in fall
1986 in Spanish, was writ-
tenbyan international team
of experts for the Schiller In-
stitute, elaborating Lyndon
LaRouche's proposal to free
the continent of economic
dependency and spark a
worldwide economic recov-

integrated industrial force, with their productive capacities
closely linked through the intercontinental transportation grid
already outlined. One can observe that the majority of the
areas where the greatest industrial concentration is projected
are de facto the principal productive centers today; nonethe-
less, we will also need to build totally new industrial centers
where there is an appropriate confluence of resources, infra-
structure, and so forth.

Below we summarily describe the most relevant aspects
of each of these regions for thé development of both heavy
industry and of a capital-goods industry.

.

ery, “Operation Juarez.” ' i La Plata basin

This installment concludes Chapter 7, on the
mining and industrial projects that will be required
to fulfill that program. Only by converting the im-
mense mineral wealth of Ibero-America into heavy

As with agriculture, this area offers enormous possibili-
ties for developing Ibero-American industry: In addition to
its vast mineral and energy reserves, and good levels of

industry, can the continent overcome its historical infrastructure, it also has the highest concentration of skilled
underdevelopment in this sector, which is indis- labor on the subcontinent. Industrialization of this region,
pensable for economic independence. which encompasses six Ibero-American countries, should

Numbering of the figures, tables, and maps fol- become one of the priority tasks of the Ibero-American Com-
lows that of the book. mon Market. As the centerpiece of this effort, the mineral

and energy resources of all the area nations must be joined in

32 Operation Juirez EIR March 6, 1987



MAP 7-3
Main centers of heavy industry and capital goods in Ibero-America
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TABLE 7-7

Parameters of the Greater Carajas project, Brazil

Production Direct Total
capacity investment reserves Area
(thousands (millions of (millions of (millions of
of tons*) dollars) tons*) hectares)

Extraction and

refining of metals:

Iron

-iron ore 68,495 2,500 18,000

-sinter 5,000 260

-pig iron 5,000 1,670

-sponge iron 2,000 500

-semi-manufactured 10,000 10,200

Coke 2,000 400

Copper

-concentrated 1,070 950 1,000

-metallic 470 550 10

Aluminum

-bauxite 19,780 1,420 4,600

-alumina 6,480 4,050

-aluminum 1,740 6,090

Nickel 20 450 47

Manganese

-manganese ore 1,700 500 60

-ferromanganese 500
Industrial centers 7 cities 6,900
Forestry

annual planting 180,000 330 23
Agriculture

grain 9,915 3,790 3.95

rubber 900 354 0.3
Cattle-raising

meat production 400 1,730 30.0
Hydroelectricity 6,420 MW 9,000 70,000 MW
Transportation

railroad 890 km

internal 2,000 km 16,600

navigation

ports 2 (new)

highways

a single effort to develop large centers of heavy industry in
each of them, which in turn would feed a series of industrial
corridors where the most advanced productive capacities for
producing machinery and equipment would be concentrated.

The area’s industrial capabilities will be dramatically
complemented by the greatest mining-industrial project to be
undertaken on the continent: Mutim, on the border between

34 Operation Judrez

*Except where indicated
Source: Companhia Vale do Rio Doce, Brazil

Bolivia and Brazil, next to the Paraguay River. The area
around Mutim is exceptionally rich in mineral deposits, es-
pecially iron and manganese. Experts estimate that Mutim
has the world’s largest iron ore deposits, even surpassing
those of Brazil’s Carajas, with more than 40 billion tons of
very high purity mineral. Production levels could reach 100
million tons of iron ore per year by the year 2000. There are
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other bordering deposits in the area, such as the huge reserve
of Urucum, in Brazil. In these, there are manganese beds
which overlie the iron ore, making its exploitation particu-
larly economical.

Mutim is the ideal location to establish a major mining-
industrial complex. Gas from Bolivia’s fields near Santa Cruz
can provide a cheap method for the direct reduction of the
iron ore, and for the production of fertilizers and petrochem-
icals. Mutim is also located next to the Paraguay River,
which, with proper infrastructure development, can be made
totally navigable for bulk cargo. The railroad line that already
exists between Santa Cruz and Sao Paulo passes less than
two hundred kilometers from Mutiim, so that a connecting
spur is a relatively easy task.

The Gran Chaco area west of Mutiim also has great agri-
cultural potential, and it would therefore be feasible to con-
struct an entirely new, major urban center near the mine and
next to the Paraguay River. In this way, Mutim will represent
the first real thrust to open the interior of the South American
continent, and it is also located at a point almost equidistant
from Sao Paulo, Brasilia, Buenos Aires, La Paz, and Anto-
fagasta.

These cities would all benefit from and participate in the
downstream industries associated with Mutim. The main
industrial corridors would extend down from Buenos Aires

S

Aerial view of the Gran Carajds project, taken in September 1982 . Facing page: Stretch of rail bed near Carajds mine, photographed in the

to Cérdoba and Resistencia in the center of Argentina; be-
tween Tucumén and Salta in the north of the country, and
from Mendoza in Argentina to Santiago in Chile; they could
be expanded to include other important cities in contiguous
countries, linking up with Uruguay, Paraguay, Bolivia, and
Brazil to encourage the development of this important region.

The Andean region

As with the La Plata basin, this region also possesses an
enormous potential in mineral and energy resources which
extend across the five Ibero-American nations and which
embrace a large and varied number of basic and strategic
minerals along the length of the Andean mountain range, as
well as important oil and natural gas deposits in Venezuela,
Ecuador, and Peru, huge coal deposits in Colombia, and
substantial bauxite and other key mineral reserves in Vene-
zuela, Guyana, Surinam, and French Guiana. Utilizing this
wealth will prove decisive in promoting the industrial devel-
opment of the region, which would be based on the produc-
tive integration of the two broad strips of land on either side
of the Andean range, integration that would be made possible
by the transportation infrastructure we have outlined in the
preceding chapter.

The main centers of heavy industry and capital-goods
industry will be located in a series of industrial ports along

NSIPS/Uwe Parpart

i

early 1980s; this rail link goes from the Atlantic Ocean terminal into the Amazon heartland.
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both the Atlantic and Pacific shores, where enormous quan-
tities of raw materials from the Andean belt and the Orinoco
basin converge. The most important will be Ciudad Guayana
and Puerto Cabello, in Venezuela; Barranquilla in Colombia;
San Lorenzo in Ecuador, Chiclayo in Peru; and Arica in
Chile. This last will be a strategic point of multinational
development, in which Chile, Peru, and Bolivia would all
directly participate, the latter acquiring an outlet to the Pacif-
ic.

Near the mouth of the Orinoco, Ciudad Guayana will
become one of the most important points of heavy industry
development, since it is in the center of huge iron ore re-
serves, sufficient for supporting a high level of steel produc-
tion around which would be established a great number of
capital-goods industries. It is also a strategic point for the
production of aluminum and other strategic metals, since it
is not only near enormous bauxite and other mineral reserves
that extend throughout Guayana but also has tremendous
hydroelectric potential for feeding electricity-intensive me-
tallurgical processes.

The Brazilian northeast

In the Brazilian northeast there are two areas with strate-
gic importance for the industrialization of Ibero-America.
First, there is the area of Gran Carajds, one of the most
minerally-rich areas of the world, whose large-scale exploi-
tation and industrialization was in part planned and launched
by the Brazilian government through mines and ore-process-
ing plants, whose production converges principally on the
ports of Sao Luis and Belém.

The Gran Carajas project is without doubt the largest of
its kind ever launched in Ibero-America, and perhaps in the
world. The project in its entirety encompasses the mining of
35 million tons of iron ore a year, erecting several primary
iron factories, four aluminum factories, several for copper,
manganese, and nickel, a series of large-scale hydroelectric
projects, as well as the large-scale development of agricul-
ture, cattle-raising, and forestry, and construction of seven
new cities connected by a transportation network that in-
cludes rivers, railroads, and highways. Once the project is
finished, the zone will have a population of six million. In
Table 7-7, you can see in sum the productive capacity of the
principal aspects of the work and its cost. In Map 7-4, you
can see its size: It covers an area larger than all of Italy!

In all its scope, Gran Carajas exemplifies the kind of
development that must be launched in every region with a
substantial resource potential. With the exception of certain
bulk iron ore exports, minerals extracted in the Carajas dis-
trict will be refined at or near the mine site. Agriculture and
the new cities are planned as integral parts of the overall
project, such that the area will be developed in its entirety
instead of remaining underdevelopd, alongside one or two
mines.

The only weakness of the original project, which can be
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easily remedied, is the lack of manufacturing industries that
use the metals that would be produced in the area. Therefore,
the Gran Carajds must go further toward establishing a vast
heavy industry capability whose principal components would
be located in the port of Sao Luis, and which would become
an important industrial center oriented to the production of
steel, basic metals, and heavy industrial equipment in the
manner of the industrial super-ports of Japan. In this way,
Gran Carajas would be the model for other regions with
tremendous mineral wealth to follow, in particular Mutim-
Santa Cruz and Ciudad Guayand.

The other strategic zone of Brazil is the northeast, today
one of the most backward sectors of the country but with
ample agricultural and mineral potential. The advance of
agriculture will be accompanied by a surge of major manu-
facturing centers dedicated primarily to the production of
chemical products, fertilizers, agricultural machinery, and
transport equipment, forming a long corridor from Natal to
Salvador. The main mining center will be established at Ju-
azeiro, along the border of the Sao Francisco river, where the
huge variety of minerals that abound in the area could be
exploited.

The Brazilian southeast

This is the actual industrial heartland of Brazil, which
encompasses the cities of Sao Paulo, Rio de Janeiro, and
Belo Horizonte, where Ibero-America’s largest industrial ca-
pacity is concentrated. The development of this zone is a
question of decisive importance for all of Ibero-America, in
view of the fact that its high productive and technological
intensity offers substantial opportunities for the development
of an industry for the production of modern machinery and
equipment, which could extend throughout an industrial cor-
ridor similar to that existing in the advanced regions of the
United States, West Germany, and Japan. This is the ideal
region for the development of the aerospace industry, for
example, which would become one of the most advanced
aspects of continental industrialization.

Mexico and Central America

In the case of Mexico, industrial development has two
facets. The first is that of heavy industry, which would ex-
pand primarily in the various industrial ports that form part
of the broad industrialization program begun by the preced-
ing government, where the bulk of the productive capacities
for steel, petrochemical products, fertilizers, heavy machines
and equipment, and naval construction would be concentrat-
ed. Regarding capital goods, the ¢enter of productive capac-
ity will be located in two induskrial corridors; one which
crosses the central plateau joining the cities of Mexico, Quer-
etaro and Guadalajara, and that which runs through the north
of the country, joining Monterrey with Torreon and Mata-
moros. Both corridors today contain the main industrial ca-
pacity of the country, and will have an important role to play,
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MAP 7-4
Mining-industrial project of Greater Carajas

Project area
Fe - iron

Mn - manganese
Al - aluminum

Ni - nickel

Au - gold

Cu - copper

Sn - tin
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Highway
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above all in the production of high-technology capital goods.

Regarding the Central America region, development of
heavy industry here will be concentrated on three main ports
modeled on the Mexican ports indicated above, which will
be built as multinational projects with the participation of
several or all of the Central American countries. One of these
could be located near Puerto Barrios on the border between
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Guatemala and Honduras; another in the Gulf of Fonseca,
with the participation of El Salvador, Honduras, and Nica-
ragua; and the third in the new Panama Canal. Regarding
production of capital goods, the main factories will be ini-
tially concentrated in Costa Rica and Panama, which today
are industrially the most advanced countries in the Central
American area.
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ZikScience & Technology

Parameters for a research
mobilization against AIDS

New diseases like AIDS mean that mankind’s survival now
depends on the launching of a “Biological Strategic Defense
Initiative.” First of a two-part series by Jonathan Tennenbaum.

In mankind’s continuing battle against dangerous infectious
diseases, victory has always depended upon two essential
elements: 1) Public health measures, to slow or stop the
spread of infection, by identifying and isolating infectious
persons, eliminating vectors such as insects and contaminat-
ed water, and increasing levels of nutrition, sanitation, hy-
giene, and medical care of the population. 2) Scientific
research, to create effective treatments, vaccines, disinfec-
tants, and sanitary procedures against the microbial agents of
the disease.

Acquired Immune Deficiency Syndrome (AIDS) is no
exception to this historical rule. Even under the most opti-
mistic assumption, that a “miracle” cure were to be found
within the next five years, failure to enact effective public
health measures now would mean that AIDS would spread
out of control, infecting and killing millions before the (hy-
pothetical) cure could be tested, marketed, and administered.
No new epidemic in history has been stopped by a cure or
vaccine. On the other hand, millions of persons already in-
fected must be saved from a horrible death, and the AIDS
virus itself must finally be eliminated from the face of the
Earth, by effective treatments and vaccines.

The following article is devoted to laying out fundamen-
tal parameters for a scientific research mobilization against
AIDS. First, we briefly review the present state of AIDS
research and pinpoint some key areas where new, more pow-
erful methods must be introduced. Next, we present an ov-
erview of the decisive area of optical biophysics (otherwise
known as “nonlinear spectroscopy”), which promises to rev-
olutionize not only AIDS research, but much of biology and
medicine as well. Finally, we discuss how the scientific crash
program is to be organized.
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The current status of AIDS research

In thereport Confronting AIDS, released last October by
the U.S. National Academy of Sciences, the committee of
authors, representing the top level of medical research in the
United States, came to the following conclusions:

“In the brief period since the first description of HIV and
its unambiguous identification as the cause of AIDS, a tre-
mendous amount has been learned about the genetic structure
and transmission of the virus. Much less is known, however,
about how it initiates infection, how it maintains infection,
and what determines the progression and diversity of the
resulting illness. . . . [Our] insights, however impressive,
are only the beginning of what promises to be a long and
difficult path toward effective therapeutic interventions to
minimize or eliminate the debilitating effects of HIV infec-
tion and toward limiting the spread of the virus by means of
safe and effective vaccines. . . .

“Infectious viral agents remain a major threat to human
health both in the United States and around the world. Recent
years have therefore seen considerable effort directed toward
the development of new antiviral agents for the treatment of
acute viral infections. However, even though there are now
many examples of successful chemotherapeutic conquests of
bacterial infections, there are only a few examples of drugs
that are effective in the treatment of viral diseases. Much of
the difficulty in treating viral infections is a consequence of
their nature as intracellular pathogens—that is, they replicate
within the cells of their chosen host. Because viruses use
many of the host’s synthetic pathways in their reproductive
processes, specifically inhibiting their replication without
also severely compromising the metabolic activities and health
of their hosts is difficult.
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*“As a virus that appears to cause persistent lifelong infec-
tion, HIV must be approached as a member of the class of
viruses for which successful treatment may be most difficult
to find. Furthermore, as a member of the family of retrovi-
ruses, HIV represents a type of viral pathogen whose therapy
has never been attempted in humans. Because the contem-
plated development of drugs to treat HIV infection and AIDS
represents such a novel and difficult challenge, predictions
of ultimate success are presently impossible to offer. . . .

“Development of an effective vaccine to prevent HIV
infection must be a prominent goal in any program designed
to halt the continued spread of the AIDS epidemic. However,
it is also the most difficult to realize. Active immunization
has proven to be an extremely effective means to limit or
eliminate the exceptional morbidity and mortality inflicted
upon human populations by many types of viruses, but the
derivation of an effective vaccine against a human retrovirus
has never been seriously attempted, much less achieved.
Similarly, experience in the production of vaccines for retro-
viruses of other animals has been rather limited and often
disappointing. . . . Biologically, the characteristic genomic
diversity and persistence of infection by HIV may present
serious obstacles to the generation of broadly effective im-
munity. Vaccine development is also constrained by the pres-
ently limited basic understanding of the immune response to
HIV infection, its apparent impotence in clearing the viral
load, and the ways it might be bolstered through protective
immunization. Should the biological and scientific obstacles
be surmounted . . . the scarcity of available chimpanzees to
test the safety and efficacy of candidate vaccines may com-
promise or delay adequate preclinical evaluation. Initiation
of testing in human populations will also present serious
ethical and practical considerations, which will undoubtedly
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affect the clinical evaluation of an HIV vaccine. . . .

“[In conclusion], an effective vaccine may be very diffi-
cult, if not impossible, to produce. Should an effective vac-
cine candidate become available, there are significant social
concerns that may limit or prevent its testing and use. There-
fore, a vaccine may not reasonably be expected to be avail-
able in less than 5 years. Even for the next S to 10 years, the
committee believes that the probability of a licensed vaccine
becoming available is low.”

This sober assessment o f the prospects of AIDS research
should teach a lesson to those politicians and public health
officials who have hoped that a “miracle cure” from some
U.S. laboratory would permit them to avoid facing the un-
pleasant problem of instituting public health measures against
AIDS. No, there isn’t going to be an easy way out of the
problem! The U.S. National Academy of Sciences report
proposes a large expenditure on AIDS, reaching $1 billion a
year for research alone, and $1 billion a year for public health
measures, by the year 1990. This amount, however, is only
a small fraction of the estimated $10 billion a year which the
treatment of AIDS patients will cost the United States in that
same year, 1990.

Methodological weaknesses of
AIDS research today

As the Academy of Sciences admits in their report, a
scientific solution to AIDS may not be possible at all, using
the presently known methods of virology and genetic engi-
neering. Fortunately, there are more powerful scientific
weapons within reach. Before going into these new methods,
let us briefly examine the limitations of present AIDS-related
research. (See Figure 1 for a schematic representation of
prevailing views on retrovirus replication.)

Science & Technology 39



Much of the AIDS research “establishment” today devel-
oped out of the area of cancer research, particularly the study
of cancer-inducing viruses. The AIDS research field is dom-
inated by a relatively small number of standard techniques
and concepts of virology and genetic engineering, typified
by the following:

(i) Viruses are cultivated in artificial cell cultures in the
laboratory (in vitro). Unfortunately, in most cases the human
cells used to cultivate the HIV virus are “doped up” with
special nutrient media and stimulants to induce them to grow
and replicate virus outside the human body. The results of
such in vitro studies have only limited relevance to the real-
life events in actual patients.

(ii) Methods of genetic engineering are used to “decode”
the genetic material of viruses, to compare them with one
another, and even to “patch together” new viruses. In partic-
ular, the entire genetic sequence of about 9,600 nucleotides
of the HIV virus has been determined and stored in com-
puters. Different variants of the HIV virus can be compared

FIGURE 1
Reproductive cycle of a retrovirus
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The retroviruses form a bridge between the RN A viruses and the
DNA viruses. Outside the host cell, the retrovirus exists as a
particle that contains RN A as its genetic material. Inside the
cell, the virus exists as a proviral DN A sequence within the
genetic material of the cell nucleus, or as free circular DNA
within the cell nucleus. Normal uninfected animal cells carry
genes called virogenes, which are capable of giving rise to RNA
viruses such as retroviruses and which can then go on to infect
other cells. When the virogene-produced retrovirus infects
another cell, the inserted genetic material is called a provirus.
Thus, normal uninfected cells can produce new viruses and
infected cells can pass on their acquired virus genes to
succeeding generations of cells, which will then express these
inherited viruses under the appropriate circumstances.
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by the so-called restriction enzymes and hybridization tech-
niques, as well as the more tedious genetic sequencing, to
determine which parts of their genomes are similar and which
show substantial variation. In addition, researchers are in-
fecting cell cultures with new, artificial viruses obtained from
HIV by “excising” various sections of the virus genetic ma-
terial, in order to determine what might be the function of the
given genetic sections in the replication and pathogenesis of
the virus. This approach may not work, however, since the
real-life genetic “coding” of biological functions operates on
a holographic principle, not the literal one-to-one computer-
type code assumed by most molecular biologists today. Thus,
for example, virologists have found that the characteristics
of the common cold viruses, responsible for their well-known
symptoms, are not contained in any one gene in the virus.
Instead, your sniffles and healache are due to what the virol-
ogists describe as a complex of interacting genes widely
distributed throughout the virus genetic material. The signif-
icance of holographic mappings has not yet been grasped by
the molecular biologists.

(iii) Methods of genetic engineering can be used to syn-
thesize specific proteins encoded by parts of the virus gen-
ome, such as the outer envelope protein. Such techniques
might, it is hoped, eventually lead to a form of vaccination
in which artificially produced antigenic proteins are used to
stimulate the host’s creation of effective antibodies against
HIV. This approach might be rendered ineffectual, by the
high variability of the HIV viruses.

(iv) Electron microscope‘images are employed to deter-
mine the morphology of the virus and of tissue infected by
the virus. Unfortunately, cells must first be killed, then sliced
very thinly and coated with metals, before they can be viewed
by the electron microscope. As a result, no one has actually
seen “live” virus replicating in living cells.

(v) Special radioactive and fluorescent “tagged” sub-
stances are applied to “search out” and selectively bind with
specific proteins or specific bits of DNA. Thus, for example,
artificially produced fluorescent antibodies are used to iden-
tify the cells attacked by HIV. Using these kinds of tech-
niques, the Pasteur Institute’s Professor Chermann was able
to show that insects, capturéd in Central Africa, contained
the genetic sequence of HIV in their tissue. Related tech-
niques provide the best means at present for precise testing
for HIV infection in humans. Unfortunately, the high varia-
bility of the HIV virus may cancel many of the potential
advantages of DNA-probe and related genetic-engineering
tests for AIDS. The more precise the genetic test, the less
able it will be to catch the myriad mutant forms of the virus.
We might need a separate test for each variant.

(vi) “Classical serology” employs a basic technique known
as “electrophoresis” to separate out the various protein com-
ponents in the sera of a given individual. In this way, for
example, the presence of a specific pattern of antibodies,
characteristic of the immune response to a given virus, can
be ascertained. Unfortunately, these methods often lack the
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precision necessary for basic research, providing only an
indirect footprint of the viral infection. In AIDS testing,
serological methods have the disadvantage, that they miss
the cases of persons newly infected with the virus, who have
not yet developed a significant immune reaction.

Taken as a whole, these methods permit researchers to
accumulate large amounts of detailed data concerning the
genetic makeup and variability of the HIV virus, the proteins
involved in its construction and replication, and the so-called
“receptor molecules” at which the virus binds and is absorbed
into the target cell. The same methods may permit a large-
scale production of therapeutic substances and vaccines, once
these have been discovered.

However, present-day techniques of molecular biology
all suffer from a systematic limitation: They focus upon the
structures of individual biomolecules, but are powerless to
measure or describe the life process itself within which these
molecules play the role of singularities. The molecular biol-
ogist is at best like the paleontologist who tries to dedyce the
habits of a dinosaur from some fragments of bone. 'I%e pa-
leontologist has little choice but to do so, since the animals
in question are long dead. If he possessed a live dinosaur, he
would hardly chose to kill it and separate out all the individual
bones for study, as the molecular biologist does; instead, he
would first want to study the live animal! Similarly, knowl-
edge of the DNA genetic sequence tells us only something
about the “skeleton” of a biological process, and very little
about its living reality.

This systematic limitation is reflected in the extremely
narrow approach to the AIDS problem prevalent in most
present research. The implications of the elementary fact,
that viruses can only replicate in living cells, are often for-
gotten, as researchers focus their attention on the “mechan-
ics” of the virus particle per se, instead of the life process
without which viruses could not exist. This problem is re-
flected in the very language of virology and molecular biol-
ogy, as typified by such terms as “reverse transcriptase,”
“transposons,” “promoters,” etc. These terms ascribe to dead
objects—molecules or fragments of molecules—qualities of
action that only exist in the context of a living cell, and in
which the molecular object in question represents only an
included feature. Thus, “reverse transcriptase” does notreal-
ly exist, except as a linguistic illusion. It is the living process
which organizes the molecules, not vice versa. We shall
return to this point at the end of the article.

The limitations of a purely molecular-biological ap-
proach to fundamental medical research, are clearly revealed
in the case of cancer. In spite of the explosive development
of molecular biology and genetic engineering over the last 30
years, the prospects of survival for persons diagnosed with
cancer have not dramatically improved, on the average, dur-
ing the same period.

All of the questions concerning the underlying dynamic
of HIV infection remain unanswered and largely inaccessible
to present methods of virology. How does the virus get into
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the cell? How is the virus-associated genetic material trans-
ported into the nucleus of the cell, and exactly what happens
there? What processes determine whether that material re-
mains dormant in the nucleus during a given period, or is
activated to participate in the production of new virus parti-
cles? What causes the cytopathic effects associated with the
HIV virus? What is the relationship between viral infection
and the various forms of HIV-related disease? How are the
processes of synthesis of viral components in various distant
regions of the cell coordinated with ane another, and how is
the final assembly of the virus particle organized? How does
the virus replication process interact with the immune system
of the host, from initial infection through to the final disas-
trous stages of the AIDS disease? All of these crucial ques-
tions force the astute scientist to turn his or her attention back
to the original, central focus of biology: the organization of
living cells and particularly of their ‘characteristic activity,
cell division or mitosis.

Optical biophysics: key to a revolution

Historically, breakthroughs in medicine and biology have
always gone hand-in-hand with major progress in physics
and technology . Seventeenth-century developments in optics
led to the creation of the light microscope and the first inves-
tigations of microbial life by Leeuwenhoek and Hooke. The
vast development of electricity and magnetism in the 18th
and 19th centuries was launched, in large part, by the discov-
eries of Galvani and Volta on the electrical properties of
living tissue. This led finally to such modern technologies as
the electroradiograph and electroencephalograph. Louis
Pasteur’s revolutionary breakthroughs in microbiology and
medicine began with his discovery of the asymmetric optical
action of substances produced by living cells. Pasteur began
his life’s work as a physicist, in what was then the frontier
area of physics—crystallography and the wave theory of
light. Rontgen applied his discovery of x-rays immediately
to medical diagnostics, astounding doctors with the first pic-
tures of internal broken bones in living patients. The initial
development of wave mechanics and jparticle beam technol-
ogy in the 1920s and 1930s gave the biochemist the powerful
tool of mass spectroscopy, and led to the creation of the
electron microscope and the first photographs of virus parti-
cles. The rapid growth of radar technology and nuclear phys-
ics during World War II led to the techniques of nuclear
magnetic resonance (NMR) spectroscopy and radioactive
isotope tracing. Together, the techniques of x-ray diffrac-
tion, electron microscopy, mass spectroscopy, and radioac-
tive tracing, aided by the ultracentrifuge technology devel-
oped during the wartime Manhattan Project, provided the
basis for the vast expansion of molecular biology in the post-
war period.

Today, with the evolution of lasers and other sources of
coherent electromagnetic radiation over the entire spectrum
from radio waves into the soft x-ray region (x-ray laser), we
stand at the threshold of a new era in biology and medicine.
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New scientific instruments, far more powerful than those
hitherto applied in molecular biology and genetic engineer-
ing, are now becoming available. These instruments, com-
bined with a new scientific assault on the understanding of
basic living cell processes such as mitosis, constitute man-
kind’s most powerful weapons in the battle against AIDS.

How spectroscopic methods can
lead to a cure for AIDS

Before discussing the technology and methods of optical
biophysics in detail, we shall briefly indicate, in highly sim-
plified language, how effective treatments against AIDS could
be discovered by these methods.

In the simplest terms, the principle is this: Living pro-
cesses are organized around certain sets of characteristic
frequencies, analogous to the spectra of atoms and mole-
cules. The cell spectrum is manifested, broadly speaking, in
nonlinear, “resonant” interactions with specific frequencies
of electromagnetic radiation, as well as by emissions from
living cells themselves. Certain of these frequencies remain
relatively constant (for a given cell and tissue type), while
others change during the life of the cell. Particular modes of
the cell process, including pathological modes (disease), are
associated with particular spectral features such as the pres-
ence of particular “spikes” in the frequency spectrum. The
crucial “target” process for detailed spectroscopic investiga-
tion is mitosis. So, regarding virus replication as a process
taking place essentially within or in association with mitotic
processes, the question arises: “What are the particular spec-
tral ‘spikes’ corresponding to the viral reproduction process
in an infected cell?” Research to date leaves little doubt, but
that such specific spectral features actually are present and
can, in principle, be detected using suitable instrumentation.

Once we have located a certain pattern of “spikes” char-
acterizing the AIDS process within the spectrum of cell mi-
tosis as a whole, we then seek the means to selectively block,
or “jam,” the pathological AIDS-associated processes—by
means analogous to “electronic countermeasures” in modern
warfare. The most straightforward method for doing this is
indicated by recent biophysical researches into the mecha-
nism of action of various drugs. The relevant work reveals
that in many cases, drugs act via their optical activity, and
not primarily via chemical properties such as affinity to form
compounds. (“Optical activity” refers to the changes in in-
tensity, direction, polarization, and frequencies of electro-
magnetic radiation absorbed and re-emitted by a physical
system.) The second stage of the project consists, therefore,
in “spectroscopic engineering”: to design a molecule whose
optical activity exactly fits the “spikes” of the AIDS process,
so that the presence of that substance will selectively interfere
with the disease, but not with healthy tissue function. In
addition, the optical activity of substances can be used to
restore healthy functions, by strengthening frequencies around
which those functions are organized.

This simplified sketch is intended only to identify the
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bare concept of the project. The concept of “tuning” of bio-
logical processes provides the simplest access to a highly
complex domain of investigation, to be reviewed in more
detail in the course of this document.

In principle, the instrumentation required for both phases
of the proposed approach either already exists or is in ad-
vanced phases of development today; we shall discuss some
of the key technologies in the following section of our report.
Although the basic principle is very simple, the actual devel-
opment of effective drugs against AIDS by such spectroscop-
ic methods will require a research mobilization of major
dimensions. We are talking about an effort comparable to the
Apollo program which put the first man on the Moon. We
have to map the entire spectroscopy of normal and patholog-
ical forms of mitosis—the most complex process ever sub-
mitted to detailed physical investigation. The development
of computer systems able to rapidly process the required
masses of spectroscopic data, will itself be one of the major
challenges of the project. While the total cost of the project
may run into the tens of billions of dollars, a revolution in
medicine will have been accomplished: Once the “proof of
principle” of spectroscopic design of drugs against AIDS has
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wavelength regions as selected by various filter combinations.
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FIGURE 3
Multiparameter light scattering spectrometer
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been obtained, the same approach may permit science to
conquer any other virus afflicting the human race.

The instruments of optical biophysics

The following examples illustrate some of the leading
features of optical biophysics technologies, which promise
to revolutionize much of biology and medicine over the com-
ing 25 years. All of these instruments measure characteris-
tics of emission, absorption, and transformation of electro-
magnetic radiation by living organisms. After examining
some of the leading work internationally on these technolo-
gies, we shall indicate how they provide the key to answering
exactly those questions about AIDS, which today’s molecu-
lar biology is unable to resolve.

1. Laser Raman spectroscopy and the “tuning” of
living tissue: Careful experiments carried out in the 1960s
and 1970s demonstrated that low-level microwaves of spe-
cific frequencies can have dramatic effects on growth rates
and rates of synthesis for various metabolic products in living
tissue. These effects were obtained at intensities far below
those at which significant increases in temperature could be
detected (typically less than 10 MW per square centimeter),
and showed sharp resonance peaks at various wavelengths.
This confirmed the view, that the processes of living cells are
“tuned” in such a way that exceedingly small amounts of
energy, injected at the right frequencies, can interfere strong-
ly with cell function. Unfortunately, the tremendous varia-
bility of living processes and their sensitivity to countless
external influences rendered these microwave effects noto-
riously difficult to replicate. An intrinsic difficulty lies in the
fact, that living processes evolve in irreversible fashion: The
cell culture of today “remembers” what the experimenter did
to it yesterday! However, with the advent of laser Raman
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In this schematic, light from a laser passes
through a polarizer (POL) and then through
a photoelastic modulator (MOD) operating
at frequency F1, which converts linearly
polarized light to alternately right- and left-
circularly-polarized light. Scattered light
from the sample then passes through a
second photoelastic modulator operated at
another frequency, F2. The light leaving the
second modulator represents a series of
terms at frequencies corresponding to
various sums and differences of F1 and F2.
After passing through a second polarizer,
the light then falls on a photomultiplier tube
(PMT). The signal from the photomultiplier
then goes to a bank of lock-in amplifiers,
each tuned to one of the frequency
components of interest.

spectroscopy (see discussion below), we now have a tool
with which high-frequency internal oscillations in cells can
be conveniently studied in their full time dependence. Just
recently, a group of Chinese researchers was able to replicate
both the positive and the negative results of previous laser
Raman studies of cell tuning, by showing that biological
effects of the weak electromagnetic fields emitted by the
measuring equipment itself were responsible for the discrep-
ancy inreported results. :

The most spectacular microwave effects reported were
obtained by the Italian radar engineer A. Priore, working in
Bordeaux, France from the 1950s until his death in 1983. As
far as can be determined, the Priore apparatus produced mi-
crowaves inthe 10 gigahertz (GHz) range, modulated atradio
frequencies in the megahertz (MHz) range. This radiation
was applied in combination with a powerful magnetic field
slowly pulsed at approximately 1 Hz. Through the choice of
specific modulation frequencies, Priore reportedly obtained
dramatic biological effects, such as increases in growth rates
of plants and rapid reduction and elimination of tumors in
laboratory animals. Later, it was shown that the “Priore ra-
diation” did not kill cancer cells directly, but worked by
stimulating the immune system of the host animal. Exposure
to suitable modulation frequencies permitted laboratory ani-
mals to recover from otherwise deadly inoculations of try-
panosomes, the parasites responsible for sleeping sickness.
Trypanosomes characteristically defeat the immune system
by constantly changing their antigenic characteristics. Hence,
the reported results indicate a spectacular effect on immune
response of the irradiated animals.

At the time of these experiments, there was no adequate
theoretical framework forunderstanding such effects, nor the
technical means to precisely determine the characteristics (in
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particular, the polarization and strength of magnetic compo-
nents) of the radiation involved. The Priore results became
the subject of a destructive controversy. Remarkably enough,
the controversy concerned not so much the existence of the
effects (which were repeated hundreds of times by many
groups of researchers over more than a decade), as the cir-
cumstance, that Priore maintained close secrecy over the
operating parameters of his machines. The proximity of Pri-
ore’s work to areas of research into weapons applications of
microwaves, may be responsible for much of the mystery
and controversy surrounding an otherwise most promising
direction of biophysical investigation.

In the late 1960s, Sidney Webb and co-workers applied
the new technique of laser Raman spectroscopy to study the
tuning of living tissue. In this type of spectroscopy, an im-
pinging laser beam exchanges energy with molecular vibra-
tions and coherent excitation waves in the test material, caus-
ing upshifts and downshifts in the frequency of the scattered
light (Raman effect). Webb et al. found that the Raman
spectrum of living cells is entirely different from that ob-
served from crystals or mere suspensions of organic mole-
cules. First, they discovered an anomalous lack of Raman
activity in “resting” cells, i.e., cells not undergoing meta-
bolic activity. As soon as nutrients (oxidizable carbon sources)
were added to the medium, strong Raman lines appeared, at
frequencies characteristic of the cell type and nutrient used.
However, the intensities of the lines changed with time, in
such a way, that specific lines appeared at specific times
during the cell division cycle. It was later found that the
Raman shift frequencies are sums and differences of a small
number of fundamental frequencies, in much the same man-
ner as the spectral lines of atoms and molecules. The precise,
time-dependent shifts of energy between the various lines,
are peculiar to the life process.

Webb found further remarkable results when he studied
the differences in Raman spectra between normal and tumor
cells, and the relationship between spectra of “mother” and
“daughter” cells in mitosis.

The potentials of in vivo Raman spectroscopy for funda-
mental research in biology and medicine, have hardly begun
to be realized. Most important is the fact that this method,
like the multiparameter light scattering (MLS), ultraweak
photon emission (UPE), and nuclear magnetic resonance
(NMR) techniques described below, allow us to directly ob-
serve the space-time characteristics of the relativistic (Rie-
mannian) geometry of the living organism. Ordinary micro-
graphs, in contrast, tend to reveal only distributions of object-
like “structures,” leaving unseen the underlying life process
in the cell. The results of Webb and others indicate, in fact,
that the observed Raman lines do not represent oscillations
of isolated molecules, but coherent waves “binding up” the
cell components into a unified process.

2. Multiparameter light scattering: When we look ata
specimen in a microscope, the image we see consists of light
and dark areas corresponding to varying absorption of ordi-
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nary light by regions of the sample. But, the microscope
image represents only one small aspect of the complex pro-
cess by which light is absorbed, re-emitted and scattered by
the specimen. Multiparameter light scattering (MLS) instru-
ments observe the entirety of the light scattered in all direc-
tions from a given sample, as a function of the wavelength of
the light-source (a laser), the angle of scattering and the
degree of left-handed or right-handed polarization of the light
going into and emerging from the sample (Figure 2). Rather
than providing a photographic image, the MLS technique
produces a characteristic “signature” which can be used to
identify microorganisms and even viruses in biological fluids
in the remarkably short time of 5 minutes. Even closely
related varieties of virus, which otherwise can only be distin-
guished by laborious cell culturing or biological engineering
techniques, are easily distinguished by MLS methods.

Figure 3 shows a prototype version of MLS, called Cir-
cular intensity differential scattering (CIDS). In this instru-
ment, light from a laser is first passed through a polarizing
filter, then through a modulator, and finally directed onto the
biological sample fluid in a cuvette. The scattered light is
then measured by a photomultiplier tube preceded by a sec-
ond polarizer-modulator combination, and mounted on a ro-
tating arm which moves in steps through the angles from 0°
to 180° to the axis of the original beam.

FIGURE 4
Typical CIDS spectra for three influenza
viruses
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The circular intensity differential scattering results are
compared here for three types of influenza A virus at 488
nanometers. The vertical axis graphs the ratio of the difference
between the measured intensities of left-circularly-polarized
light and right-circularly-polarized light in the scattered light to
the total scattered light in the given direction. The horizonal
axis is the scattering angle. There is good discrimination among
the three virus preparations around 60°, 110°, and 150°.
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FIGURE 5
CIDS spectra for dengue fever viruses
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Four types of dengue fever virus vaccines are plotted here at
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at about 30°.

The CIDS signature is obtained by this instrument by
measuring the ratio

(IL - IR)/(IL + IR)

of the difference between the measured intensities of left-
circularly-polarized and right-circularly-polarized light in the
scattered light, to the total scattered light in the given direc-
tion, as a function of direction. This parameter is highly
sensitive to what are called chiral structures, processes in the
sample which display left-right asymmetry. The basic prin-
ciple behind this method was originally discovered by Louis
Pasteur, who was the first to show that living organisms
systematically “choose” between left- and right-handed forms
of most molecules, in their metabolic processes.

Figure 4 shows typical CIDS spectra, obtained from
virus preparations of three different varieties of influenza
virus. Figure § shows CIDS spectra of the dangerous tropical
viruses Dengue 1, 2, 3, and 4. In both cases, the different
varieties are easily distinguished by the different intensities
of the CIDS parameter at certain angles of scattering. The
sensitivity of the technique for viruses is presently about 10’
virus particles per milliliter (ml), but can be improved.

The same technique produces clear signatures of various
types of bacteria at concentrations of 10° per ml.

The CIDS technique is based on measuring a single pa-
rameter of the scattered light, out of a total number of 16
parameters which characterize scattered light (the so-called
Mueller matrix). In the MLS technology, several or all of
these parameters are measured, thereby obtaining much more
information. Also, different wavelengths of input light pro-
duce very different signatures. In principle, the total scatter-
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ing information for a sufficient number of input wavelengths
should provide enough information to discriminate thousands
of different microbes, even when several are present at once
in a given sample. In addition, the MLS could be combined
with a flow cytometer, permitting it to examine single cells
of various types. This would open the way to a revolution in
clinical medicine: Ideally, an automatic MLS instrument
would feed a large computer storing the signatures of all the
bacteria and viruses of clinical interest. Within minutes of
obtaining a blood sample from a patient, the physician would
obtain a “print-out” inventory of all microbes present in the
sample, with approximate titers! This compares with hours
or days of laboratory work often required to diagnose a sick
patient today. Often, a physician must begin treatment for a
suspected viral infection, days before the virus has been
positively identified.

Much work will be required to develop the MLS-tech-
nique from its present “proof-of-principle” stage into a stan-
dard hospital instrument. In the estimation of one of its de-
velopers, Dr. Charles Gregg of the Life Sciences Division of
Los Alamos National Laboratory, a commercial version of
MLS for bacterial identification could be ready within one
year. Identification of viruses is more difficult, but could be
achieved within a few years given a crash program. The case
of AIDS, where titers of virus are characteristically very low,
will require technological innovations ta increase the optical
sensitivity and discrimination of the MLS instrument.

The interest of MLS goes far beyond its potential appli-

- cations in clinical medicine. The scattering signature of a

virus, bacteria or tissue cell gives critical information on the
geometrical structure, or conformation, of genetic and relat-
ed material —information which is missed by the standard
techniques of molecular biology. Inside the nucleus of a
human cell, the DNA is tightly wrapped into a complex
hierarchy of helical structures. When fully “unwrapped,” the
DNA of a single cell would be about 1 meter long. Inside the
nucleus, it occupies a space of less than 1/1,000th of a cen-
timeter in diameter! The actual form of the DNA superstruc-
ture, which changes as the cell goes through various meta-
bolic stages, is crucial to understanding how cell functions
are regulated. Observation of changes in the DNA supercoil-
ing may be directly important in determining what factors
cause HIV retrovirus material “sleeping” within an infected
cell nucleus, to become active.

Actually, the characteristic CIDS-MLS signature cannot
be completely understood simply on the basis of the interac-
tion of light with a single macromolecule such as the DNA.
The signature represents a characteristic of phase-space ge-
ometry: the action of the tissue process as a whole upon
incident light. Hence, MLS readings have a more fundamen-
tal significance than the mere determination of molecular
conformation. A crucial direction of research, hardly touched
upon so far, is to examine the changes in MLS signature as a
function of the phase of a cell in its mitotic cycle.

To be continued.
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Soviet gamemasters ready
to grab Middle East

by Thierry Lalevée and Scott Thompson

At the beginning of February, the United States was poised
to strike amortal blow to Soviet-backed terrorism and restore
the basis for order in the Middle East. During the first week
of the month, a U.S. fleet began to mobilize in the Eastern
Mediterranean and Persian Gulf with a mission to free 23
hostages held in Lebanon and to check an Iranian takeover of
Persian Gulf oil, should the Iraqi city of Basra fall to Iran.

By Feb. 11, all military means were assembled for the
United States to run a combined operation, bombing terrorist
command centers in the Bekaa Valley, and using special
forces to free the 23 German, French, British, U.S., and
Arab hostages held by Syrian and Iranian terrorists there.

That military capability was never used, and within days,
it was dismantled.

That set the stage for Syria, the main satrap of the Soviet
Union in the region, to re-occupy West Beirut on Feb. 20,
and for Soviet party boss Mikhail Gorbachov to make a bid
to officially take over the administration of the chaos in the
Middle East, with the approval of the U.S. State Department.

Scope of the deal

The scope of the deal cut by the State Department with
the Soviets’ Syrian satrapy was revealed on Feb. 22 when the
State Department issued a statement saying: “The past 12
years in Lebanon provide ample proof that no external force
can impose political or security arrangements in Lebanon.”
Two days later Secretary of State George Shultz, in congres-
sional testimony, praised Syria’s intervention into West Bei-
rut, the foot-in-the-door for partitioning that country with
Israel. Shultz told Israeli Prime Minister Yitzhak Shamir,
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who was visiting Washington at the time, that the State De-
partment backed Soviet leader Mikhail Gorbachov’s propos-
al for a comprehensive East-West peace conference.

The European allies have largely shown the same vacil-
lation. Only the West German Patriots for Germany, chaired
by Helga Zepp-LaRouche, had the foresight to support U.S.
military action, when the Patriots and the Schiller Institute
issued a call on Feb. 11 for the United States to occupy
Lebanon as President Dwight Eisenhower had done, freeing
the hostages, and supplanting Syrian hegemony.

Even French Premier Jacques Chirac, who had been cor-
rect in his earlier criticism of the Reagan administration for
failure to work out a strategy with the European allies against
Islamic fundamentalism, appears to have advised against
U.S. military action, because of the fallout from the April
1986 raid on Libya.

Soviets hold Syria card

Behind this strange situation, where the U.S. Marines
were mobilized, then vanished when they could not get a
warrant to go in, lies a deal by the U.S. State Department
with Hafez al-Assad in Damascus to play the “Syria card,”
actually an ace hidden up Mikhail Gorbachov’s sleeve.

The deal, being negotiated for two years between Assis-
tant Secretary of State Richard Murphy and his Soviet coun-
terpart, Vladimir Polyakov, is to hand the Middle East chaos
over to Moscow—rather than put an end to the chaos.

Intelligence sources reveal that Murphy struck a deal with
Polyakov during his latest tour of the Mideast in January,
which included an American pledge not to strike at Lebanon,
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in exchange for Syria’s help in releasing the hostages.

Damascus was then given the green light by Moscow,
Washington, Jerusalem, and Teheran to go back into Beirut.

Moscow has emerged as the leading power broker in
Lebanon. This was signaled by the visit of Karen Brutents,
the deputy chairman of the Central Committee’s International
Department, to Tripoli and Damascus in the first week of
February. Brutents warned in a Feb. 6 interview with Al
Khalij that the Soviet Union was considering various options
should the United States take military action.

On Feb. 10 Soviet leader Gorbachov, flanked by the
Politburo member in charge of playing the Soviet’s “Muslim
card,” Geidar Aliyev, condemned the United States for pre-
paring an “open threat to punish whole nations for mad,
criminal acts by a handful of extremists.”

Moscow not only thinks it can now dictate how the West
responds to Soviet-backed Mideast terrorism, but has or-
chestrated two parallel sets of international negotiations in-
volving Damascus, Washington, Jerusalem, and Teheran.
The Murphy-Polyakov meeting in Stockholm in June 1986
approved the initial Syrian occupation of Arab West Beirut,
which was to have encircled Christian East Beirut by Septem-
ber. These efforts were then countered by stiff resistance
from both the Lebanese Army forces led by Dr. Samir Gea-
gea, and Yasser Arafat’s Palestinian military forces.

Gorbachov diplomatic maneuvers

Nearly a year later, the new Syrian military occupation
has occurred as part of an agreement to pursue Gorbachov’s
proposal for an international peace conference on the Middle
East. European sources confirm that one of the back-channels
through which this final agreement was negotiated, was the
Feb. 1-8 visit by Henry Kissinger to Moscow with a delega-
tion from the Council on Foreign Relations.

It was when he was serving as U.S. Secretary of State in
1976, that Henry Kissinger first proposed a treasonous plan
for the partitioning of Lebanon between a Greater Syria and
Greater Israel. That plan is nearly accomplished. In private
talks with Gorbachov, the CFR delegation began negotiating
the terms of a new superpower summit.

On Feb. 20, the day the Syrians entered Beirut, Gorba-
chov used the unusual channel of the European Community
to announce his latest peace initiative. In a letter to the Bel-
gian chairman of the EC, Leo Tindemans—the first political
initiative ever from Moscow to the EC as an independent
body—Gorbachov announced he would shortly be “calling
for the holding of an international peace conference,” and
requested European approval. On Feb. 23 the foreign min-
isters said yes, underlining that “because of Irangate,” Eu-
rope has “to rethink its role in the region.” Tindemans rushed
to the Soviet embassy in Brussels to transmit the answer.

Few have any illusions that such a conference can be
pulled together, or that a new peace initiative can be success-
ful in this period. Many countries or politicians have referred
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to such a conference, with different mieanings and different
goals. But the exchanges betweeen Foggy Bottom, Moscow,
and Brussels are signals for broader negotiations along the
lines of a New Yalta accord to redivide the world.

On the ground

Syria’s move into Lebanon has the approval of Moscow,
Teheran, and Jerusalem. None of the powers in those capitals
really care about their “allies” on the ground in Lebanon, but
see the warring forces in the country as expendable pawns.

Soviet Muslim-handler Karen Brutents arrived on Feb. 2
in Damascus to meet with the secretary-general of the ruling
Ba’ath Party. Then he spent a week at the congress of the
Lebanese Communist Party, before meeting President Assad
on Feb. 8. Brutents gave Assad a letter from Gorbachov
which obviously had been transmitted to the Soviet Embassy
after his arrival.

While in Lebanon, he met with all of the militia leaders,
especially Druse warlord Walid Jumblatt, and then gave to-
ken support to the Palestinians beseiged by the Soviet tanks
given to Nabih Berri’s Amal, the Lebanese Shi’ite militia.
Intelligence sources suspect that Brutents, with Gen. Ghazi
Kana’an of Syrian military intelligence, gave orders to Jum-
blatt to begin attacking the Amal militia. That created the
pretext for Syria to re-enter the city and separate the fighters.

By Feb. 19, a mauled Berri, Jumblatt, and the Syrian
leadership conferred in Damascus. The next day some 7,000
Syrian soldiers moved into West Beirut under Kana’an, who
wammned that all armed men would be shot on sight. Arguing
that his “friendship to Syria is above everything else,” Jum-
blatt ordered his troops to withdraw to their Shouf headquar-
ters.

This didn’t cost Jumblatt much, since the Druse consider
West Beirut only an “advanced defense line” for retaining
their control over the Shouf mountains.

The Iranians believe that the strengthening of Syria may
be good business right now, despite some degree of compe-
tition over whether Lebanon becomes part of Greater Syria
or a Teheran-led “Islamic Republic,” through an accommo-
dation with Lebanese Sunni forces. (The Sunnis are the ma-
jority branch of the Muslim religion, while the Shi’ites are
the minority branch, which dominates in Iran’s theocracy.)
Thus, the Iranians have agreed that a few of the Western
hostages held by the Hezbollahi, the Iranian Shi’ite militia in
Lebanon, may be put in a situation “wh¢re Syria will be able
to release them.” Iran is also concentrating its efforts on the
creation of a “Shi’ite belt,” to be centered in Iran and Iraq.

As for its Damascus “ace,” sources suspect that with
Moscow’s support Syria will once again seek to annex East
Beirut, even if indirectly through its militias, thereby con-
trolling Lebanon. In coming weeks, Damascus is expected
to reactivate the pro-Syrian Christian forces of Elie Hobeika
and to use them for an assault against. Lebanese President
Amin Gemayel’s loyal military leader, $amir Geagea.
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French Take Gloves Off

Soviet-sponsored international
terrorism goes on trial in Paris

by Thierry Lalevée

With the opening on Feb. 23 in Paris of the long-awaited trial
of George Ibrahim Abdallah, the founder of the Lebanese
Armed Revolutionary Fractions (FARL), more than ten years
of Soviet organized irregular warfare in the Middle East and
Europe stands to be exposed.

Abdallah, arrested in France in October 1984, was al-
ready condemned last October in Lyons to several years in
jail for the use of forged documents, carrying weapons, and
association with terrorists. In Paris, he is on trial for-personal
responsibility in the murders in 1982 of U.S. military attaché
Charles Ray and Israeli diplomat Ya’acov Barsimantov, as
well as an assassination attempt the same year against Robert
Home, the American consul in Strasbourg.

In the 10 days leading up to the trial, the French govern-
ment decided to deploy in key areas of Paris and throughout
some cities in France a large-scale police and paramilitary
deployment. Such a deployment was made necessary follow-
ing the terror wave last September, organized by friends of
Abdallah under the name of the “Arab Solidarity Committee
with Arab Political Prisoners,” which killed 12 during a
bombing spree in supermarkets and other public places.

One week before the Feb. 23 trial, the ASALA, as well
as the “Special Operations” department of George Habash’s
PFLP, launched separate warnings of new terror reprisals if
Abdallah were not released. The ASALA also urged the
release of one of its members, as well as of Iranian terrorist
Anis Naccash, who tried to kill Shahpur Bakhtiar, the former
prime minister of Iran, in 1980.

What changed the climate of the trial from a defensive
mood to an offensive one, was the arrest on Feb. 21 of four
of the leaders of the French terrorist group “Direct Action.”
Jean Marc Rouillan, Nathalie Menigon, Joelle Aubron, and
George Ciprianni were caught on a small farm in the center
of France. Direct Action has been responsible for more than
80 bombings in the last five years, as well as several assas-
sination attempts and actual murders; the last was in Novem-
ber 1986 when they gunned down George Besse, the director
of the nationalized automobile manufacturing firm, Renault.

Police reports indicate that the terrorists were planning
the kidnapping of a high level French figure in exchange for
one of theirs, the jailed Regis Schleicher. Though so far,
there is no indication that the arrest of the four founding

48 International

members of Direct Action will affect Abdallah’s trial, this
may come at a later point. French intelligence and law en-
forcement agencies have known for years that Abdallah’s
FARL functioned as the international liaison between Euro-
pean terrorists and Middle Eastern terrorist organizations and
states.

Abdallah: a Soviet agent

Creating a climate for major revelations to come out of
the Abdallah trial has been the publication by several media
of part of his police file. The move has been interpreted as a
precaution that if, in case of political and diplomatic pres-
sures, the French government refrains from exposing all of
Abdallah’s connections, part of them would be made public
anyway. Besides publishing precise data over a five-year
period which retrace most of Abdallah’s movements around
Europe and his circumstantial involvement in the murders
mentioned above, a few particular facts stand out.

First, contrary to the general belief that the Abdallah
terror cell has been known to European intelligence only
since the early 1980s, the police reports document that Ab-
dallah’s name surfaced as early as 1975. Abdallah joined
Habash’s PFLP in 1969. By the mid-1970s, he was with the
network of international terrorist “Carlos.” The arrest of Car-
los’s associate in Beirut, Michel Mokarbel, brought up Ab-
dallah’s name for the first time.

Mokarbel was then extradited by Lebanese security to
Paris, where French counterintelligence used him to bait a
trap against Carlos. In June 1975, Carlos succeeded in escap-
ing, killing two French inspectors and executing Mokarbel.
In the following weeks, several of Carlos’s safehouses were
raided. There, French police found documentation on an
upcoming assassination attempt against U.S. Ambassador
Francis Maloy in Beirut. Maloy was ultimately killed in June
1976, a few weeks after Syrian troops took over the city. In
this documentation, both the name of Abdallah, and one of
his associates, Selim al Khoury (considered the mastermind
behind the terror bombings in Paris in September 1986) were
found.

The same police report also precisely documents the ac-
tivities of Abdallah between 1975 and 1979, when the FARL
was officially created. Of special importance are details
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showing that the FARL was created under the sponsorship of
Soviet intelligence as a false “splinter” group which was to
look independent and “family-oriented” (in reference to the
numbers of brothers and cousins of Abdallah), but whose
tasks were twofold: to use such a cover to build new European
terrorist networks, and to act as an unofficial liaison between
the so-called “Euro-Terrorists” and Middle Eastern terror-
ism. The creation of the FARL had no other purpose, than to
spread further confusion as to the actual game-masters behind
terrorism.

A central figure in that process has been one Ibrahim
Ahmed Lakhif, a central committee member of the Lebanese
Communist Party, which acts as a local liaison between the
PFLP of Habash and the Soviet Embassy. In 1977, he also
served as a liaison to then-Colonel Ghazi Kanaan, now a
general, director of Syrian intelligence for the whole country.
It was Lakhif who picked up the Abdallah group in early
1977 to give them an eight-month-long series of ideological
seminars on Marxism. After this ideological training, they
were sent to the “Special Department” of the PFLP for further
training.

The French media have put out precise details on how all
of the members of the Abdallah groups were sent to Algeria,
Syria, China, and the East bloc countries, especially Bulgar-
ia. Bulgaria was for several years the headquarters of the
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Soviets upgrade

‘Operation Green’
by an In\?estigative Team

Well-informed Scandinavian sources have reported that So-
viet intelligence has decided to upgrade Soviet manipulation
of “ecology movements” in the West.

This would represent a third phase in Soviet wooing of
the ecology/*“Green” movements. Already in the late 1960s,
the Soviets played a role in launching such neo-malthusian
movements as the Club of Rome International and the Inter-
national Institute of Applied Systems Analysis (IIASA), to-
gether with such individuals as Lord Solly Zuckerman, for-
mer scientific adviser to the late Lord Louis Mountbatten of
Britain. The Soviets realized that “ecologism,” with the in-
ternational drug trade, would be most useful in helping the
West commit suicide.

In summer 1985/spring 1986, this took on a new dimen-
sion, particularly after the Chernobyl nuclear disaster. Per-
sonal direction over what might be called “Operation Green,”
was taken by Ivan Frolov, editor of the Soviet magazine
Kommunist and a member of the Club of Rome, who met
with a West German Green Party delegation in Moscow in
December 1985, and visited West Germany in May 1986.
Also, a confidential meeting of seven European Communist
parties, held in Austria in May 1986, resolved to integrate
the activities of the Communist parties and the “Green” par-
ties.

EIR has identified four foci of Soviet concentration, in

_encouraging and manipulating Western ecological move-

ments, in addition to Soviet publications’ praise for the West
German Green Party. They are:

® The Varna, Bulgaria-based “Eco-Forum for Peace,”
established in August 1986. The Eco-Forum Governing Board
held a private meeting in Moscow during the Feb. 14-16
extravaganza conference called by Soviet leader Gorbachov,
with 900 individuals from the West attending. Westerners in
the Vama Group, or Club of Vama, include American-bom
Arthur Westing, of the Stockholm International Peace Re-
search Institute (SIPRI); Vincent LaBeyrie of France; and
representatives of the Center for Human Ecology at Edin-
burgh University in Scotland. According to participants at
this meeting, Eco-Forum president Ivan Frolov was una-
bashed in stating that he thought that “environmentalism”
was important for the West, but not necessary for the Soviet
Union.

@ The “New Détente” project of the Transnational Insti-
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wte"TNI) in Amsterdam. TNI is the European branch of the
Washington, D.C. left-radical Institute for Policy Studies.
The “New Détente” project will sponsor a meeting in May or
June 1987, on East-West cooperation in “ecology and eco-
nomics.” “Peace and green groups” from Poland, Hungary,
and possibly Czechoslovakia are expected to attend. Project
coordinator is Mary Kaldor, chief figure in the Arms Control
and Disarmament Project of Sussex University’s Science
Policy Research Unit (SPRU). Kaldor hopes to use the “New
Détente” project as a springboard for decoupling the United
States from Western Europe.

® The “European Network for East-West Dialogue,”
based in West Berlin, and headed by Green Party Euro-
parliamentarian Dieter Esche. With Kaldor in attendance,
the European Network met in Amsterdam on Feb. 14. “Eu-
ropean Network” literature stresses “ecological goals” as pri-
mary in its work, and its organizational document has a
substantial sub-section on “Economic and ecological coop-
eration,” which attacks “military-industrial complexes,” and
calls for “new efforts [to] be made to find a proper balance
between economic growth, the aim of social equality, and
ecological requirements. Economic activity must in its daily
practicetake into consideration the fact that natural resources
are limited. . . . We think that a re-evaluation of nuclear
technology is necessary in light of the lessons to be drawn
from the Chernobyl catastrophe. . . .”

® The Vienna Center for Research and Documentation
in the Social Sciences. Based in the Austrian capital, the
“Vienna Center” was founded in 1961 by Polish writer Adam
Schaff, later a Club of Rome fellow-traveler. It has instituted
an “Eco-Econ Project,” and is studying East-West collabo-
ration on this front. The Vienna Center is headed by a Czech,
one Charvat, and is studying a proposal from the Czech
Academy of Sciences, for a new project on “European cul-
ture.” It patronizes a European-wide “ethnography project,”
co-directed by Soviet Institute of Ethnography head Julian
Bromley and Cambridge University professor Emst Gellner.
The Vienna Center’s Barbara Rhode, a Green Party member,
was at the founding meeting of the Club of Varna.

The Soviets have also opened flanks through the older
organizations, the Club of Rome and IIASA.

Club of Rome co-founder Alexander King attended an

. East-West cultural conference in Soviet Central Asia in Oc-

tober 1986, sponsored by Soviet writer Chinghiz Aitmatov
and addressed by Gorbachov. Since then, King has been
played up in the Soviet media. King’s daughter, Jane King,
is an instructor at the Club of Vama-connected Center for
Human Ecology in Edinburgh. IIASA, headed by Soviet
Global Systems Analysis director Dzherman Gvishiani, has
sponsored, also in Varna, Bulgaria, joint projects on per-
spectives in education, with the Bulgarian Ludmila Zhivkova
Foundation, named after the late, gnostic daughter of Bul-
garian leader Todor Zhivkov. One such joint meeting was
held in 1985, and a second is slated for 1987.
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Andean Report by valerie Rush

Colombia’s ‘bad neighborhood’

J ust days after Brazil declared a sus-
pension of payments on its massive
foreign debt, former Colombian For-
eign Minister Abd6n Espinosa Vald-
errama wrote in the daily E!/ Tiempo
that Colombia is “no longer the privi-
leged inhabitant of a bad neighbor-
hood. We now find ourselves in the
same boat.” Espinosa pointed to the
fall in coffee prices on the internation-
al market, and the increased percent-
age of its export income that Colombia
is now paying to service its debt, won-
dering aloud if Colombia, too, will
have to go the route of a “tactical mor-
atorium,” like Brazil.

The oft-repeated government line
that Colombia is the well-behaved ex-
ception to the rule in indebted Ibero-
America, is no longer holding water.
Under the government program of
“IMF austerity without the IMF,” be-
gun during the predecessor Betancur
regime, unemployment and bankrupt-
cies have skyrocketed and officials are
openly admitting that the country’s
1986 growth rate was almost entirely
financed by artificially high coffee
prices and a more than 50% increase
in “services” (read: illegal) income
laundered into the system through the
infamous “black market window” at
the central bank.

The daily La Repiiblica reported
Nov. 30 that Colombia had been forced
to increase budget appropriations for
servicing the foreign debt by 74.7% in
the first 10 months of 1986 alone. Cof-
fee banker Fernando Londofio Hoyos
warned Jan. 13 that coffee exports
would bring an estimated $1 billion
less into the country in 1987, and pre-
dicted expensive government bailouts

Brazil’s moratorium is forcing Colombia to examine more
closely the veracity of its so-called “privileged” status.

of debtor companies.

In his year-end review of the coun-
try’s 1986 economic performance,
Comptroller Rodolfo Gonzéilez Gar-
cia wrote that the economic panorama
was “beginning to cloud over,” and
ridiculed “the very Colombian talent
for tip-toeing on the question of the
foreign debt so as to not awaken sus-
picions in the great metropolises.”

While other “companions on the
same trip” were taking tougher stands
in negotiations with the creditors, de-
clared Gonzélez, Colombia was per-
mitting its deals with the banks “to
prove onerous for the expense budget,
reducing possible margins for social
investment and obliging us through the
effect of unbridled devaluations to
readjust the costs of basic services and
subject domestic prices to the rising
cost of the dollar.”

Colombian Cardinal Alfonso L6-
pez Trujillo, in an interview with the
Italian monthly Trenta Giorni reprint-
ed in the Colombian daily E! Espec-
tador of Feb. 4, added the authority of
the Vatican to growing anti-usury sen-
timents: “It has become much more
difficult to deal with the debt. . . . If
great changes are not made . . . the
pressure for payments which do not
even begin to amortize the debt, will
result in intolerable social costs. . . .
One President [Alan Garcia of Peru]
has said that in such a situation ‘the
external debt is eternal debt.’”

Lépez Trujillo’s sentiment, en-
capsulated in the Vatican’s recent
document, “An ethical consideration
of the international debt” (see page
28), has also been embraced by the
Colombian labor movement. The

United Confederation of Workers
(CUT), representing 80% of Colom-
bia’s organized trade union move-
ment, backed the Brazilian debt mor-
atorium as “a sovereign decision in
defense of its people as well as the
people of all Latin America.”

The CUT statement also endorses
President Garcia’s 10% ceiling on for-
eign debt payments, and calls on “all
Colombian warkers to mobilize in
support of the important decision tak-
en by Brazil,” while proposing “acon-
tinental meeting of workers to lay out
a common strategy for all representa-
tive labor organizations on the debt
problem.” The CUT document, signed
by CUT president and former Labor
Minister Jorge: Carrillo Rojas, con-
cludes: “We workers have much to
contribute in the creation of a new in-
ternational monetary system, in which
usury is suppressed and the criteria of
economic justice reign.”

The Barco government has so far
ignored these waming signals. In re-
sponse to the Brazilian move, presi-
dential economic secretary Enrique
Penalosa Londofio declared Feb. 24
that a debt moratorium was not part of
the Barco government’s plans. He said
that Brazil’s determination “obeys the
autonomy of each country and we can-
not second it, since we have a very
different and highly favorable situa-
tion which enables us to meet our ob-
ligations punctually.”

The daily Eil Espectador answered
editorially that,like Colombia, South-
ern Cone countties like Brazil and Ar-
gentina “took their doses of financial
morphine, which not only did not cure
but aggravated the problem. . . . In
view of these examples, to remain
blind and persist in believing it couldn’t
happen here is' as incredible as it is
explosive.”
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Northern Flank by Géran Haglund

It’s illegal to think of nuclear power

The extremists determining party politics in Sweden are modern
King Canutes trying to stop the tidal wave.

Years of relative silence in Sweden
regarding nuclear energy—after the
1980 popular referendum ostensibly
settled the matter once and for all—
have now been followed by a new de-
mand to shut down all nuclear reac-
tors. Ironically, the renewed nuclear
energy debate erupted after the Social
Democratic minority regime sought to
outlaw even thinking of building more
nuclear plants.

After the 1980 referendum, the
Parliament decided that no more nu-
clear reactors were to be built in Swe-
den. Butthecoming on-line of several
new reactors then already under con-
struction, has more than doubled nu-
clear electricity generation since 1980,
accounting now for fully one-half of
all Swedish electricity, anuclear ratio
surpassed only by France. Thus the
paradox of one of the world’s most
anti-nuclear regimes presiding over
one of the biggest nuclear energy pro-
grams per capita.

In spite of this—or, maybe be-
cause of it—the many opponents of
the cheapest, safest, cleanest, and po-
tentially most abundant energy tech-
nology already in operation, have
reactivated their campaign to translate
Sweden’s consensus of 1980 into
practical policies today: 1) build no
new reactors; and 2) shut down the last
reactor by 2010, atthe latest. Secretly,
they have begunto fear that this policy
might not be workable, unless people
start getting used to life without ener-
gy-

In order to enforce this anti-nucle-
ar policy, an ad hoc majority of the

Swedish Parliament, composed of the
ruling Social Democratic Party, the
supportive Communists, and the op-
position Center Party, passed legisla-
tion proposed last year by Energy
Minister Birgitta Dahl, stipulating that
“nobody must make construction de-
signs, calculate costs, order equip-
ment, or take other such preparatory
measures aimed at building a nuclear
reactor within the country.”

Nicknamed the “Brainwashing
Paragraph,” the law is meant to ban
all qualified projections of costs that
might show the economic superiority
of building more nuclear reactors, rel-
ative to coal- or oil-fired power plants,
windmills, etc. Rather than the pre-
vious legislation, which simply out-
lawed new reactors, in itself an ex-
treme measure, the new law attempts
to ban the act of merely contemplating
more nuclear power!

Energy Minister Dahl wants to shut
down the first two reactors, those of
the Barsebdck nuclear plant on the
southern Swedish coast, during the
1990s, in spite of their intended life-
span extending well into the 21st cen-
tury. But the anti-nuclear extremists
of the Center Party, to whom Dahl
appears to be a “pro-nuclear hawk,”
want to shut them down by 1987-88.
These are backed by, among others,
the Danish Social Democrats—the
Barsebidck plant directly faces the
Danish capital of Copenhagen, across
the straits separating Sweden from
Denmark.

Even Swedish Social Democrats
have opposed such a radical shut-

down, knowing that this past winter,.
for example, Sweden’s electricity
consumption was only barely met by
its own electrical power production.
Experts estimated that a temperature
drop of but a few degrees centigrade
would have sufficed to trigger an elec-
tricity blackout, as demand for heat-
ing would have surpassed power sup-
ply. A

But come spring, the fundamen-
talists within the Center Party and the
Danish Social Democracy, much like
11th-century Danish King Canute’s
attempt to stop the incoming tidal
wave, are calling for the shutdown of
the Barsebiick plant, which in 1986
produced 7% of Sweden’s electricity,
in reckless contempt for the over-
whelming probability that another
winter will come in 1987.

While Sweden’s parliamentary
parties—having kept the Greens out,
not by fighting their ideas, but by
adopting them as their own—are all
complicit in the dismantling of one of
the world’s most ambitious nuclear
energy programs, many scientists have
now begun to speak up against this
unprecedented waste of advanced re-
search and high-technology invest-
ments launched in the late 1940s
through the 1960s.

In an open letter to the govern-
ment, 60 science professors from
Lund, the university town neighbor-
ing Barsebéick, warned on Jan. 21 of
a premature reactor shutdown, and at-
tacked the hysteria being whipped up
against nuclear energy. Noting that an
end to nuclear energy would mean
massive construction of coal-fired
power plants, with a “serious increase
of the air’s carbon dioxide content,”
the scientists demanded an energy
policy based on “reason, knowledge,
and responsibility,” where not only no
premature shutdowns would occur, but
the decisian not to build any more re-
actors would be reversed.
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Report from Bonn by Rainer Apel

‘Decoupling’ faction strengthened

The new government’s foreign policy is tilting toward Moscow,

as U.S. troop cuts loom.

In the aftermath of the January elec-
tions in West Germany, which re-
turned Chancellor Helmut Kohl to
power and strengthened the hand of
his foreign minister, Hans-Dietrich
Genscher, the advocates of “decou-
pling” the Western alliance have lost
no time in shaping the foreign policy
of the new government. While their
continuing calls for U.S. troop with-
drawals from Europe receive high
publicity, an intensified diplomatic
courtship with Moscow has begun.
The latest in the chorus of disen-
gagement calls was a letter by Sen.
John McCain (R-Ariz.) to the editors
of the daily Die Welt, published on
Feb. 25. The senator announced: “All
effortstoreducethe [U.S. budget] def-
icit will inevitably lead to a close re-
view of defense expenditures, which
absorb 25% of the total federal budg-
et.” Mentioning the calls for troop
withdrawal by Henry Kissinger and
Zbigniew Brzezinski, McCain pre-
dicted: “Therefore, I think it is likely
that the United States will withdraw
troops from Europe in the next years.”
The same view predominates in
the office of Chancellor Helmut Kohl.
His national security adviser, Horst
Teltschik, sided with the U.S. disen-
gagement faction, in an interview in
the Feb. 21-22 edition of the Sturt-
garter Zeitung: “In the U.S.A ., a de-
bate has already begun, whether 40
years after the Second World War, it
wouldn’t be time for the U.S. to re-
duce its engagement in Western Eu-
rope—this is understandable, given
the richness of nations in Europe. Why

should an American accept, in the long
run, that an annual budget of $125
billion be spent for Europe’s defense,
while the budget deficit of the United
States is reaching astronomic dimen-
sions?”

Arrangements are well advanced
for Moscow to fill the vacuum left by
the United States. Teltschik himself
will confer with Soviet Central Com-
mittee secretary Anatoli Dobrynin in
late April, and the agenda will deal
with “prospects of extended economic
cooperation.” The ground for this ar-
rangement was laid by trips of ranking
representatives of German industry to
Moscow during the previous month.

At the end of January, Otto Wolff
von Amerongen, president of the east-
ern trade divison of the German In-
dustry Association, traveled to Mos-
cow. He met with several top-level
Soviet officials, including Yevgeni
Pitogranov of the Moscow Chamber
of Trade and Commerce. Pitogranov
is known as a KGB general, whose
main assignment it is to build political
contacts to businessmen in the West.

Amerongen and Pitogranov talked
about Gorbachov’s reform program
and the so-called Peace Forum which
was to take place in Moscow in mid-
February. The two agreed that atten-
dance of a high-powered delegation of
West German industry at this forum’s
economic panel was most welcome.

The delegation, which was put to-
gether within days after Amerongen’s
return from Moscow, listed top names
of German industry and banking: Ernst
Pieper (Salzgitter Steel), Joerg Henle

i

(Kloeckner Steel), Wemer Dieter
(Mannesmann Steel), Berthold Beitz
(Krupp), Friedrich W. Christians
(Deutsche Bank), and Amerongen
himself.

Topics discussed included joint
projects in the nuclear power sector,
cooperation in monetary affairs, and
transfer of Western high-technology
products to the Soviet Union.

Back from Moscow, Christians
and Amerongen gave interviews to the
press, to advertise Gorbachov’s new
economic policy as a “great chance for
German industry.” Christians said on
German TV on Feb. 17: “I consider
the Soviet Union the big market of the
future.”

In an article published on Feb. 19
in the Frankfurter Allgemeine Zei-
tung, Amerongen reported that his So-
viet discussion partners had men-
tioned plans to “make the ruble at least
partly convertible.” In another inter-
view, published the same day by the
weekly Stern magazine, Amerongen
denied the propagandistic character of
the Moscow economic forum, por-
traying it, instead, as a welcome
“framework for discussion between the
international world of business with
the relevant people who work on the
reforms here.” Christians, in another
interview with the weekly Der Spie-
gel, revealed on Feb. 23 that the talks
in Moscow had dealt “with very con-
crete projects,” notably “cooperation
in the nuclear technology sector.”

These interviews provided the
context for the ongoing Bonn coali-
tion talks on the new government’s
policy toward Moscow. Suddenly the
Christian Social Union of Franz-Josef
Strauss withdrew ‘its opposition to
Genscher’s pro-Soviet policy, and the
three Bonn coalition parties agreed to
“continue the illusion-free, realistic
détente policy of the previous govern-
ment.” :
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Report from Paris by YQes Messer

Drug legalizers speak out

French President Frangois Mitterrand is giving his backing to a

drug lobby asset.

An open ideological war is being
waged over drug policy in France, be-
tween the supporters of legalization
and the Chirac government.

The way this war has broken out
is itself a victory for the government.
After the March 1986 elections, the
government announced a war on
drugs, to be conducted by both the
Justice Ministry of Albin Chalandon
and the Interior Ministry of Charles
Pasqua. The “Chalandon Plan” shift-
ed to a less liberal policy toward drug
addicts and traffickers—meaning jail
for those who refuse to be cured. This
simple change of behavior against one
of the weapons of the counterculture
is creating the conditions for a fore-
seeable cultural paradigm shift in
France, especially since concern over
the AIDS epidemic is also mounting.

The revolt against the Chirac gov-
ernment’s anti-drug measures has
come from pro-drug, counterculture
supporters, in particular in the Social-
ist Party. The first salvo came when
the Socialist Party-linked Dr. Claude
Olievenstein, who “cures” addicts by
giving them palliative drugs, com-
plained to Le Monde last Nov. 15 that
he should “have gotten himself more
involved on behalf of the decriminal-
ization of marijuana use.” Then on
Feb. 5, the pro-drug daily Libération
escalated, printing statements by pro-
ponents of drug legalization in France
on the Netherlands model. Speaking
for this policy were Leon Schwartz-
enberg, a member of the peacenik In-
ternational Physicians for the Preven-
tion of Nuclear War, and Socialist at-

torney Georges Apap, the prosecutor
of the city of Valence, who declared
that the way to defeat drug pushers is
to replace the narco-mafia by the state!

Professor Schwartzenberg sug-
gested: “We could imagine a special
entity attached for instance to the
Health Ministry, and managed by re-
sponsible individuals under profes-
sional secrecy, where all the addicts
could come to be registered but in an
anonymous way, before they go into
withdrawal.” Mr. Apap went further:
“Without saying that the increasing
severity of the law is favoring the
scourge, at least may we set forth as
an evident truth that it [the repressive
law] is of no help in curbing it and that
prohibition is useless. Worse, it has
the perverse effects of all bans and,
for instance, favors trafficking. . . .”
He concludes: “Since this phenome-
non is out of our control, why don’t
we organize it?”

These interviews were published
the same day Justice Minister Chal-
andon was invited to a conference at
the French Senate, organized by the
“National Federation of Defense As-
sociations Against Drugs” which
brought together some 500 doctors and
anti-drug experts to endorse the gov-
ernment’s new measures. This popu-
lar support for Chalandon was made
possible after a petition drive to collect
hundreds of signatures of famous sci-
entists’ and professors’ names. The
list was published in late January in
the national press.

This idea goes back to the French
branch of the Anti-Drug Coalitions

founded by Lyndon LaRouche, which
held arally in Paris on Nov. 22, 1986,
and gave the Justice Ministry a peti-
tion of thousands of names supporting
its initiatives. At that time, the Social-
ist media were arguing that Chalan-
don’s measures were unpopular.
Proving the contrary, the Jan. 20 Fi-
garo daily printed an opinion poll re-
vealing that 63% of parents (against
27%) and 50% of citizens generally
(against 35%), support the strong anti-
drug policy.

At this conference, a member of
the “National Committee,” Dr. Leon
Hovnanian, declared: “Contrary to
what has been said, the medical
profession is now proving it is ready
to take up its responsibilities. The
movement is starting to spread to all
other sectors of the French popula-
tion. Support is coming from every-
where, even from companies. . . . We
must reach 100,000 signatures within
six months. This mobilization must
not be disappointing. We hope the
whole government will show solidar-
ity with it. Parents and families, for
too long bewildered and disarmed,
have the right to the legal means to
save their children from drugs and have
intake centers in sufficient numbers to
treat them. If we need to make dem-
onstrations of 100,000 people in the
streets to get them, we are ready to do
it!” he concluded.

He added thatan information cam-
paign to France’s 150,000 doctors will
be carried out. Afterthis event, Justice
Minister Chalandon decided to de-
mote the pro-drug Prosecutor Georges
Apap from Valence to the lesser city
of Bobigny. But President Mitterrand
opposed this decision on Feb. 10, “thus
backing Apap’s statements,” com-
mented Chalandon. In fact, this is the
first time a French President has pro-
tected an asset of the drug lobby, which
Chalandon once labeled “intellectual
terrorists.”
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Report from Rome by Liliana Celani

Patriots appeal to save Italy

Patriots for Italy Movement. Only by

]

A new movement has emerged to rally the nation against the
threat from the Soviet Union, AIDS, and economic collapse.

About 50 distinguished Italians,
among them a former chief of the de-
fense staff, generals, industrialists, a
parlamentarian, teachers, and musi-
cians, on Feb. 24 published in the
Rome daily /1 Giornale d’ltalia the
first “Call to Italian Patriots.” The call
they issued launches a new movement
calling itself Patriots for Italy, to save
the country from the dangers threat-
ening it: the AIDS plague, the Soviet
threat, and economic and moral col-
lapse.

Among the signers are Gen. Dui-
lio Fanali, former chief of the defense
staff (Italy’s highest military post);
Col. Fernando Pouget, former collab-
orator of Guglielmo Marconi in the
Italian Army; Prof. Bernardino Lat-
tanzi of the Guidonia School of Aero-
dynamics, which first tested hyper-
sonic flight; Michele Colombino, who
chairs the World Piedmontese Asso-
ciation and is a regional counsellor in
Turin; Salvatore Meleleo, a parlia-
mentarian of Italy’s majority party, the
Christian Democracy (DC); Sen. Be-
nedetto Todini of theRome provincial
association; and Fiorella Operto, the
chairman of the Schiller Institute in
Italy.

The “Call to Italian Patriots” reads
as follows:

“Dear Italians: Never before was
our nation in such danger of being de-
stroyed physically as well as morally.
The AIDS plague which is spreading
so rapidly, is so dangerous that it might
kill the whole world population within
40 years; it would be a worse catastro-
phe than nuclear war. As with all epi-

demics in the past, AIDS is the con-
sequence of a usurious economic pol-
icy demanded by the financial oligar-
chy. Such economic austerity caused
misery, particularly among the popu-
lations of the Third and Fourth World;
and it was the collapse of living stan-
dards which spread the virus so rap-
idly. Also our nation is so impover-
ished, morally and economically, that
it does not guarantee the demographic
development and the well-being of all
Italians. The measures against AIDS
adopted by the Italian government will
not stop the epidemics; we need a
large-scale emergency health pro-
gram. And we have to have the cour-
age to change current economic and
financial policies. Italy urgently needs
an economic boom.

“Another enemy threatens Italy
and Europe: Soviet imperialism’s war
plans. Do not be fooled by the ‘re-
forms’ and the détente proposal of
Gorbachov: Moscow has declared war
on Western nations, a war fought with
all means, from terrorism to sabotage,
from drugs to political corruption to
moral degeneracy. Only from a posi-
tion of strength shall the Atlantic Al-
liance start negotiations with the So-
viets. Italy can contribute, with its sci-
entific and technological potential, in
cooperation with the United States,
Europe, and Japan, to realize the space
shield. Any ‘historical compromise’
with Moscow will have disastrous
consequences for our freedom.

“We call on all Italians who want
to defend the nation and to see it prog-
ress, to join us in the creation of a

reviving the great Italian scientific and
cultural tradition, the ideals of Dante,
Leonardo, and Verdi, the Christian
heroism of San Francesco and Santa
Caterina da Siena, and the noble po-
litical passion of patriots and scientists
around Cavour, will Italy make a pre-
cious contribution to humanity, in fac-
ing the challenges of our time.”

The call was issued in the middle
of a new wave of terrorism hitting It-
aly, and a government crisis provoked
by the “Moscow faction” inside the
Christian Democracy, led by Foreign
Minister Giulio Andreotti, who is cur-
rently visiting Bulgaria and the Soviet
Union, whitewashing the Soviet role
in the attempted assassination of the
Pope.

The call was welcomed by mili-
tary officers and other citizens who
called to join the Patriots, and ex-
pressed their fear that Andreotti might
become the next premier and form a
pro-Soviet government, with the sup-
port of the Italian Communist Party.
Premier Bettino Craxi has announced
the demise of his ruling coalition, and
Andreotti is demanding his “right” to
form a new government, as soon as he
returns from Moscow.

To further intensify the political
and economic crisis in Italy, Gorba-
chov is extending the “carrot” of new
détente offers to the Italian govern-
ment, through a message delivered to
Craxi.

The effect the Patriots’ call had in
Rome and all over Italy can be seen
not only by the many phone calls the
Patrots received, but also by the refus-
al of some dailies, such as Il Giornale,
which claims to address a conserva-
tive audience, to publish it as a paid
ad, because of its clear words against
the Soviet role in terrorism and drugs,
which deny the “friendly image” the
Italian press is portraying of Gorba-
chov.
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Mother Russia by Konstantin George

Czar Mikhail’s Russification drive

When the Communist Party chief hails the “Russian soldier-
liberator,” non-Russian nationalities, beware!

Not aday passes these days without
Western newspapers hailing Soviet
leader Gorbachov as a “reformer” and
“liberalizer.” Yet, as his recent state-
ments during a tour of the Soviet Bal-
tic republics of Latvia and Estonia
document, the real Gorbachov repre-
sents the “Russian Party” chauvinist
elite of the Soviet Nomenklatura.

On Feb. 19, Gorbachov addressed
the Latvian Communist Party leader-
ship in the capital city of Riga. The
speech hailed “the Russian” as the his-
torical “soldier-liberator” of the Baltic
states, and was fully quoted in all So-
viet newspapers of Feb. 20. To avoid
wrecking Gorbachov’s image, no
Western newspaper published the fol-
lowing passage:

“We know the real history of czar-
ist Russia; we have our own views and
evaluations, based on a scientific
Marxist analysis. . . . In the memory
of our peoples, what’s constantly being
kept alive and passed on from gener-
ation to generation, is, that repeatedly
in the course of many centuries, the
Russian soldier-liberator came to help
the Baltic grain-growers and fisher-
men to defend their native soil against
profanity and servitude, and against
foreign conquerors.”

Latvia and Estonia were indepen-
dent states until 1940, when they were
(as a result of the 1939 Hitler-Stalin
Pact)invaded and brutally reincorpor-
ated into the Russian Empire.

The Baltic states have never re-
covered from the mass executions and
deportations conducted under Stalin.
To this day, the number of Latvians

and Estonians in their respective “re-
publics” has yet to reach the popula-
tion level recorded in the 1935 census.
By the 1979 census, Latvians com-
prised only 53% of the population of
their “own” republic—a result, in part,
of the postwar policy of massive forced
settlement of Russians in the Baltic
regions. Given the accelerated immi-
gration of Russians into Latvia and
Estonia during the 1980s, and the ex-
tremely low birth rates among Latvi-
ans and Estonians, by 1990 Latvia will
join Kazakhstan as the second non-
slavic “republic” having a slavic ma-
jority, and may well follow Kazakhs-
tan in having a Russian installed as
Communist Party boss.

In October 1985, Gorbachov can-
didly told the French Communist Par-
ty newspaper L' Humanité that his top
concern was the low birthrate among
Russians. It was only a matter of time
before the “Russian Party” elite began
calling for “solutions” to the “prob-
lem” of the population explosion and
resistance to Russification among the
Muslims of Soviet Central Asia. After
the December 1986 riots in Kazakhs-
tan, triggered when Gorbachov in-
stalled a Russian to rule there, there
emerged a racialist side to Gorba-
chov’s glasnost (openness) campaign
that the Western media would prefer
to ignore. The Russian media began
to proclaim that the U.S.S.R. has too
many Muslims.

In January 1987, the Soviet news
agency TASS announced that mea-
sures would be taken to lower the bir-
thrate in Muslim Tadjikistan, border-

ing on Afghanistan and China. The
Tadjiks have the highest birthrate in
the Soviet Union. This marks the first
time in Soviet history that a policy of
stopping a nationality’s population
growth has been proclaimed. The
move against the Tadjiks is the start of
a drive against the other high-birth-
rate Muslim nationalities in Central
Asia. The latest news available from
Kazakhstan confirms this.

Pravda of Feb. 11 denounced the
Kazakhstan media for an “exaggerat-
ed emphasis” on Kazakh “national
culture and language,” and for en-
couraging “national egoism and anti-
Russian resentments.”” Newspapers in
Alma Ata, the Kazakh capital, were
accused of reporting only about per-
sons with Kazakh names, and publish-
ing pictures mostly of Kazakhs.

The Pravda article contained the
first Soviet denunciation of the high
Kazakh birthrate. Two Kazakh mag-
azines were attacked for publishing
articles in December 1986 hailing the
high birthrate, and for predicting that
Kazakhs would become the republic’s
majority by the year 2000.

Following Gorbachov’s Baltic
tour, the campaign against non-Rus-
sian nationalism has been extended
further. The latest example is the So-
viet Republic of Moldavia, (until 1940,
the Romanian province of Bessara-
bia), another Hitler-Stalin Pact addi-
tion to the Russian Empire. Moldavi-
an party boss Semyon Grossu, at the
just-concluded Moldavian Komsomol
(party youth) congress, delivered a
harsh attack against Moldavian na-
tionalism, now affecting “above all”
the youth, who are “falling victim to
enemy propaganda.” Grossu was
brought in to rule Moldavia under the
late General Secretary Leonid Brezh-
nev, and has been, along with the
Moldavian party leadership as a whole,
the object of personal denunciations
from Moscow.
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From New Delhi by Susan Maitra

Flap over AIDS testing

The protest by foreign students puts the issue of a battle plan

against AIDS on center stage.

In August 1986, it was decided at a
top-level meeting of officials of the
Education Department and the Exter-
nal Affairs and Health Ministries, that
all foreign students in India would have
to undergo a test to determine whether
they were carrying the AIDS virus.
There are about 25,000 foreign stu-
dents in India, about 80% or more from
African countries.

A circular marked “Strictly Con-
fidential” was promptly sent out to the
140-0dd educational institutions in the
country, ordering them to implement
the decision and report back on their
actions.

Six months later, after several sco-
remore AIDS cases have been discov-
ered in the country (including the case
of several African students who were
deported in January) and after a Janu-
ary reminder to the university vice-
chancellors from the Human Re-
sources Ministry, the move to imple-
ment these orders has provoked a fi-
restorm of protest from foreign stu-
dents.

The protest erupted at Bombay
University, where officials made ad-
mission to the year-end exam condi-
tional on the AIDS test certificate, and
then spread to Delhi and Lucknow.
Foreign students in Delhi have called
a protest march against “arbitrary and
discriminatory AIDS test require-
ments,” and vowed not to comply.

Days before the Bombay outburst,
Delhi University authorities had sent
a letter to all affiliated colleges man-
dating “urgent action” on the AIDS
test for foreign students. Now they are

stalled in consultations with the Hu-
man Resources Ministry.

By contrast, in Madras, all the es-
timated 300 foreign students have al-
ready been tested without protest. One
exception was found seropositive for
AIDS.

Foreign student leaders in Delhi
have demanded that the university
suspend the requirement for the AIDS
test until after the April/May exam pe-
riod, or until efforts to seek reversal
of the government policy are exhaust-
ed. In a letter to the vice-chancellor,
African Students Association (India)
President Ndirangu Maina charged that
the idea that AIDS was an African vi-
rus was unscientific and racist—a
charge reflecting the cynical Soviet
disinformation campaign pushed by
the pro-Moscow daily Patriot.

At the Delhi protest meeting, Af-
rican students and their Indian sym-
pathizers attacked the government
policy on AIDS testing as a reversal
of India’s pro-Africa stand. But many
students interviewed in the Indian press
said they did not personally oppose the
test, but failed to see why all students
and all foreigners shouldn’t be tested.

It is a happy coincidence that the
controversy surfaced just as Parlia-
ment convened for the budget session.
On the second day of Parliament, the
issue surfaced during question hour,
drawing a categorical statement from
Union Minister for Human Resources
and Development P.V. Narasimha
Rao, that the medical checks of for-
eign students would continue. “It is
much too serious a matter to be jaun-

diced by protests and complaints,” Rao
said, in response to MPs’ complaints
that the practice would spoil India’s
relations with the African countries.
Rao added that allegations of harass-
ment, etc., would be looked into.

The minister was also asked why
only foreign students were being
tested, and not also foreign tourists.
To Rao’s reply that tourists stay just a
short while, whereas students spend a
year or more, an MP queried, “How
much time does it take to pass the in-
fection?”

Indeed. The proposal to subject
foreign tourists, as well as all blood
donors, to the AIDS test requirement
had been made a year ago, following
confirmation of the first several AIDS
cases in Madras. Now, according to
press reports, total AIDS cases in the
country stands at 86.

Moreover, doctors in Delhi report
asignificant increase in the last several
months in the number of of foreigners
taking treatment at the city’s several
posh private clinics. A 45-year-old
American tourist died of AIDS re-
cently in one of these clinics, and a
Swede was rehabilitated sufficiently
to be put on a plane back to Sweden.

The experience has proven to
medical officials here what they al-
ready know: India does not have the
infrastructure to be able to efficiently
check for the disease. As of year’s
end, the health ministry’s proposal for
a $6 million AIDS Control Strategy,
has not been cleared by the Planning
Commission.

So far, in fact, not a single penny
has been allocated for the AIDS pro-
gram. A series of TV advertisements
warning against promiscuity and shar-
ing razor blades, has been squeezed
out of petty cash funds, and the 23
surveillance centers in the country,
equipped only with the inconclusive
Elisa test, are functioning on an ad hoc
basis.
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Israel favors bombing
of Pakistan plant

Israel has repeatedly proposed to India a
joint strike against Pakistan’s nuclear weap-
ons development plant at Kahuta, according

to top-level political analysts in London. The

analysts were quoted in the Jerusalem Post
on Feb. 22.

In 1981, Israel bombed a nuclear facility
under construction in Iraq on its own. How-
ever, it would be impossible for Israeli planes
to attack the Pakistani reactor without re-
fueling facilities in western India.

Although Pakistan is known to have a
nuclear bomb under development at the fa-
cility, India rejected the proposal on three
separate occasions.

According to a report just published in
London, Israel was provided with detailed
satellite photos of Kahuta by convicted
Mossad spy in the United States, Jonathan
Jay Pollard. Israel attributes India’s rejec-
tion to Soviet pressure, and the fact that
India did not want to compromise its lead-
ership of the Non-Aligned movement, the
report said.

England and Syria
to resume ties?

British-Syrian negotiations are under way
for a resumption of diplomatic relations, ac-
cording to a front-page article in the London
Independent Feb. 25. A special Syrian en-
voy, a businessman, is now in London to
negotiate the resumption of full ties.

The crux of the talks is said to be an
agreement by the British Foreign Office to
drop its campaign to get the Europeans to
impose more sanctions against Syria, while
Syria is committing iself to helprelease sev-
eral British hostages in Lebanon, including
“hostage negotiator” Terry Waite.

Waite is believed being held b the Ira-
nian-backed Hezbollahi, inasmuth as Druse
militia leader Wallid Jumblatt recently made
a public request to the Hezbol]ahi for his
release.
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Columnist Robert Fisk, writing in the
Feb. 25 Times of London, predicted that
Syria’s international credibility would be
fully restored very soon, when, in the course
of its current occupation of Beirut, the Hez-
bollahi terrorists hand over “a few hostages
to be publicly released by the Syrian army.”
Ongoing negotiations between Syria and Iran
have reportedly reached an agreement
whereby in exchange for the release of some
hostages, the Syrian army will not attempt
to penetrate south Beirut.

Burma launches
drug crackdown

The Burmese army has begun a military
campaign against drug warlord Khun Sa,
who controls the opium trade in the Shan
tribal states, the Burmese sector of the
“Golden Triangle.” Last month, the usually
elusive Khun Sa held a celebration for 700
new recruits to his Shan United Army, at a
base in Burma just across the Thai border
from the town of Mae Hong Son. Khun Sa
claims his army numbers 15,000, and pre-
dicts that the opium crop in Burma will rise
from 600 tons in 1986 to 900 tons this year—
500 tons from territory under his control.

Khun Sa claimed he made $7.7 million
last year, and now is demanding the “auton-
omy” of the Shan people.

As the Burmese army began operations,
border troops in Thailand were placed on
full alert and ordered to repel any spillover
fighting.

Moscow hails the
the ‘German nation’

An article on the “German Question” in the
weekly Moscow News, by the Soviet Central
Committee’s Germany expert, Nikolai Por-
tugalov, has raised eyebrows in West Ger-
many. Portugalov announces that there now
exists a “new, concrete, and dynamic pro-
cess of national self-confidence among the
West Germans.”

The article continues: “Certainly for
every German, including every progressive-
ly inclined West German, the people of the
GDR [East Germany] are also German, and
belong to the same Nation.”

The Soviet press has more typically de-
nounced German “nationalism” as an indi-
cation of “revanchist” or “militarist” senti-
ments—this, to the extent that West Ger-
many has been a pillar of the NATO Alli-
ance. The current shift reflects a Soviet bid
to foster “nationalism” against the United
States. The statements were clearly author-
ized by the Central Committee.

The article contains a wholehearted en-
dorsement of German ‘“nationalism,” by
which Portugalov specifies anti-American
“neutralism.” “One component of the new
national self-confidence of West Ger- :
many—this mood finds its fullest expres-
sion in the program of the Greens—is the
growing revulsion with the U.S. position,
especially the hegemonistic and aggressive
course of the present U.S. government, and
the more or less latent (in the case of the
Greens, open) neutralist attitude.”

There have been many signals recently
that Gorbachov might revive the tactic of
the notorious 1952 “Stalin Note,” proposing
Germany’s reunification on a “neutral,” i.e.,
Soviet-dominated basis.

Israeli police bust
Orthodox patriarch

Parts of a large-scale regional arms-for-drugs
network, operating between Jordan, Israel,
and Egypt, were uncovered by Israeli police
when they arrested the Greek Orthodox Pa-
triarch of Jerusalem on Feb. 10. Theodurus
I had $1 million worth of heroin and gold in
his car at the time. Because of his diplomatic
immunity, he was released.

In November 1986, Armenian Archi-
bishop Adjemian was caught in similar cir-
cumstances.

Israeli sources report that the network,
originally based on the smuggling of gold,
has been operating in Jordan, the West Bank,
Gaza, and Egypt. The West Bank. trade
amounts to 7 kilograms of gold per day, for
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Egypt about 150 kg. In exchange, Egyptian
currency is smuggled through Jordan to the
Gulf.

However, in recent years, the same net-
works have been used to smuggle drugs such
as heroin and hashish, as well as weapons
which have been used in the West Bank.

Priests have been often used for such
smuggling, since they can claim immunity.
In the mid-1970s, Melkite priest Msgr. Hi-
larion Capucci was caught with weapons for
the Popular Front for the Liberation of Pal-
estine, and spent time in jail before being
expelled.

Church of England
Jacing deep schism

The deepest schism since the Reformation
is threatening to engulf the Queen of Eng-
land in a constitutional crisis as the Church
of England fissures apart.

At issue is “a vote this week on women
priests,” the Daily Mail reported front-page
Feb. 23. As the Feb. 26 Synod of Anglican
bishops, clergy, and laity prepares to meet,
the Mail notes, several warnings are being
heard of a mass exodus, if a proposal calling
for legislation allowing women’s ordination
is approved.

Joining Bishop of London Dr. Graham
Leonard, who says he will lead a walkout
from the Church, is British farm minister
and ex-Tory chairman John Selwyn Gum-
mer, a leading lay member of the Synod. He
predicted: “This is the issue which will force
me out—and not just me but thousands of
priests and tens of thousands of laity.”

The Mail says that the matter could be-
come “extremely sensitive,” because the
Queen is the head of the Church.

The proposed changes have been pushed
forward by Robert Runcie, the Archbishop
of Canterbury, the Church of England’s
highest prelate. He is an appointee of the
Queen and is known to have her full backing
for such “reforms,” including changes in the
Nicene Creed modeled on the churches of
the East.

At the same time, “Mrs. Thatcher, a
supporter of the Bishop of London on most
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ecclesiastical issues, is certain to be irritated
if one of the constitutional pillars of the
country shows signs of splitting apart,” says
the Mail. “The Prime Minister is still in-
censed by the Church of England’s critical
report on the impact of government policies
on the inner cities.”

Rehabilitation of
Buhkarin seen

Some Kremlin-watchers believe that the re-
gime of Mikhail Gorbachov is trying to pre-
pare the Soviet people for the rehabilitation
of one of Stalin’s chief opponents, the “right
opposition” leader until his purge in the
1930s, Nikolai Bukharin. Bukharin was a
chief agent inside Russia of those Western
financial interests allied with the Soviet
Union after 1917, called “The Trust.”

Bukharin’s rehabilitation would sym-
bolize Gorbachov’s revival of those “Trust”
relations Bukharin represented, broken up
by Stalin in the Great Purges.

Among the signals is an article appear-
ing in the Soviet KGB mouthpiece Litera-
turnaya Gazeta’'s Jan. 28 issue. One “V.
Listov” reviews a movie series, “Aspects of
a Portrait of V.I. Lenin,” now running on
Soviet television. He comments: “One of
the most revealing episodes . . . shows the
quiet but intensely polemical dialogue be-
tween Lenin (M. Ulyanov) and Nikolai
Bukharin (O. Tabakov) about the Brest
peace. . . . Bukharin is a clever opponent
with a splendid grasp of logic, and the ac-
cusations he makes against Lenin are per-
sonal as well as political.

“That Lenin was right and Bukharin
wrong is a historical fact. . . . But. . . Uly-
anov and Tabakov achieve something more
than an affirmation of the facts. . . . Uly-
anov subtly and accurately stresses Lenin’s
ability torise above accusations of a person-
al nature and prevent the argument from de-
teriorating to the point where it is merely a
matter of personalities. The opponent may
be wrong, he may even be angry and ag-
gressive, but itis necessary to maintain your
respect for the other participant in the de-
bate if he is sincere and honest.”

Briefly

@ A BRITISH citizen, Derek Gre-
gory, goes on trial for heroin-smug-
gling in Penang, Malaysia March 2.
Drug-smugglers there face the death
penalty. Last year, two Australians,
and in February of this year, six Ma-
laysians and one Thai were hanged.

@® HOME DELIVERY of mari-
juana and hashish has begun in Am-
sterdam. A “company” called Blow
Home Deliveries will operate out of
one of the 120 pot-distributing “cof-
fee houses,” anid customers can tele-
phone for supplies. The drugs are il-
legal, but sales aretolerated if minors
aren’t involved.

@ AN EAST GERMAN ship was
caught in mid-February in the Jorda-
nian port of Aqaba with several mil-
lions of dollars worth of hashish on
board. Press give no details, noteven
the ship’s name. A similar cover-up

~went into effect around the Kapitan

Tomson, a Soviet ship caught with
heroin aboard in Holland last year.

@ ZAIREAN President Mobutu
Sese Sekou will be asked to give the
U.S. military access to Zaire’s Ka-
mina air base when he holds talks
with high-level U.S. officials Feb. 24-
25 in Washington. Mobuto was to
meet with Vice-President Bush, Na-
tional Security Adviser Carlucci, and
Secretary of State Shultz.

@ PAKISTANI President Zia-ul
Hagq told Indian Prime Minister Rajiv
Gandhi and Indian President Zail
Singh, during;talks Feb. 21, that if
they insisted, he would sign a “pack-
age declaration” confirming that Pak-
istan will have nothing to do with the
Sikh separatist movement in India. In
return, India would have to renounce
support for Pakistani separatists.

@ THE AFRICAN National Con-
gress, the South African terrorist or-
ganization, has rejected Britain’s call
for a constitutional conference to end
apartheid, calling it a ploy. ANC
Secretary General Alfred Nzo called
the proposal “an insult to Africa by
the Thatcher government.”
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The overdue fall
of Donald T. Regan

by Webster G. Tarpley

In a press conference at the National Press Club in Washing-
ton, D.C., on April 9, 1986, Democratic Presidential candi-
date Lyndon H. LaRouche demanded the jailing of the White
House Chief of Staff, Don Regan. In the late afternoon of
Friday, Feb. 27, 1987, the first step toward the fulfillment of
that demand was completed as the sacked Regan flung out of
the White House in apoplectic rage after his job had been
transferred to Howard Baker, the former Republican Senate
Majority leader.

Fortwo years Don Regan had sought to hold the President
and the White House in a tyrannical grip. His peripeteia was
as unceremonious as could be imagined: Although Regan
knew that the Tower Commission report had brought his
tenure toan end, he was obsessed with the notion of a graceful
exit, prolonging the agony into the following week to save
face. Instead, one day after the Tower Commission report
was delivered, Baker was called to the White House and
offered the job of chief of staff, which he accepted. Nancy
Reagan’s office in the East Wing then issued a statement
welcoming Baker’s appointment, even before Regan’s res-
ignation had been announced. The President then issued a
statement saying that Don Regan had asked months ago to
return to private life, and that now, with the Tower report
completed, the President was regretfully accepting his res-
ignation, effective immediately. It was only then that the
furious Regan dictated his one-line resignation, and departed
from the White House forever.

Baker was not the first choice to fill the chief of staff post,
but rather the second or third choice. The job may have been
offered to former Transportation Secretary Drew Lewis. It
was certainly offered to Reagan crony and former Sen. Paul
Laxalt, who declined, and television networks attributed the
refusal to Laxalt’s own desire to run for President. Laxalt
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suggested Baker for chief of staff. Although Baker, by his
own admission, had previously declined an offer by the Pres-
ident to become the director of Central Intelligence, he ac-
cepted what he called the highly sensitive post of organizing
the White House.

A scoundrel departs

With Don Regan a scoundrel departs from the Washing-
ton scene. This was the boss of Merrill Lynch who, in the
late *70s supervised the creation of money-laundering mech-
anisms that processed hundreds of billions of dollars in dirty
money from the international narcotics traffic. Don Regan
was the White House enforcer for the junk-bond asset-strip-
ping bandits of Wall Street, and, through them, for the oli-
garchical families which control the great rentier fondi of
Europe. Regan was the single most important factor in the
debacle of the second Reagan administration, having had
prime responsibility for the insane Gramm-Rudman law and
the deficit-cutting hysteria, the Reykjavik sell-out, and the
big lie of the Reagan recovery. Regan’s ham-handed stupid-
ity played a part in the decision to launch the Challenger
Space Shuttle under the worst conditions. Regan’s obsession
with austerity had poisoned administration relations with the
Congress. He was hostile from the very beginning to launch-
ing a War on Drugs, even telling Nancy Reagan that she
should refrain from getting involved. He was responsible for
the nomination of William Weld as assistant attorney gener-
al, amove that condemned the'War on Drugs to failure. Most
characteristic of Regan was that he was consumed with hatred
for Lyndon LaRouche and his friends, and took a leading
role in fomenting the illegal, politically inspired vendetta that
has been unleashed against LaRouche.

Don Regan will be followed into oblivion by his bureau-
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cratic hatchet-men and retainers, the so-called Mice. The
victims of this imminent hecatomb will include White House
counsel Peter Wallison, Assistant to the President for Cabinet
Affairs Peter Kingdon, Regan’s own executive assistant
Thomas Dawson, and Regan’s Staff Secretary David Chew.
The weekend at the White House will be devoted to a com-
prehensive staff reorganization. At the same time, Frank
Carlucci and Gen. Colin Powell at the NSC are completing a
review of all ongoing covert operations with a view to deter-
mining if they are in harmony with overall policy.

Don Regan was one of the great villains of the history of
the 20th century. One day soon he will be brought to justice.
The mere fact of his ouster is a vast net gain for humankind
as a whole.

Baker’s background

Howard Baker entered the Senate in 1966. He had mar-
ried Joy Dirksen, the daughter of Everett Dirksen of Illinois,
the GOP Senate leader of the middle *60s. During the Water-
gate scandal, Baker was the ranking Republican member of
the committee chaired by Sam Ervine that investigated the
affair. Baker’s profile was moderate to liberal. In 1977, he
became the Republican majority leader. He entered the Re-
publican presidential primaries in 1980 but was soon forced
to drop out of the race. Under the Reagan administration, he
generally voted for what the White House wanted. In 1984
he was not a candidate for reelection because he wanted to
prepare another bid for the White House. In the meantime,
he has been earning $750,000 a year working for Vinson and
Elkins of Houston, John Connally’s law firm, which numbers
among its clients such firms as Merrill Lynch, Parisbas, Mor-
gan Stanley, and Dillon Reed.

Baker’s nomination was widely welcomed in Congress,
where it was said that through him the administration had
procured “instant credibility.” Relations between the White
House and Capitol Hill, as already noted, had been made into
a shambles by Don Regan. If he proves loyal to the Presi-
dent’s deep desire to see the Strategic Defense Initiative
become reality, Baker could help gain irreversible congres-
sional commitment to Caspar Weinberger’s proposal for the
deployment of the SDI. It is unlikely that Baker could become
the Rasputin of the White House to the degree that the Pres-
ident’s “cousin,” Don Regan, did.

The Tower Commission report

The stage for the long-overdue fall of Don Regan had
been set by the release of the Tower Commission report. This
document must be examined not as a serious attempt to bring
to light any new truth about the Iran-Contra scandal, but
ratheras the seal of an attempted temporary political compro-
mise among rival factions that are, at a deeper level, ulti-
mately irreconcilable. This fact is reflected in the composi-
tion of the Commission itself: former Senator Tower of Tex-
as, who was chairman of the Senate Armed Services Com-
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mittee, is linked to Republican Party circles as well as to the
interface of the Pentagon with defense industry. Former Air
Force General Scowcroft is an asset of the Kissinger-Trila-
teral Commission networks. Former Democratic Senator and
Carter Secretary of State Edmund Muskie was there to rep-
resent the Carter-Mondale Democrats and the partisans of
Global 2000. Every statement in the Tower report reflects the
haggling among these three groups.

The genesis of the Tower compromise transpired as fol-
lows, according to informed sources. Certain liberal Demo-
cratic circles were beginning to float plans for driving Presi-
dent Reagan out of office, using aspects of the Irangate scan-
dal for this purpose. These plans came to the attention of
Attorney General Edwin Meese, who was impelled by his
own best trait, his loyalty to the President, tolaunch a coun-
terattack. Meese saw to it that certain revelations about Proj-
ect Democracy, Carl Gershman’s National Endowment for
Democracy, and their connections to the Oliver North net-
works appeared in the New York Times and in other locations.
The waming to the pro-Watergate Democratic cabal was
clear: An attempt to hound the President out of office would
lead to the systematic exposure and destruction of the Project
Democracy infrastructure, includingthe most precious assets
of the Democratic National Committee, the Anti-Defamation
League, and the AFL-CIO.

Shortly after these Meese-inspired salvos appeared, the -
New York Times published an op-ed jointly authored by Wal-
ter Mondale and Frank Fahrenkopf of the Republican Nation-
al Committee. In the op-ed, entitled “An Innocent Victim of
the Iran Scandal,” Mondale and Fahrenkopf, who are both
on the board of the National Endowment for Democracy,
allege that this organization is not what Oliver North repeat-
edly refers to in his notes as Project Democracy, but rather a
benign private, non-profit entity formed by the cooperation
of labor, business, the two political parties, and organizations
of the private sector. The op-ed notes that this organization
is active on behalf of “openness” and “democracy” in such
places as the Philippines, Haiti, Taiwan, Guatemala, South
Korea, Chile, and Paraguay—all governments that are being
deliberately destabilized. It is further alleged that the NED is
active in a similar way in Argentina, Peru, Colombia, and
the Central American and Caribbean countries, as well as in
Soviet bloc nations, South Africa, Afghanistan, Northern
Ireland, and Nicaragua. The publication of this “bipartisan”
letter was widely seen as signaling that the forces contem-
plating the ouster of the President weré desisting in hopes of
saving their “Project Democracy” assets.

Placing responsibility

The Tower Commission reflects a consensus that nothing
more damaging than errors of judgment will be attributed to
the President, and that Don Regan, among the officials still
in office, will be singled out for retribution. The coup de
grace for Regan came under the rubric, “The Failure of
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Responsibility,” in the chapter entitled “What Went Wrong.”
The relevant passage isas follows: “The President’s manage-
ment style is to put the principal responsibility for policy
review and implementation on the shoulders of his advi-
sors. . . . President Reagan’s personal management style
places an especially heavy responsibility on his key advisors.
Knowing his style, they should have been particularly mind-
ful of the need for special attention to the manner in which
his arms sale initiative developed and proceeded. On this
score, neither the National Security Advisor nor the other
NSC principals deserve high marks. . . . Mr. Regan also
shares in this responsibility. More than almost any Chief of
Staff of recent memory, he asserted personal control over the
White House staff and sought to extend this control to the
National Security Advisor. He was personally active in na-
tional security affairs and attended almost all of the relevant
meetings regarding the Iran initiative. He, as much as any-
one, should have insisted that an orderly process be observed.
In addition, he especially should have ensured that plans were
made for handling any public disclosure of the initiative. He
must bear primary responsibility for the chaos that descended
upon the White House when such disclosure did occur.”

The report’s limited merit

With these highly laudable observations, however, the
analytical merit of the report is exhausted. The rest of the
report can be charitably characterized as a failure, on the
following specific counts:

® The Tower Commission refuses to restore the morality
of United States foreign policy by condemning the Iran rap-
prochement as such: “The Board believes that a strategic
opening to Iran may have been in the national interest but
that the United States never should have been a party to the
arms transfers.”

® The question of Carter administration arms deliveries
to Iran and the activities of Cyrus Hashemi is avoided, no
doubt through the good offices of Muskie, who was in the
State Department at the time. The origin of the opening to
Iran is relegated to “intellectual threads” in the minds of
Howard Teicher and Geoffrey Kemp back in 1982-84.

® Concerning the National Security Council, the Tower
report limits itself to recommending the abolition of a covert
operations role: “As a general matter, the NSC Staff should
not engage in the implementation of policy or the conduct of
operations.” The report is at great pains to stress that no
changes in the NSC system ought to be made: The “solution
does not lie in revamping the National Security Council Sys-
tem.” The essential argument here is that the structures of the
“formal interagency policy process” are sound, and the caus-
es of the current “aberration” must be sought the human
failings of individuals. This ignores the central Constitutional
role of the President’s Cabinet, and also begs the question of
the systematic, institutionalized perversion of the NSC initia-
ted by Henry Kissinger. “The Board recommends that no
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substantive change be made in the provisions of the National
Security Act dealing with the structure and operation of the
NSC system.”

® Although the report takes some pot-shots at Secretary
of State Shultz and even Defense Secretary Weinberger, there
is strange silence on the role of Vice President Bush, whom
the Senate Intelligence Committee report had identified as
being present in a number of important White House meet-
ings on Iran, and as supporting the arms-shipment initiatives.

® The report yields scant insight into the little Irangate
cover-up, the one organized by North with his secretary Fawn
Hall in late November when it was clear that the jig was up.
More important, there is no attention to the primary, institu-
tionalized Irangate cover-up, located in the of fices of Stephen
Trott and William Weld at the Department of Justice and
Oliver Revell at the FBI.

® The report makes no attempt systematically to depict
aspects of the affair other than the Iran arms deliveries, al-
though all of North’s and Poindexter’s surviving files were
at the disposal of the Tower board. Scowcroft commented on
television that the Tower report had lacked the time and the
resources to explore'the “Contra side,” and had viewed this
aspect primarily as a “fallout” of the Iranian machinations.
As a result, there are no revelations on such issues as South-
em Air Transport, Assistant Secretary of State Elliott Abrams,
and related topics.

® On the question of the Israeli instigation of the arming
of Khomeini, the report is briefly promising. It is stated that
“. . . elements in Israel undoubtedly wanted the United States
involved for its own sake so as to distance the United States
from the Arab world and ultimately to establish Israel as the
only real strategic partner of the United States in the region.”
Itis added that “there isno doubt . . . that it was Israel that
pressed Mr. Ghorbanifar on the United States. . . . At criti-
cal points in the initiative, when doubts were expressed by
critical U.S. participants, an Israeli emissary would arrive
with encouragement, often a specific proposal, and pressure
to stay with the Ghorbanifar channel. . . . It is clear, how-
ever, that Israel had its own interests, some in direct conflict
with those of the United States, in having the U.S. pursue the
initiative.” However, despite mention of Michael Ledeen and
others, the report does not entertain the question of the U.S.
special relation to Israel, which was anchored in the NSC,
nor of NSC staff acting as agents for the Israeli government.

The board was obviously embarrassed by the frequent
references to “Project Democracy” that are speckled through
North’s private jottings. Their solution is to play dumb: “We
have no information linking the activities described herein as
‘Project Democracy’ with the National Endowment for De-
mocracy. . . . It appears that Lt. Col. North later adopted
the term to refer to his own covert operations network. We
believe this is the only link between the NED and Lt. Col.
North’s activities.” The Tower board knows better. As the
board itself asks, Quis custodiet ipsos custodes?
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Elephants & Donkeys by Kathleen Klenetsky

Trilaterals hit
arough spot

Mario Cuomo’s decision to bow out
of the Democratic presidential con-
test, along with Georgia Sen. Sam
Nunn’s decision not to enter the race
at this time, are the latest signs that the
Democratic Party is suffering acute
disarray.

According to reliable sources, the
party’s kingmakers—Bob Strauss,
Pam Harriman, et al.—cannot settle
upon a viable candidate, and are bick-
eringover whom to put forward. Real-
ity is finally catching up with them.
AIDS is sweeping the country, the in-
ternational monetary system is about
to blow—and not one of the so-called
major candidates, nor the backroom
boys, knows what to do.

The Democratic Party establish-
ment remains wedded to policies as-
sociated with the Trilateral Commis-
sion, and these policies are becoming
increasingly identified as the source of
the economic and other problems
swamping the United States.

Even some of the party’s centrist
leaders are making this point. Sen. Er-
nest Hollings (D-S.C.), a Democratic
presidential candidate in 1984, at-
tacked the “big banks” and the “Tri-
laterals” by name as responsible for
the state of the U.S. economy, in re-
marks broadcast on C-Span television
Feb. 18. America’s economic prob-
lems do not stem from Japanese com-
petition, Hollings said, noting that the
Japanese have just adopted the policy
favoring exports we used to follow.
The problem is that the big banks of
the East and West Coasts are extend-

ing multinational loans that cannot be
paid back, and squeezing potential
U.S. markets. This Hollings labeled
the “Trilateral” policy.

Mario goes to Moscow,
Nunn stays home

Although Cuomo’s departure from the
field was treated by pundits as a dra-
matic surprise, it was obvious that he
hadn’t a prayer of winning. As EIR
has previously reported, there are
enough scandals in Mafia Mario’s
background to make Geraldine Ferra-

.10 seem a paragon of virtue.

Included in that background is
Congressional testimony that mafiosi
contributed to Cuomo’s campaigns.
Such connections finished off Ferraro
politically, and would have done the
same for Cuomo.

Rather than face the American
electorate, Cuomo has decided to take
a series of trips abroad, including one
to the Soviet Union this spring, where
he will lecture at the University of
Moscow.

Sam Nunn’s decision to stay out
of the race appears to be purely tacti-
cal. Both he and his alter ego, former
Virginia Gov. Chuck Robb, stress that
Nunn is keeping his options complete-
ly open. Sources say that the Georgia
Democrat and his backers don’t think
there’s any reason for him to risk get-
ting dirtied at this point, and can af-
ford to sit back and wait while other,
weaker, candidates knock each other
out before making his grand entrance
next fall.

Nunn, a fourth cousin of the de-
spised Jimmy Carter, is finding his
“pro-defense” veneer, which he was
counting on to win votes from conser-
vative Democrats, is wearing thin. His
proposal to pull out troops from West-
em Europe, together with his recent
threat to slash SDI funding if Reagan
adopts the “broad interpretation” of

the ABM Treaty, have shown him to
be a total fraud.

The LaRouche problem

Both Nunn and Cuomo were closely
associated with the Trilateralist out-
look—as is nearly every other present
and potential candidate of both par-
ties. The one notable exception is
Democratic presidential candidate
Lyndon H. LaRouche—a fact which
is causing no end of trouble for party
bigwigs.

The fact that the other Democratic
hopefuls have no answers to the major
crises facing the country becomes even
more apparent when contrasted to
LaRouche, whose proposals for deal-
ing with the AIDS pandemic and re-
solving the Third World debt crisis are
drawing international attention.

Although LaRouche formally de-
clared his candidacy in fall 1985, the
major media has been trying to pre-
tend he doesn’t exist as a candidate.
Press reporting of the internationally
renowned economist has been limited
to smears, with no coverage afforded
to his policies.

This little game reached the height
of absurdity when Rep. Richard Ge-
phardt (D-Mo. ), formaily declared his
candidacy in late February—and was
promptly hailed by the media as the
“first” announced Democratic candi-
date.

EIR has leamned that Democratic
National Committee chief Paul Kirk,
unable to rally party bigwigs behind
any one candidate, is trying to unite
them against one—LaRouche.

Kirk should reflect on an interview
with LaRouche in the Feb. 6 edition
of the French magazine Nouvel Ob-
servateur. There, he said: “I de-
stroyed Mondale in 1984, 1 will de-
stroy Mario Cuomo, Sam Nunn, and
Gary Hart.” Now Cuomo is out of the
race, and Nunn has decided to sit it out
fora while. Who’s next?
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year % CONSTITUTION

How a grand jury was manipulated
against political opponents

by Marianna Wertz

This bicentennial year of the U.S. Constitution will see a
major test of the enduring strength of that document, which
is challenged by the ongoing attempt by government offi-
cials, who are political opponents of declared candidate for
the U.S. presidency, Lyndon H. LaRouche, Jr., to destroy
him and those associated with him, through show trials and
“trial by press.”

The principal weapon in use by U.S. Justice Department
official William Weld, in his witchhunt against LaRouche,
is the grand jury investigation in Boston, Massachusetts since
1984, which has handed down indictments of numerous as-
sociates of Mr. LaRouche, charged with “fraud” and “ob-
struction of justice.” Weld and his cohorts have wielded the
grand jury as a weapon of prosecution in a two-year-long
“trial by press” against LaRouche, in total opposition to the
intent of the Constitution’s drafters. The grand jury was de-
fined in the Fifth Amendment to the Bill of Rights:

No person shall be held to answer for a capital,
or otherwise infamous crime, unless on a presentment
or indictment of a Grand Jury, except in cases arising
in the land or naval forces, or in the Militia, when in
actual service in time of War of public danger; nor
shall any person be subject for the same offence to
be twice put in jeopardy of life or limb; nor shall be
compelled in any criminal case to be a witness against
himself, nor be deprived of life, liberty, or property,
without due process of law; nor shall private property
be taken for public use, without just compensation.

Among the more than 150 motions filed by attorneys
for those indicted in the case, U.S. District Court, District
of Massachusetts,

United States of America v. The LaRouche Campaign,
et al., the question of abuse of the grand jury is prominently
featured, because of its singular role in U.S. jurisprudence:
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In Wood v. Georgia, 370 U.S. 375 (1962), the
Supreme Court identified the role of the grand jury as
a “primary security to the innocent against hasty, ma-
licious and oppressive persection; it serves the in-
valuable function in out society of standing between
the accuser and the accused, whether the latter be an
individual, minority group or other, to determine
whether a charge is founded upon reason or was dic-
tated by an intimidating power or by malice and per-
sonal ill will” and stressed that “an independent and
informed grand jury” was a “necessity to society.”

Last week, this column documented, quoting from the
defendants’ “Motion to Dismiss Superseding Indictment on
Grounds of Discriminatory and Selective and Vindictive
Prosecution” in this case, that Weld and his associates view
the prosecution of LaRouche et al. as a personal vendetta

"against a political figure whom they oppose politically, in

which they are illegally using means in their possession as
government officials. That the prosecution is illegally mis-
using and abusing the grand jury process toward that end,
will be documented in this column.

Boston grand jury abuse

The defendants’ motions on this crucial question are sum-
marized in their “Joint Motion to Dismiss and for Hearing,”
excerpted below: ‘

“In or around October 1984, the U.S. Attorney’s Office
in Boston, Massachusetts opened a well-publicized grand
jury investigation of alleged credit card fraud in connection
with the 1984 presidential campaign of Lyndon H. La-
Rouche, Jr. Subsequently, the investigation was apparently
expanded to include allegation of tax fraud and obstruction
of justice. On October 6, 1986, indictments were returned
against defendants for wire fraud and conspiracy to obstruct
justice. A superseding Indictment was returned on December
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16, 1986, adding several defendants and additional counts.

“As will be discussed more fully below, the grand jury
investigation was characterized throughout by violations by
the office of the United States Attorney [William Weld—
ed.] of provisions of the Fed. Rules of Criminal Procedure:
the willful avoidance of having certain grand jury colloquy
recorded, the intentional disclosure of grand jury testimony
to the media, the failure to inform the court promptly of the
identity of government personnel assisting the government,
and the allowance of government personnel not properly
designated by order of the court to be present in the grand
jury. Far more prejudicial to defendants, however, was AUSA
Small’s undisguised ill-will toward them. Small’s animus
revealed itself on numerous occasions: yelling at witnesses,
raising questions without proper foundation, and generally
manipulating the sentiments of grand jurors as evidenced by
hostile grand juror questioning. AUSA Small’s conduct and
demeanor served to destroy the grand jury’s impartiality, and
his inflammation of the grand jury irreparably prejudiced the
grand jury against defendants.”

Trial by press

While all these violations of grand jury procedures are
documented by the defendants’ brief, most extensively doc-
umented is the use of the grand jury to conduct a “trial by
press” against LaRouche and his associates. As the defen-
dants’ “Memorandum of Law in Support of Defendants’ Joint
Motion to Dismiss . . .,” cited above, summarizes the case:

“The government long ago decided to try their case in the
press rather than in court. The government’s actual case
against the indictees is patently ridiculous. After two years
of intensive investigation from coast to coast, the government
is charging in the original indictment the campaign commit-
tees and individuals with less than $60,000 in credit card
fraud, i.e., less than one per cent of the total money raised
by these committees. The government’s conspiracy to ob-
struct case hinges upon pitting the testimony of Nazis, Klans-
men, terrorists, and felons against people who have no prior
criminal record. The illegal disclosures [to the press] are too
numerous and systematic to be the responsibility of a few
wayward subordinates. Rather, they reflect the policy of the
U.S. Department of Justice, Federal Bureau of Investigation,
and other high government circles to conduct a trial by press
using the power and prestige of the government to defame,
through grand jury ‘leaks,’ the government’s political oppo-
nents. . . .

“The two-year investigation culminating in the October
6, 1986 indictments was the subject of a nationwide govern-
ment-orchestrated media barrage which became especially
intense, pervasive, and systematic during the last ten months.
The continuation of the Boston grand jury after October 6
has been accompanied by a further round of disclosures con-
travening the prohibitions of Rule 6(e). Matters occurring
before the grand jury and even verbatim testimony were
routinely reported on network TV news segments, national

EIR March 6, 1987

wire stories, the front pages of several major metropolitan
newspapers, and many other publications too numerous to
itemize. These grand jury revelations include leaks of ‘pre-
liminary findings’ by the grand jury, claims that the grand
jury has evidence of millions of dollars in credit card fraud,
accusations that material before the grand jury links the ac-
cused with the assassination of a foreign head of state, and
other patently prejudicial material. '

“The indictments at bar resulted from an investigation
which sacrificed the observance of grand jury secrecy and
constitutional liberties on the altar of political expediency.
Former United States Attorney William Weld announced his
investigation of The LaRouche Campaign and Independent
Democrats for LaRouche on local Boston TV less than one
week before the 1984 general election and set the political
tone for the overall inquiry. The circumstantial evidence
adduced below strongly indicates that the government’s me-
dia-mongering was, in part, designed to curb the electoral
successes of candidates for public office associated with Lyn-
don H. LaRouche, Jr.

“One of the organizations affected by the grand jury leaks
was the National Democratic Policy Committee (NDPC), the
political action committee which was instrumental in the
March, 1986 Illinois Democratic primary victories of Mark
Fairchild and Janice Hart. The NDPC, inter alia, was the
nationwide target of grand jury leaks linking the organization
to credit card fraud and the specter of wrongdoing unjustly
tainted the campaigns of numerous NDPC candidates for
public office and party position. Despite the government’s
best efforts, the prosecution was unable to indict the NDPC
on a single count of credit card fraud. The Fusion Energy
Foundation, a tax exempt scientific foundation, was another
innocent victim of the government’s vicious propaganda
campaign.”

The Memorandum quotes from a government document
obtained through the Freedom of Information Act, which
documents the fact that “. . . in mid-February, 1986, the
government at the instigation of Mr. Weld and Stephen Trott
(Deputy Attorney General) convened a national conference
in Boston to discuss the investigation. Although Mr. Weld
was ‘extremely interested’ in the case, the grand jury inves-
tigation had clearly been unsuccessful at the point the con-
ference was convened. The acknowledged target of the in-
vestigation was not ‘fraud’, but ‘fundraising’ activities of
those associated with Mr. LaRouche.”

The following month, on March 18, 1986, two La-
Rouche-associated candidates, Mark Fairchild and Janice
Hart, won the Democratic primary for Lieutenant Governor
and Secretary of State in Illinois. This victory, according to
the Memorandum, “prompted the government to retaliate
against this electoral threat by escalating its press campaign
against the targets of the grand jury inquiry. Within two
months after the triumphs of Fairchild and Hart, virtually
every news outlet in the United States had printed or broad-
cast stories which disclosed matters occurring before this
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grand jury, including a major New York Times report on the
front page of its Sunday edition detailing ‘preliminary find-
ings’ of the grand jury and a Washington Post front page
story containing direct quotes from grand jury transcripts.”

Twenty of the more prominent stories dating from the
Fairchild-Hart victories to the handing up of indictments are
then detailed, including feature articles in the Boston Globe,
Wall Street Journal, United Press International, Village Voice,
Washington Post, Newsweek, NBC Nightly News, New York
Times, Associated Press, Christian Science Monitor, News-
day, the Los Angeles Times, and the Seattle Times.

Perhaps the most outrageous abuse of the grand jury
proceedings by Weld and the prosecution, was the publicity
stunt, in which notebooks seized in the Oct. 6, 1986 raid on
the offices of Executive Intelligence Review and other organ-
izations associated with Lyndon LaRouche, were turned over
to Swedish authorities investigating the murder of Olof Palme.
According to the Memorandum, “The story was reported by
NBC as a major breaking development in the Palme investi-
gation. According to a national UPI wire dated December 4,
1986, ‘NBC quoted anonymous sources close to investiga-
tion as saying the notebooks, written after Palme’s murder,
contained 45 references to [one-time murder suspect Victor]
Gunnarsson, to the assassination, and to the use of .357
Magnum used in the shooting.’

‘. . . Numerous other media outlets in the United States
and Europe picked up the story after the NBC broadcast, and
published or broadcast high profile accounts regarding the
purported connection between the notebooks and the Palme
investigation.

“As a December 5 UPI release reveals, this story was
discredited long ago by Swedish police and a spokesman said
‘there is a disproportionately great interest among journalists
in the United States about one of the leads we have followed
up during the investigation. . . . Every time NBC or some
other agency from the States calls up about this [LaRouche
angle] we look at each other at police headquarters and say,
“Oh no, not again.’”

“NBC has repeatedly aired false and defamatory stories
claiming that Mr. LaRouche and his associates have or are
plotting to assassinate various political figures, including
former President Carter. The leaker(s) of this story could
reasonably anticipate that NBC would make the alleged tie
between the notebooks and the Palme murder a spectacular
nationwide story. It is reasonable to assume that the leakers
intended that the accused and their associates would be de-
famed by the irresponsible airing of this long-discredited
story. Further, these leakers used material pending before the
Boston grand jury to accomplish their designs.”

The defendants’ Motion to Dismiss argues persuasively
that the prejudice of the prosecutors in the case is particularly
troublesome, given the nature of the grand jury. “The grand
jury is a time-honored institution which is a bulwark against
malicious and vindictive prosecutions. . . .” [The] Grand
Jury exists as an integral part of Anglo-American jurisprud-
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ence for the express purpose of assuring that persons will not
be charged with crimes simply because of the zeal, malice,
partiality or other prejudice of the prosecutor, the govern-
ment or private persons.’ United States v. DiGrazia, 213
F.Supp. 232, 235 (N.D.IIL. 1963) . . . Since the grand jury
is asecret, nonadversarial proceeding, there is a special onus
on the prosecutor to behave in a fair and impartial manner to
preserve the ‘independent and informed grand jury.’ ‘[A]
prosecutor who presents a case to a grand jury has the obli-
gation of preserving the fairness, impartiality, and lack of
bias of this important governmental investigative body.’
United States v. Gold, 470 F.Supp. at 1346. The Fifth
Amendment guarantee of an independent grand jury ‘cannot
be achieved in the absence of independent, unbiased prose-
cutors whose concern for justice transcends all considera-
tions.” United States v. Dondick, 460 F.Supp. 849, 855
(N.D.Cal., 1978). It is the government’s transgression of
these principles in connection with the grand jury investiga-
tion which resulted in the instant indictment that forms the
basis for the instant motion.”

Time-honored role of grand jury

A Memorandum of Law submitted in this case by attorney
William B. Moffitt, of Moffitt and Jones, on behalf of Jeffrey
Steinberg and Michele Steinberg, completes the defendants’
argument against grand jury abuse, by relating the centuries-
old history of the grand jury, to underline its necessary role
in a democratic republic.

The grand jury, the Memorandum recounts, “is a judicial
institution of the most ancient lineage. . . . While there is
some Frankish, Scandinavian and Roman precedent for the
grand jury, its place in our Constitutional structure is tracea-
ble to the reign of King Henry II of England. . . . The grand
jury, as established in 1166 with the issuance of the Assize
of Clarendon, has undergone extreme changes. Henry II's
effort to consolidate his power and to utilize the judiciary as
a means of combatting the power of the church and its eccle-
siastical courts was the principal motive forthe establishment
of the grand jury. . . . The grand jury underwent a gradual
transformation, and by the 17th century, it had become a
primary source of protection of the citizenry from the
crown. . . . The institution of the grand jury was brought to
this country by the early colonists and was ultimately incor-
porated in the Constitution. . . . The framers of the Consti-
tution established the grand jury as an institution central to
the protection of basic liberties, and interposed it in the law
enforcement process to safeguard citizens against govern-
mental oppression.”

Whether the grand jury returns to its proper function as
“safeguard,” depends upon the outcome of the case of the
United States of America vs. The LaRouche Campaign, et al.
On trial in this case are not Lyndon LaRouche or his associ-
ates, but the violators of constitutional guarantees, who have
illegally seized the powers of the government for their own
personal and political motives. ' '
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Eye on Washington by nicholas F. Benton

Conservative clowns
stage phony debate

The so-called conservative move-
ment, which spent much of the past 25
years riding on the fame and fortune
of Ronald Reagan, is now staring into
a grim future. The 14th annual Con-
servative Political Action Conference
(CPAC) here drew only 300 hard-core
faithful, and most of them were cyni-
cal, at best, about the revelation that
the man they’d given their money to
over the last decade, Terry Dolan, died
of AIDS recently, after maintaining
what turns out to have been a particu-
larly decadent homosexual lifestyle.

Stalwarts were distressed, since the
comnerstone of the ‘“conservative”
movement’s appeal to the masses has
been the restoration of traditional fam-
ily moral values. But beneath this
rhetoric, the real agenda of these
“conservatives” is the immoral hedon-
ism of “free market” economics—the
economics of the dope trade.

For all the pro-family talk, it is the
replacement of the American System
economics of Alexander Hamilton and
Abraham Lincoln, with the corrupt
economics of Adam Smith and the Vi-
enna monetarists, that has destroyed
the economic underpinnings of the
American family—and the deep
wounds that have been inflicted are
not going to be healed with mere ide-
ology.

At CPAC'’s three-day conference,
President Reagan spoke, quoting the
Viennese economist Ludwig Von
Mises—unaware, perhaps, that he is

- the father of the school that hopes for

a crash of the U.S. monetary system.
But more than the President’s speech,
or the speeches by most of the poten-
tial Republican candidates for the 1988
presidential election, the CPAC audi-
ence was thrilled by the prospect of
the “big media debate.”

It was going to be better than any
professional wrestling match, pitting
conservative columnist Robert Novak
against ABC-TV’s Sam Donaldson,
the boogeyman of conservatives. The
room was jammed to the rafters. No-
vak spoke first, and charged Donald-
son with the crime of being prejudiced
against the Reagan administration. All
the knees in the room jerked, and the
roar of approval was deafening.

The banality of Novak’s charges
made it easy for Donaldson to acquit
himself. “So what?” he parried, and
produced copies of Novak’s column
with headlines attacking the adminis-
tration, to show that Novak was just
as much against the administration as
he was. If being “for or against the
administration” is the criterion for
judgment, said Donaldson, then any-
one who is against Secretary of State
George Shultz (as everyone at the
CPAC conference was, including Rep.
Jack Kemp, their darling for President
in 1988, who called for Shultz’s res-
ignation), is also against the Presi-
dent, because Shultz serves at the
pleasure of the President.

This reporter, who sits daily in the
White House press briefing room
within six feet of Donaldson, can cer-
tainly vouch for the fact that Donald-
son harbors a deep resentment against
the President. But if the conference
organizers were serious about expos-
ing the corruption and perversity of
the national media, they should have
done so directly. That would have
meant exposing the interlocking di-
rectorates of elites controlling these
institutions—not focusing on a run-

of-the-mill media whore like Donald-
son. This, apparently, they were not
willing to do.

In short, “the great debate” was a
sham: proof of how a handful of ma-
nipulators, like Paul Weyrich and his
late friend Terry Dolan, are suckering
patriotic citizens into a dead-end cause.

But the good news is that their day
in the sun has passed.

Republicans preparing
for a ‘dark horse’

Strategies for the 1988 Presidential
race are firming up quickly in both
parties.

Republican “conservatives” are
rightfully panicked by their dim pros-
pects for victory—thanks to the eco-
nomic crisis and the “Irangate” scan-
dal—and are working feverishly to
pull their act together behind Jack
Kemp—with Pat Buchanan not only
denying he’ll run, but refusing to even
show his face at the CPAC confer-
ence, to avoid drawing any attention
away from Kemp. Even evangelist Pat
Robertson is being shunned in this cli-
mate of desperation.

However, it is a foregone conclu-
sion that this is a losing battle. If Vice-
President George Bush falters, the
mantle will go not to Kemp, but to
Kansas Republican Sen. Bob Dole.
But if Dole, a weak campaigner, can’t
cut it, then the Republicans are pre-
pared to move to a “dark horse,”
someone with no links to the current
embattled administration. Earlier, this
column suggested Rep. Bob Michel
(R-IIL.), but he has aged significantly
in the past year. A more likely candi-
date for the “dark horse” position is
Donald Rumsfeld, the former defense
secretary, or one of two or three strong
Republican governors.

EIR March 6, 1987

National

67



“*Congressional Closeup by Ronald Kokinda

Wilson proposes
commission on AIDS

Senator Pete Wilson (R-Calif.) held a
press conference Feb. 24 to announce
that he will introduce legislation
shortly to create a national commis-
sion on AIDS.

Unfortunately, the bill’s content
makes it quite apparent that Wilson—
who vociferously opposed Proposi-
tion 64, the anti-AIDS referendum
which was on the California ballot in
last November’s elections—is still ca-
tering to the homosexual lobby and the
“GAY-CLU.”

A Wilson staffer, reiterating that
the senator opposes mandatory AIDS
testing, reported that one of the bill’s
main goals is to deter “discrimination”
against AIDS carriers.

Under Wilson’s proposal, the
Health and Human Services Secretary
would appoint 10 members of the sci-
entific community to the commission,
which would be authorized for an ini-
tial five years.

Working under the auspices of the
National Academy of Sciences, the
group’s responsibilities would in-
clude: advising the President and Con-
gress on policies and programs to re-
duce the incidence of AIDS; making
recommendations regarding AIDS-
related health care and research; mon-
itoring the spread of AIDS; and eval-
uating research programs and health
efforts.

‘In-addition, the commission would
be charged with protecting the “civil
rights” of AIDS victims, and would
be required to study the problems en-
countered by AIDS victims in obtain-
ing and maintaining housing, employ-
ment, and other areas of discrimina-
tion.

Wilson’s proposal is backed by
Sens. Lowell Weicker (R-Conn.),
David Durenberger (R-Minn.), Alan

Cranston (D-Calif.), Al D’ Amato (R-
N.Y.), Daniel Moynihan (D-N.Y.),
Bill Bradley (D-N.J.), and Frank Lau-
tenberg (D-N.J.). According to Wil-
son’s office, the White House is ex-
pected to endorse the bill, and Wilson
is confident that it will pass.

Senate Armed Services

Committee to target SDI

The Senate Armed Services Commit-
tee voted 18 to 2 on Feb. 24 to endorse
a nonbinding recommendation to the
Senate Budget Committee, to accept
the administration’s request fora $312
billion defense budgetin FY 1988—a
3% real increase over the current year.

After years of underfunding of de-
fense, however, this seemingly pro-
defense vote by a committee chaired
by Sen. Sam Nunn (D-Ga.) may have
been designed as an exercise in futili-
ty.

The committee first made clear that
its “priorities are different than the
President’s.” A committee source in-
dicated that defense R&D would be
targeted for reductions, and “Star Wars
will be cut.”

At the same time, the 3% real
growth figure seems to be a standing
joke on Capitol Hill. Armed Services
expects the Budget Committee to take
its recommendation and “throw it in
the wastebasket.” Both committees
seem to expect a defense budget with
real growth only if the Gramm-Rud-
man-Hollings balanced budget targets
are eased. Otherwise, defense will end
up with real cuts in the budget, rather
than growth.

House Democratic leaders told
arms-control negotiator Paul Nitze and
Defense Undersecretary Richard Perle
that efforts to expand testing of the

SDI would be countered by House ac-
tion to impose funding cuts crippling
to the SDI program. House Speaker
Jim Wright (D-Tex.) emerged from
the meeting to say that Nitze and Perle
were told it would be a “grave mistake
on the part of the administration to
rush pell-mell into an expansion of the
arms race” by expanding tests. “If
[Reagan] tried to do so,” Wright said,
“he might expect a majority to rebel
and deny him the money to do so.”

Nelson pushes for
expanded NASA budget

Rep. Bill Nelson (D-Fla.), chairman
of the Space Sciences subcommittee
of the House Science and Technology
Committee, called for a $225 million
increase in the NASA budget on Feb.
25.

Nelson opened his hearings by
saying that “the NASA budget is and
has been inadequate to carry out the
space program in a manner expected
by the American people.”

The increase would bring the
NASA budget to a paltry $9.74 billion
total. The additional funds would be
used for expendable launch vehicles,
the Air Force Titan 34D rockets, to
orbit the advanced technology satel-
lite, and the Mars Observer satellite.

The Mars Observer would be
launched in 1990, two years earlier
than planned, and is designed to map
the surface composition of Mars, study
its atmosphere, look for a magnetic
field, and map wind patterns over a
Martian year.

Nelson would like to commit
NASA and the nation to a goal of a
manned mission to Mars in the next
century. But as a spokesman for the
congressman admitted, a decision on

68 National

EIR March 6, 1987



the national goal is yet to be reached.
A national commitment would most
likely have to come from the Presi-
dent, in order to secure the necessary
resources.

Aspin reports on

Reykjavik arms control

The Defense Policy Panel of the House
Armed Services Committee, under its
chairman, Rep. Les Aspin (D-Wisc.),
issued a report Feb. 19, “Reykjavik
and American Security,” on the Oc-
tober 1986 U.S.-Soviet summit in Ice-
land.

Aspin’s major point was that
“Reagan passed up a good deal at
Reykjavik” by refusing to abandon the
Strategic Defense Initiative. “The
President took his own Star Wars rhet-
oric too seriously and gave up a good
deal by treating Star Wars as untouch-
able,” Aspin said in releasing the re-
port.
If Reagan had given up on SDI,
Aspin claimed the 50% reduction in
ballistic missiles discussed at Reyk-
javik, combined with a U.S. Midget-
man land-based mobile ballistic mis-
sile, would “double the number of
American ICBM warheads that would
survive a Soviet attack.” Why one
would choose the Midgetman instead
of a cheaper, more powerful rail mo-
bile MX missile, was not discussed.
Neither were the assumptions of sur-
vivability of mobile missiles, which is
particularly questionable in light of in-
creased chances for Soviet cheating.
Evidence of Soviet violation of arms-
control treaties was not analyzed.

The report also criticized the “zero
option” Intermediate Nuclear Force
(INF) proposal, by suggesting that “a
few” INF missiles should be left in
Europe in order to comfort the Euro-

peans. A military assessment of the
need for Pershings to be based in Eu-
rope, and the overwhelming nuclear
superiority the Soviets would have in
Europe even without their SS-20s, was
never addressed.

While the report starts on the
premise of “Soviet capability to wipe
out virtually all American land based
missiles in a single swift strike,” the
report claims that bombers and sub-
marines would survive such an attack
and be able to retaliate—a dubious
proposition at best.

The end result of Aspin’s arms-
control assumptions, is that the over-
whelming Soviet offensive nuclear
capability can be neutralized without
the SDI.

Brazil moratorium
puts Congress on edge
Treasury Secretary James Baker faced
some skeptical congressional ques-
tioning on the debt crisis Feb. 24, in
the wake of the debt moratorium de-
clared by Brazil. The first chance to
question Baker on Brazil came in a
previously scheduled appearance be-
fore the Senate Appropriations For-
eign Operations subcommittee chaired
by Sen. Daniel Inouye (D-Hi.).
Inouye asked questions on how
much exposure American banks have
in Brazil, the potential impact of the
moratorium, etc. He then asked Baker
to estimate the impact of the morato-
rium on other nations. “What is the
danger that the Brazilian action will
have an impact on other Latin Ameri-
can debtors to effect similar suspen-
sions?” Inouye asked. While Baker
expressed his usual “confidence that
the problem will be resolved,” and that
Argentina, for example, was in a dif-
ferent situation than Brazil, Inouye
pointed out that the Argentine finance

minister was in Sao Paolo,. Brazil, dis-
cussing the moratorium at that mo-
ment.

Inouye, a master of understate-
ment, concluded by asking: “Notwith-
standing the Equadorian moratorium,
and the Brazil moratorium, and the
posibility of an Argentinian morato-
rium, do you think they are cooperat-
ing” in these debt negotiations? “Your
message to the banks is not to panic
but to hang on?” he asked.

Senator Arlen Specter (R-Pa.) told
Baker that banks should be putting up
reserves, since there was a chance “the
loans to Brazil will be considered bad
debts,” and said banks *“ought not to
be paying dividends” when they were
paying them out of bank capital. “It
may become necessary to bail out
American banks,” Specter wamed.
They will “come.back to Congress
upon a great calamity” asking for a
bailout, which Specter seemed to be-
lieve was a necessary step.

Senator Patrick Leahy (D-Vt.)
questioned Baker about the economic
degradation that takes place as nations
are told that “the only viable way” to
pay debts is to “increase exports in the
short term.” Baker denied that the
United States was giving such advice
to these nations; he did not confirm
that the International Monetary Fund
was.
Senator Barbara Mikulski (D-Md.)
asked Baker whether a debtors’ cartel
was being formed, and about Sen. Bill
Bradley’s (D-N.J.) debt forgiveness
plan. Baker said he agreed with Brad-
ley that we must find a way for these
nations to grow, but that could only
take place with the lines to interna-
tional financing remaining open. No-
body mentioned that Peru’s high
growth rate was achieved after it de-
cided to limit debt payments to 10%
of its foreign earnings.
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National News

New York controller
facing Boesky probe

New York City pension funds made $20
million by helping Ivan Boesky’s insider
trading, says the Feb. 22 New York Daily
News. Some of the friends of Harrison Gol-
din may have made a pretty penny, too.
Goldin is New York City controller, respon-
sible for pension funds’ management.

Fund trustees have asked Goldin to re-
port on how Boesky’s activities affected the
value of the funds’ $30 billion portfolio,
because of a disclosure in 1986 that Goldin
asked “friends” to invest in a $1 billion war
chest Boesky was amassing for speculation
in takeover stocks.

The New York Department of Investi-
gationis probing several aspects of Goldin’s
relationship with Boesky, including: the cit-
ed investment solicitations; Goldin’s deci-
sion to invest personally in two of Boesky’s
companies; whether Goldin took actions in
the management of New York City funds
that benefited illegal activities by Boesky.

Jones vote stolen
in Chicago fraud

Even election officials in Chicago were
shocked at the “irregularities” that secured
incumbent Mayor Harold Washington the
Chicago Democratic Party’s mayoral nom-
ination Feb. 24 with 53% of the vote. For-
mer mayor Jane Byrne received 47%.

“LaRouche Democrat” Sheila Jones was
credited with 2,400 votes (exactly 1/5th of
1%) of the 1 million votes cast. Her two
running-mates for citywide office, Ernest
Washington (City Clerk) and Elma Jean
Washington (City Treasurer), won 44,059
and 46,939 votes, respectively, while aid-
ermanic candidate Maurice Johnson, a well-
known LaRouche Democrat, polled 46% in
the suburban 19th District.

Jones’s 1/5th of 1% is the exact rate at
which she proposed to tax the Chicago Board
of Trade. Coincidence?

Voting irregularities began the moment
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the polls opened, with thousands being
handed the wrong ballot. They couldn’t have
voted for Jones if they had wanted to. When
the “error” was discovered, the election
judges decided to record the votes them-
selves—20,000 of them—based on the can-
didates they thought the person intended to
vote for!

Washington’s people were smart enough
to denounce this; Jesse Jackson charged that
there was a “well-orchestrated plan to sab-
otage the election.” Washington decried a
“monumental foul-up [which] simply can-
not be countenanced.”

But one week earlier, the Chicago media
had begun to issue warnings against Jones
and the LaRouche candidates—and the
warnings rose to a crescendo after Jones ap-
peared on television with LaRouche on Feb.
20. More victories like those of LaRouche
Democrats on March 18, 1986 could not be
allowed, said the press. Obviously, some-
one in a position to steal elections was lis-
tening.

PBS runs KGB-spawned
attack on U.S. scientists

The British Broadcasting Corporation’s se-
ries “The Nazi Connection” was aired on the
U.S. Public Broadcasting System’s “Front-
line” show Feb. 25, branding German rock-
et scientists working for the United States
“ardent Nazis.”

The program, designed to discredit the
U.S. space program, was inspired by the
Soviet KGB, naturally enough, working
through the U.S. Justice Department’s so-
called Office of Special Investigations. The
OSI is a “Nazi hunting” office whose sole
source of information appears to be the So-
viet Union.

At one point in the program, BBC inter-
viewer Tom Bower tried to corner the bril-
liant Dr. Arthur Rudolph, whom OSI
hounded into returning to Germany two years
ago, into admitting that he endorsed slave
labor and torture in the Norhausen V-2 as-
sembly plant.

Though great effort went into making
the case during the show that these scientists
were really national security threats, who
were let into the U.S. by immoral Pentagon

officials, it was made clear by Rudolph and
others that the interviewer had never lived
under a fascist regime, where it is not pos-
sible to “disagree” with the SS, or “ask for
a transfer,” as Bower implied could have
been done.

Rudolph then made the important point:
The United States would have gotten to the
Moon without the Germans—but “20 years
later.”

Revell denies
FBI break-ins

The FBI’s number-two man, Oliver “Buck”
Revell, testified under oath Feb. 20 that the
bureau was “not involved in any capacity”
in break-ins against churches and organiza-
tions opposed to U.S. backing for the Ni-
caraguan Contras.

Revell told the Subcommittee on Civil
and Constitutional Rights, which is holding
hearings into the break-ins, that the FBI was
investigating charges by former informer
Frank Varelli that FBI agents in Dallas had
been responsible for some of the break-ins.

Another government witness, Deputy
Assistant Attorney General James Turner,
said there had been “no evidence devel-
oped” to support allegations that govern-
ment agents had committed illegal burglar-
ies.

American theologians
attack Ratzinger

Cardinal Ratzinger’s view of dissent is “a
dangerous novelty” that could destroy “the-
ology in any traditional sense of the word,”
wrote the board of the Catholic Theological
Society of America in their testimony to the
Academic Senate of the Catholic University
of America.

The testimony was filed in December to
support Father Charles Curran’s appeal to
retain his teaching post at the university,
despite his advocacy of homosexuality,
abortion, euthanasia, and much else repug-
nant to the Church.
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After a variety of wamnings, Curran was
removed by Ratzinger, Prefect of the Con-
gregation for the Doctrine of the Faith, for
rejecting the magisterium of the Church.

The Catholic Theological Society’s tes-
timony said that Ratzinger’s view of theo-
logical dissent involves a “‘most dangerous”
blurring of the “distinction between infalli-
ble and non-infallible teaching and between
the assent of faith and the religious respect
of intellect and will.”

“Occasional responsible dissent” was one
of the chief ways in which doctrine has de-
veloped, the statement said.

Democrats to tighten
primary process

Democratic Party National Chairman Paul
Kirk is personally taking a role in heading
off “divisiveness” in the party that could
arise during primary season. The object of
his action is clearly the “threat” of La-
Rouche.

On March 11, Kirk will give a major
speech at the National Press Club, spelling
out plans tourge the 1988 candidates to “keep
the message positive” and avoid attacks on
each other and on party rules. He is also
planning sessions with candidates and their
advisers, and will enlist a group of respected
party leaders to “monitor” the campaign,
and “admonish” anyone who violates the
‘good conduct code.

Under a stern warning from Kirk, no
state party thus far has scheduled any “straw
votes” on candidate preference, like those
of 1984.

Supreme Court tosses

out Fourth Amendment

The U.S. Supreme Court on Feb. 24 took
another bite out of the Fourth Amendment
to the U.S. Constitution when it ruled 6-3
that evidence seized in the course of search-
ing the wrong home or business office is
admissible in court as long as the police
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made an “honest mistake.”

This decision, entitled Marylanmd v.
Garrison, further erodes the Fourth Amend-
ment protections secured by the exclusion-
ary rule. The exclusionary rule permits de-
fendants in criminal cases to suppress illegal
seized evidence.

In 1984, the Court eviscerated the rule
in the case of U.S. v. Leon, by allowing
allows “good faith” exceptions to the
suppression-of-evidence remedy.

The Garrison case opens the door for a
host of illegal searches and seizures under
protection of the novel “honest mistakes”
doctrine. The ruling could have an impact
on certain aspects of attorneys’ efforts in
Boston to suppress evidence illegally ob-
tained in October 1986 raids on the offices
of EIR and other companies associated with
Lyndon LaRouche. Can police agencies vi-
olate the law at will, “in good faith?

Rogers to retire;
was he forced out?

General Bernard W. Rogers will retire in
June as NATO commander. According to
the New York Times of Feb. 24, he will be
replaced by Gen. John R. Galvin, who now
commands U.S. forces in Latin America.

The Feb. 25 Financial Times of London
said that Rogers is being forced to step down
by President Reagan because of his public
opposition to the “zero option” sell-out of
Europe nearly signed by the President at the
Reykjavik pre-summit with Gorbachov in
October 1986.

The newspaper reported that Rogers,
during an interview in Mons, Belgium, . . .
agreed, however, that White House sensi-
tivity to his open criticism of certain U.S.
arms control proposals, such as reducing
medium-range nuclear missiles in Europe to
zero . . . might have contributed to his re-
moval.”

In the same interview, Rogers stressed
that the next two years would be crucial for
NATO, given the renewed calls for U.S.
troop withdrawals and the 1987-88 elections
in Britain, France, and the United States:
“In the run up to these elections, things are
often said which are not conducive to en-
hancing the cohesiveness of the alliance.”

Briefly

@® THE U.S. ARMY has set up a
toll-free spy hotline for use by Army
personnel suspicious of other ser-
vicemen’s activities. The idea for the
spy line came after the May 1985
break-up of the Walker family-and-
friend spy ring made up of current
and former Navy men, who were
convicted. of passing secrets to the
Soviets, including codes that com-
promised submarine warfare opera-
tions. The toll-free hotline number is
1-800-CALL-SPY.

@ HENRY KISSINGER blamed a
“sloppy and unwise” National Secu-
rity Council for Irangate, in a speech
at Tulane University Feb. 25. He
added, “It is important for us to im-
prove relations with Iran.”

@ SEVEN SOVIET Bear bombers
flying near Alaska’s coast were inter-
cepted and turned back by Air Force
F-15 Eagle jet fighters over a four-
day period beginning Feb. 16, said
the Feb. 25 Washington Post. Air
Force spokesman Frank Singleton
said he assumed they were flying
“practice striking routes.”

@ THE NEW JERSEY Assembly
has voted up legislation to impose
mandatory three-year prison terms on
anyone selling drugs to minors near
schoolyards. The vote was unani-
mous. The Assembly also approved
various bills' to appropriate $13.5
million in state and federal funds for
narcotics law-enforcement and drug
education.

@ VIRGINIA STATE indictments
against 16 LaRouche fundraisers on
Feb. 17 were ordered by the Demo-
cratic National Committee, accord-
ing to sourcés close to Democratic
Party headquarters. Governor Bal-
iles, Attorney General Mary Sue Ter-
ry and ex-Governor Charles Robb
were reportedly ordered to move
against LaRouche on any pretext. The
sources warmed that an increasingly
desperate DNC will order similar op-
erations in other states.
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Editorial

A faction for sanity?

From the standpoint of developing any reasonable pol-
icy toward the world economic crisis, the long-awaited
meeting of the Group of Seven in Paris Feb. 21-22 was
atotal bust. Keeping official silence on the largest eco-
nomic-political event of the decade, the debt morato-
rium declared by Brazil, the grouping instead put to-
gether an official demand for austerity by all the nations
involved, and went home.

However, there was something more important
happening behind the scenes. As the press in Europe
began to leak out, the meeting was the occasion for
meetings by a dissident grouping, comprised of Japan,
Italy, and France, which was looking for a different
policy toward the world economy, and particularly Third
World debt.

There was a formal split at the meeting, which cen-
tered around the fact that the inner core nations decided
to exclude Italy from their first day of discussions. Italy
declared that this practice was a violation of the pre-
vious agreements made in Tokyo, and was supported
in this contention by France and Japan. Italy’s repre-
sentative immediately went home, with the threat that
his country would refuse to host the next meeting,
scheduled for June in Venice.

But the first indications of what the content of that
discussion was came only a couple of days later, when
both Japan and Italy announced that they were extend-
ing credit lines to Brazil, at levels of $133 million and
$35 million, respectively. Coming at the time when the
rest of the world’s bankers were screaming about em-
bargoes and similar kinds of reprisals, this action sym-
bolizes a significantly different outlook toward the
South.

A look at the recent actions of the French govern-
ment shows that it is moving in tandem with Italy and
Japan. Not only has Premier Jacques Chirac been con-
sistently hammering home the point that IMF condi-
tions are injuring the Third World, but his colleague in
the finance ministry, Mr. Edouard Balladour, actually
submitted the Vatican’s statement on morality and debt

to his staff for study.

In other words, what is currently emerging is a
powerful bloc of nations, including the most dollar-rich
nation in the world, Japan, which is committed to buck-
ing the murderous austerity policies of the IMF, and
supporting the cause of development in the Third World.

This situation is unique for the post-war period. Up
until recently, there was no question but that the United
States held the balance of power in economic councils,
and U.S. financial policy was firmly in the hands of the
monetarist financiers who are committed to putting their
property values above the value of human life. Since
1967, there has been increasing evidence that this sys-
tem is bankrupt. Yet the U.S. government has refused
to take heed, clinging ever more desperately to the
monetarist nostrums which created the problem in the
first place. Now, the U.S. government’s following of
IMF policy has made it the biggest debtor in the world,
and potentially at the mercy of creditors such as Japan.

The Third World, of course, learned the horror of
IMF monetarist economics a long time ago, and has
periodically attempted to overthrow them. But it has
always run into the block of having no one in the indus-
trialized countries who would dare buck the United
States, and the international financial institutions which
the United States has defended.

But now, aid seems to be on the horizon. First and
foremost, that aid comes from the agency of the Vati-
can, which has determined to sound the alarm at the
apocalypse that could result from continuing IMF aus-
terity. Secondarily, the governments of Italy and France,
whose nations have been devastated by the IMF, have
responded to the Vatican call, and begun to put their
weight behind a moral solution to the economic crisis.

Our sources also report that this nascent alliance is
seriously studying the monetary reorganization propos-
als of Lyndon LaRouche. If so, the faction for sanity
could indeed save the world from falling into the most
dramatic financial collapse in history. A welcome de-
velopment, that didn’t come a moment too soon.
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