


The American Renaissance has 
begun ... At the Schiller Institute! 
Just as in the 15th century, 
publication is at the center of this 
Renaissance. Here are some of 
our recent offerings. 

Read them 
and Toin the 
Renaissance! 

Three volumes of new translations by 
Schiller Institute members 

Selections include: 
William Tell 
Don Carlos, Infante of 
Spain 
The Virgin of Orleans 
On Naive and 
Sentimental Poetry 
On Grace and Dignity 
The "Aesthetical Letters 
The Ghost Seer 
Ballads and Poetry 

Vol. 1: $9.95 retail. 
Vol. 2: $15.00 retail. 
Vol. 3: $15.00 retail. 

To Order 

Ben Franklin 
Booksellers 
107 S. King St. 
Leesburg, V,'A 22075 
ph.: (703) 777-3661 
fax: (703) 771-9492 

Visa and Mastercard accepted 

Shipping: 
- mail ' 
$1.75 first book 

.75 ea add'l book 
-UPS 
$3.00 first book 

1.00 ea add'l book 

by Lyndon H. LaRouche, Jr. 

In this work, 
Lyndon LaRouche, 
economist, statesman, 
and political prisoner, 
presents the means py 
which humanity may 
emerge into a new · 
Golden Renaissance 
from the presently 
onrushing dark age 
of economic, moral 
and cultural collapse. 

Includes 
In Defense of 
Common Sense, 
Project A, and 
The Science of 
Christian Economy. 

$15 retail. 

by Amelia Platts Boynton Robinson 

"An inspiring, eloquent 
memoir of her more than 
five decades on the front 
lines . .. I wholeheartedly 
recommend it to 
everyone who cares 
about human rights in 
America." 

-Coretta Scott King 

For her courage and 
leadership over 50 years 
in the civil rights move­
ment, Amelia Robinson 
was awarded the Martin 
Luther King, Jr. 
Foundation Freedom 
Medal in 1990. This is 
the story of her life. 

$10 retail. 

Pre-Publication Notice ---------------, 

A Manual on the Rudiments of 
Thning and Registration 
Vol. 1: Introduction and The Human Singing Voice 

This book is designed to create a new generation of 
Beethovens-watch this magazine for news of its arrival! 
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From the Editor 

A qUQte from Lyndon LaRouche's first 1992 election campaign 
telecast (Feb. I-see National) is a good way to begin: "As long as 
the United States insists on subjecting the rest of the world to that 
crazy fascist Milton Friedman's idea of free trade,the United States 
itself has no chance of recovery." Friedman's lunatic economics­
and the growing worldwide resistance to it-crop up allover this 
issue: 

Our Feature revisits the democratic movement in China from the 
long-term standpoint of China's attempt to overcome the catastrophe 
of the Maoist Cultural Revolution. Mike Billington "s striking analysis 
separates the current led by the late democratic nation-builder Hu 
Yaobang, on the one hand, from the duplicitous Zhao Ziyang, who has 
acted as the tool of the Anglo-American interests behind Kissinger. 
Those interests aim not at liberating China, but at recolonizing China 
in the name of the "free market." The ideologue of this skewed idea 
of democracy is Milton Friedman, although it all goes back to the 
Opium Wars which Britain declared to force narcotics on China 150 
years ago. (That's why Friedman won the $100JOOO "drugpeace" 
award from the Drug Policy Foundation for his: services in cam­
paigning for drug legalization.) 

Li Peng, the butcher of Tienanmen Square, was one of the "Perm 
Five" leaders who jointly proclaimed the British-authored rules for a 
world empire at the U.N. Security Council on Jan. 31. But it won't 
last. 

In Venezuela, the attempted coup against the dean of Latin Ameri­
can "Bushmen," President Carlos Andres Perez, has sent the signal 
across the continent that the "new world order" intended to police 
Friedmanite economic looting will not be peacefully imposed. 

In Davos, Switzerland, at the elite international bankers seminar 
held there every year, Friedman-clone Jeffrey Sachs fled a press con­
ference, after it was exposed that the shock therapy he is trying to 
impose on Europe's newly liberated nations, is what destroyed the tin 
mining industry in Bolivia and turned the countryside over to coca 
planting. 

In Bolivia, meanwhile, our correspondent Gretchen Small dis­
covered thatEIR' s 1991 expose of the Bush plan to dismantle national 
military institutions on the continent has sparked a total uproar of anti­
U.S. feeling; her report is in International. 
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Sachs is on the ropes 
for 'shock' policies 
by Our Special Correspondent in Davos 

The man who drafted the controversial monetary "shock ther­
apy" policies for the government of Poland, and most re­
cently for Russia, 36-year-old Harvard economist Jeffrey 
Sachs, is becoming extremely defensive about the obvious 
failure of his program. During a Jan. 30-31 seminar to a 
group of international business and political leaders in 
Davos, Switzerland, Sachs feebly struggled to defend his 
"success" in Poland and in Bolivia, the country where his 
entire reputation has been based, amid growing charges that 
his policies have brought nothing but chaos to the countries 
of eastern Europe. 

By far the most controversial issue in the Davos discus­
sions was the Jan. 2 adoption by Russian Economics Minister 
Yegor Gaidar of Sachs's now standard recipe for "shock 
therapy": a "free float" in prices of essential foodstuffs and 
many other commodities. This was alleged to be the way to 
bring under control Russia's runaway inflation, today conser­
vatively estimated at far in excess of 200% per annum, by 
soaking up the rubles printed by past governments in an effort 
to pacify the population and to paper over huge state budget 
deficits. The Sachs plan also calls for drastic cuts in the state 
budget deficit and imposes a draconian value added tax on 
sales of many goods. 

Nikolai Shmelyov, a professor of economics from Mos­
cow, and a member of Russian President Boris Yeltsin' s 
Advisory Council, was scarcely enthusiastic about the Sachs­
Gaidar policy. He told the Davos audience: "What is going 
on in Russia since Jan. 2 is comparable to cutting the leg of 
a patient without using anesthesia. In 1947 Stalin liquidated 
the debt of the state simply by robbing the people of their 
savings, when 90% of private savings were confiscated. Yelt­
sin politically can't get away with the same methods now, so 
he makes the same policy in disguised form. In one to two 
months more, all private savings will have been confiscated 
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from the popUlation." 
The Moscow economist added: "If the government now, 

in addition, decides to move to ruble convertibility, on top 
of the price float, it will be the equivalent of playing Russian 
roulette with the national economy. The government must 
do something to calm the popUlation." 

An associate of Sachs, Marshall Goldman of Harvard's 
Russian Research Center, also took sharp issut< with the 
"shock therapy" model. "I have to differ with my friend 
Jeffrey Sachs. He insists to me that the shock program in 
Poland is beginning now to produce results, but even if we 
accept that it is, Russia is different from Poland. In Russia, 
the country is imposing monetary shock while at the same 
time the country is in the process of breakup. It is creating a 
'supply-side depression,' with inflation, ethnic tensions, and 
the state still holds the monopoly on production." Goldman 
disputed the Yeltsin government's official claim of "only" 
300-400% price increases in basic goods since January. 
"Prices in reality have risen by tenfold or more," he said. 
"This has caused a huge drop in demand, so naturally goods 
reappear in the shops." 

The Polish model is a failure 
Sachs himself was unable to give any but the most clumsy 

effort to justify his controversial monetary policies. A jour­
nalist asked him point-blank, "Tell me, Mr. Sachs, I have 
not been able to find one single country where' shock therapy' 
has succeeded in raising the overall standard of living of the 
population-not in Poland, and certainly not in Bolivia." A 
clearly agitated Sachs snapped back, "What do you mean? 
Poland has doubled its exports and doubled its imports, in 
dollar terms, since 1988." 

Sachs's selection of the time frame is bizarre, especially 
since former Polish finance minister Leszek Balcerowicz did 
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not implement Sachs's shock medicine until two years later, 
in early 1990. The condition of Poland's population in that 
time has deteriorated horrendously by all accounts. During 
the first year of Poland's adherence to Sachs's rigid recipe, 
total industrial production in 1990 plunged 23 %, and another 
15% for 1991, bringing present production levels, according 
to estimates of the Economic Commission for Europe, down 
more than one-third since the onset of "shock therapy. " State­
owned companies have been forced into bankruptcy amid 
soaring interest rates, and a wage austerity policy imposed 
by Sachs and the International Monetary Fund (IMF). Sachs 
did not care to admit the reality that Polish household in­
comes, measured not in dollars but in zlotys, had fallen by 
fully 20% in the nine-month period to August 1991. 

Moreover, a just-released Polish government statistical 
survey for 1991 admits that Poland's unemployment, almost 
non-existent in 1988, doubled in 1991 from the previous year 
to more than 2 million, some 11.4% of the labor force, with 
expectations of an unprecedented 3 million jobless by the 
end of this year. The survey also shows an annual inflation of 
60%, despite two full years of Sachs's anti-inflation policy. 
Further, imports in 1991 did officially grow, but this was 
largely because Soviet oil import costs rose by 72%, hardly 
a sign of economic success as Sachs's comment suggested. 
And the volume of merchandise exports for 1991 ground to 
a virtual halt. Little wonder that in a Feb. 5 communique, the 
new government of Prime Minister Jan Olszewski announced 
plans to move away from the "shock therapy" policies. 

Polish President Lech Walesa charged bitterly, in a speech 
before the European Council in Strasbourg, France, on Feb. 3, 
that Poland has been betrayed by the West. Poles feel that they 
had support only as long as they were needed for detonating 
the "old order" in Europe, he said. Now that job is done, and 
the West is closing its borders to Polish export goods, is not 
investing in the Polish economy, and is only interested in ex­
tracting money from Polish consumers. "You have made a 
profit from the Polish revolution," said Walesa. 

The Bolivian 'success story': cocaine 
Sachs was challenged at the Davos gathering on his so­

called success in Bolivia, where the young Harvard professor 
first claimed that he had accomplished the "miracle" of curing 
hyperinflation. Sachs told his challenger at Davos, "I have a 
friend who is just back from Bolivia and he tells me that in 
the countryside, the economy is booming!" His critic replied, 
"Yes, but that's because those are the very areas where the 
'booming' coca cultivation for the world cocaine market is 
grown! But what have your policies done for Bolivia's tin 
mining industry for example?" 

At that point, an obviously flustered Sachs blurted out, 
"Jesus! That's what my whole policy is all about-to get rid 
of the tin industry!" He then ran hastily from the room, 
leaving unanswered the charges of fostering the coca econo­
my through his monetary measures. 
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Is Russia in a bottomless collapse? 
In other discussions at Davos, radical monetarist Anders 

Aslund, of the Stockholm Business School, tried to defend 
Sachs and the "Thatcherist" anti-state economic policy, only 
to be confronted with the comments of former Gorbachov 
economic adviser Abel Aganbegyan, who reported: "In Rus­
sia we have had almost a 30% collapse in GNP since 1989, 
with no end in sight. The standard ofliviog is collapsing. We 
have no stable banking system, no real agreement among the 
new states of the Community of Independent States. Price 
liberalization is very dangerous, and is creating hyperinfla­
tion and hyper-unemployment." He added that there exist at 
present no effective state structures for organizing oil produc­
tion or transport, and accused the Y eltsin government of 
lacking any overview of the explosive social situation. ''The 
price reform itself has even been badly organized," he said. 
"Some in Moscow say we must do all this in order that we 
would in April or so get some $5-6 billion ruble stabilization 
fund from the IMF. But $5 billion or even $10 billion for a 
country of 300 million is nothing. All export earnings now 
are going to service foreign debt, and half of that is short­
term." 

Underlining the acuteness of the situation, the Russian 
State Statistics Committee, Goskomstat, reported on Feb. 4 
that Russia is going to start running out of supplies of beef 
and poUltry in 19 days, vegetable oil in 20 days, butter in 30 
days, and sugar in 41 days. 

The Moscow newspaper Sovetskaya.Rossiya early in Feb­
ruary accused the Kremlin leaders of "committing planned 
genocide" with the Jan. 2 adoption of Sachs's recommenda­
tion for a food price hike, while keeping salaries, pensions, 
and student grants much lower. "Market prices are absolutely 
out of reach for 85% of the population;" the paper charged. 
"Thus, the transition ... to a 'market-led' economy has 
resulted in a shortage of protein in people's daily diets, which 
will soon lead to health disorders." As a result, the paper 
predicted that the Russian population will drop by 10 million 
within 10 years. 

At the Davos forum, a number of other prominent Russian 
reform leaders underlined the disastrous results of the Sachs 
policies, including Gavriil Popov, the mayor of Moscow, and 
Anatoly Sobchak, the mayor of St. Petersburg. Sobchak told 
the seminar, "If it had not been for the emergency European 
Community food aid, we would have been on the verge of a 
social explosion; as it is, we are still near the brink." "Moscow," 
Sobchak charged, is "not keeping close. tabs on the results of 
their reform. Gaidar is far too optimistic. He says prices have 
risen only 3-4% since his program. In reality I can tell you they 
have risen 12 times or more, with most food items higher by 
10 to 15 times! This is very dangerous." 

Sachs attempted a feeble joke by asking the audience 
if anyone had any "good news" about Russia, and quickly 
brought the seminar to a close when no one did, claiming 
there was "no more time" for questions. 
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Depression racks 
schools, students 
by Joyce Fredman 

In Arlington, Virginia, alternative public schools are the lat­
est fad. Advertised as schools "that allow students a different 
kind of experience," it is not out of the question for a student 
to pick his own reading program. At one of these schools, 
Woodlawn, students need no hall passes, coming and going 
as they please; teachers and administrators are known by 
their first names. 

In Ypsilanti, Michigan, the atmosphere is more Wall 
Street. Willow Run High School began offering bonuses for 
performance in 1989. All A's can get a student free records 
at local music stores, discounts at local sporting-goods 
stores, one day off a semester, and a 30% discount at local 
orthodontics centers. A's, B's, and C's mean a 5% discount 
at the local jewelry chain, an annual pizza party, and free 
tickets to social and sports events. 

Such gimmicks cannot substitute for the effect of the 
depression on the collapse of funding for education (see EIR. 
Feb. 7). What neither Secretary of Education Lamar Alexan­
der nor Sen. Edward Kennedy (D-Mass.), the primary spon­
sor of the Neighborhood School Improvement Act which 
passed the Senate in January and which allocates $850 mil­
lion for poor schools with "experimental" programs, address 
in a substantial way, is that the living environment of students 
has deteriorated over the past 30 years even more than the 
schools themselves. The financial and emotional support 
from a family, once taken for granted, has dwindled away for 
all but a privileged few. This is the reality of our "Education 
President" George Bush's kinder, gentler America. 

The insanity is not limited to the secondary and elementa­
ry level. In Illiberal Education, Dinesh D'Souza gives an 
account of how bad the campus scene has become: 

"New approaches to teaching now enjoy prominence and 
acclaim on campus. Speaking at an October 1989 conference 
in Washington, Houston Baker of the University ofPennsyl­
vania argued that the American university suffers from a 
crisis of too much reading and writing. 'Reading and writing 
are merely technologies of control,' Baker alleged. They are 
systems of 'martial law made academic.' Instead of 'valoriz­
ing old power relations,' universities should listen to the 
'voices of newly emerging peoples.' Baker emphasized the 
oral tradition, extolling the virtues of rap music and holding 
up as an exemplar such groups as Public Enemy and NW A. 
NW A stands for Niggers With Attitude. The group, among 
other things, sings about the desirability of violence against 
white people. Baker himself is regarded as one of the most 
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promising black intellectualS in the country, and a leader of 
the movement to transform the American academy" (empha­
sis added). 

Is it surprising, in this atmosphere, that serious teachers 
are being driven out of the field? When Dr. George Nelson 
testified before the House Committee on Science, Space and 
Technology last summer, he gave an indication of just how 
serious the exodus is: Some 20% of new teachers leave during 
their first year, and more than 50% leave before their sixth 
year. At that time (July 1991), 13 math and science teachers 
were leaving the field for each one entering the profession. 
And for those who do stay, the working conditions are far less 
than adequate: About 30% of high schools offer no course in 
physics, 17% none in chemistry, 38% of elementary school 
teachers have no science materials or facilities available in 
their schools, and 50% of secondary science teachers have 
no access to a general purpose science laboratory. 

A national survey by Tulane University criminologists 
found that over 30% of high school students interviewed had 
carried guns. One boy in 10 said he carried a gun most or all 
of the time. 

Social environment destroyed 
Out of 64 million childrein in America, 15 million subsist 

at or below the poverty level. But they are not the only ones 
who have borne the brunt Of this depression. Incidents of 
teen-age rape, teen-age pregnancy, and drug abuse have all 
risen. Reported cases of child abuse have risen 226% over 
the past decade; 35% of these cases were substantiated. Even 
more harrowing, is the tripling of the suicide and homicide 
rates among teens. 

"What we're seeing is the complete destruction of the 
social environment for these kids," said Dr. Joyce Lashof, 
professor of public health at the University of California at 
Berkeley and the president of the American Public Health 
Association. "Economic opportunity, stable relationships, 
housing, safety at school, bope for the future: Everything 
that makes up living has kind of disappeared for them." 

A survey commissioned!by the National Endowment for 
the Humanities of college seniors discovered that 25% had no 
idea when Columbus discovered America, or that a majority 
could not match up Dante" Shakespeare, and Milton with 
their major works. And these are the ones who made it to 
college. When the Bush administration advertises that drug 
usage is down in schools, what is not broadcast is that more 
and more kids never make it to high school. Official dropout 
rates are not calculated in many places until years after the 
majority have hit the streets. 

Unless serious curriculum changes are made, test scores 
will continue to plummet. More important, if the depression, 
which allows our inner-city [Schools to exist in Calcutta-like 
squalor, continues, if the families of students continue to join 
the ranks of the homeless and unemployed, then the Senate 
may as well shut down a1l8~,OOO schools themselves. 

EIR February 14, 1992 



Japan tests waters for 
investment in India 
by Susan B. Maitra and Ramtanu Maitra 

A loo-member high-level Japanese delegation headed by 
Dr. Rokuro Ishikawa, chairman of the Indo-Japan Business 
Cooperation (UBC) and a close associate of Prime Minister 
Kiichi Miyazawa, spent the week of Jan. 23-30 deliberating 
on investment conditions opened up by India's economic 
liberalization policy, introduced by the ruling Congress Party 
government last July. After meeting Prime Minister Nara­
simha Rao and Finance Minister Dr. Manmohan Singh, the 
Japanese team submitted a list of 21 additional reforms need­
ed for improving investment potential, but indicated that 
before 1992 is over, Japanese investment on a large scale 
will start coming into India. 

The visit, highlighted by the presence of many top Japa­
nese officials including Dr. Saburo Okita, chairman of Ja­
pan's Institute for Domestic and International Policy Studies, 
took place within a week after Indian Foreign Minister Ma­
davsinh Solanki visited Japan. At a New Delhi press confer­
ence, Dr. Ishikawa (also chairman of Kajima Industries), 
said that the Japanese government and industry are willing 
to invest three decades' worth of surplus capital in mutually 
profitable ventures. "In recent years we have accumulated a 
lot of capital and I think it is our duty to recycle surplus 
capital. Whether it is in the form of investments, loans, or 
equities, we will help," he said. Yet he pointed out that many 
countries have shown interest in harnessing Japanese capital 
and, hence, India must come up with a competitive invest­
ment environment. 

Among the 21 "requests" to India, the delegation listed 
the removal of industrial licensing in areas such as automo­
biles, consumer electronics and white goods (such as refrig­
erators), and allowing trading companies to raise their equity 
capital even to 100%, as opposed to 51 % set by the new 
industrial policy. Pointing out that the word "request" may 
sound harsh and India may have similar "requests" to Japan, 
Dr. Ishikawa said that the policy reforms undertaken by the 
Indian government have been widely hailed in Japan. Ac­
cording to a recent survey, 11 of 53 companies that answered 
the questionnaire were contemplating investment in India, 
and 25 more were interested in studying investment possibil­
ities. 

Some other reforms, such as early formulation of an exit 
policy (taking care of excess labor from facilities which will 
be modernized and require fewer workers); removal of re­
strictions on emergency imports; reduction in import tariff 
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for capital goods; relaxation of import licensing; priority in 
budget allocation for improving industrial infrastructure such 
as power and telecommunications; looser restrictions on in­
dustry location; reeducation in protection for small-scale in­
dustry; and abolition of restrictions on banking activities, 
will pave the way for better economic collaboration between 
India and Japan. 

India's response has been positive. According to a Plan­
ning Commission member involved in the talks, the Indian 
side convinced the Japanese delegates that at a similar stage 
of its own economic development, Japan had even more re­
strictions than India now does. They also pointed out that India 
is in the process of further consolidating economic reforms, 
most of which are included in the Japanc;se "requests." 

Perhaps equally important as Japanese investment, is 
what kind of development Japan foresees for India. Dr. Oki­
ta, addressing an Indian Chamber of Commerce meeting in 
Calcutta, said that India should not be too dependent on 
monetary policies: Instead, India's economic plans should 
focus on social equality, effective use of resources and struc­
tural reforms. Dr. Okita underlined that the difficult situation 
faced by the Indian economy was no reason to doubt the 
efficacy of economic planning. 

Emphasizing that there is no magic formula for economic 
development, Dr. Okita said that every country has its own 
history, customs, religion, and cultural traditions. These 
must be taken into account. "Though in the West it was 
believed that a market-oriented economy was superior to the 
controlled economy, it should be remembered that market 
mechanisms are not infallible. Instead" there should be a 
reconciliation of the two systems and a judicious combination 
of the market mechanisms and central planning," Dr. Okita­
added. 

What makes India attractive to Japanese investors, Dr. 
Ishikawa added, is its large domestic market, the high level 
of science and technology, skilled manpower, and natural 
resources. With the relaxation of controls, the open invitation 
to foreign capital and technology, and disinvestment in the 
public sector, investment in India is becoming increasingly 
attractive. It has also been observed that the deteriorating 
investment situation in the United Staltes and rising labor 
costs in Southeast Asia, are enticing Japanese investors to go 
to South Asia. 

It is understood in New Delhi that Japan will drive a hard 
bargain. Indian officials cite the Japanese hesitancy to invest 
in Thailand for years before deciding to plunge deeply. The 
decision of the Nomura Securities Company to set up an 
office in Delhi is seen as a good step. Nomura not only has 
Japan's corporate heavyweights on its list, but led earlier 
Japanese foreign investment campaigns, as in China. What 
one scribe calls "the swallow that will give an indication of 
summer"-is the Japanese decision to, set up an industrial 
model town in India, similar to one the Japanese set in Thai­
land before their heavy involvement there. 
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ASEAN reaffirms 
drive for development 
by Lydia Cherry 

The six heads of state of the Association of Southeast Asian 
Nations (ASEAN), the regional cooperation forum, meeting 
in Singapore at the end of January, clearly disagreed on many 
specific points, but they were unified on the underlying theme 
that has kept the organization on track for 25 years: that 
economic development is necessary to maintain peace and 
stability in the region. The unanimity on the need for develop­
ment defied cynics who sneered at ASEAN and said it would 
not last. The commitment was perhaps most clearly formulat­
ed by Indonesia's President Suharto: "The development of 
ASEAN cooperation has been designed to enhance the peo­
ple's prosperity; we are aware that stability and security de­
pends on the people's prosperity." 

Suharto, who as Indonesia's President will soon hold 
the rotating chairmanship of the Non-Aligned Movement, 
insisted that ASEAN had proven this principle and empha­
sized that this was his greatest concern, "looking at the world 
economic map. We are concerned over the continued striking 
gap and the disparity between the developed and developing 
countries." He added, "We now have the obligation to help 
establish a new world order based on greater prosperity and 
justice." 

Poor neighbors are no asset 
Malaysian Prime Minister Dr. Mahathir Mohamad made 

the same point, as he spoke broadly of the situation in Indo­
china and the need for ASEAN to reach out to V~etnam, Laos, 
Cambodia, and even Burma (Myanmar). "Poor neighbors are 
no asset to anyone. The problems of the poor are likely to 
spill over in the form of refugees, smuggling, black markets, 
etc. Poor countries are not good trading partners. Helping 
neighbors to become prosperous is therefore mutually bene­
ficial. If ASEAN wishes to be stable and prosperous then it 
must help its neighbors to attain prosperity. Above all, it 
must eschew confrontation." Mahathir added: "I hope that 
the greatest military power with the most efficient intelli­
gence agency [the U.S.] is wrong when it predicts the possi­
bility of a 'Gulf war' in East Asia which can only be deterred 
by its military presence." 

Although there was reportedly heated debate about the 
form it would take, the decision to move the organization to 
a higher plane of cooperation, particularly economic cooper­
ation, is reflected throughout the Singapore Declaration of 
the ASEAN heads of state. A high profile in the final docu-
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ment is given to the passage of Thailand's proposal for an 
ASEAN Free Trade Area (AFTA), a plan that, although 
finalized, will not go into effect for 15 years. The plan in­
cludes reducing intra-ASEAN tariffs to between zero and 5% 
by the year 2008. Other facets of economic collaboration 
specified included: 1) the decision "to increase cooperation 
in industry, minerals and energy, the member states also 
agreed to increase investments, industrial linkages, and com­
plementarity by adopting new and innovative measures," and 
2) "enhancement of cooperation in the field of energy would 
include energy planning, technology transfer, research and 
development, and production and supply of energy re­
sources." There was also "agreement to strengthen regional 
cooperation in the development, production, and promotion 
of agricultural products to ensure food security. " 

ASEAN's changing history 
ASEAN, now composed of Indonesia, Malaysia, Thai­

land, the Philippines, Singapore, and Brunei, was formed in 
1967 by the small and medium-sized countries in response 
to the rise in military might of both the Soviet Union and 
China and the then-intensifying war in Indochina. The first 
summit of heads of state, however, did not come until 10 
years later. At thattime, in 1976, U. S. troops had pulled back 
from Vietnam and the region had witnessed the communist 
takeover of Vietnam, Cambodia, and Laos. Here, a more 
decisive plan was formulated and the Treaty of Amity and 
Cooperation in Southeast Asia drawn up. Although this treaty 
was based primarily on security considerations, in which the 
contracting parties were guided by the fundamental princi­
ples of independence, sovereignty, equality, territorial integ­
rity, and renunciation of the threat or use of force, the theme 
that development is the name for peace was also evident. 
Article 6 notes that the contracting parties "shall collaborate 
for the acceleration of the economic growth in the region 
in order to strengthen the foundation for a prosperous and 
peaceful community of nations in Southeast Asia. " 

Now, 16 years later, Vietnam, Laos, and Cambodia have 
announced that within months they will accede to this same 
treaty, as the first step in the process of joining ASEAN. 
And, indeed, the Vietnamese Army paper Quan Doi Nhan 
Dan responded to the late-January summit of ASEAN heads 
of state with a sense of optimism, describing the event as 
"ASEAN's most important meeting since its founding in 
1967," and "a meeting of historic significance." The Viet­
namese paper described ASE:AN's wish to broaden its coop­
eration with the three countries, and their wish to become 
part of ASEAN, as "important factors for the establishment 
of a new security order in the region which contributes to the 
consolidation of peace and stability in the world." 

Fight over the Malaysian initiative 
Writing as the Singapore summit ended, the Malaysian 

daily The Star reflected that ''the fourth ASEAN summit that 
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ended in Singapore today will be remembered for the clash 
of perceptions of Malaysia's push for an East Asia Economic 
Caucus" (EAEC). The Malaysian initiative, announced in 
December 1990 but most clearly conceptualized in a Maha­
thir speech in Bali, Indonesia on March 4, 1991, proposed 
that ASEAN would add to its ranks Japan, China, South 
Korea, Taiwan, Hong Kong, Vietnam, Cambodia, and Laos, 
and that this larger grouping would together chart the fate of 
the region. Mahathir's concern was explicit: "There are a 
host of problems for the world arising out of the structural 
weaknesses of the world's biggest economy and biggest debt­
or nation, the United States .... There is the sole American 
giant, with immense problems at home and no longer driven 
by the imperative of the Cold War abroad." The Bush admin­
istration opposed Mahathir's initiative from the outset, and 
armtwisted its Asian allies to have no part of it, and instead 
to operate as part of the Anglo-American controlled Asia­
Pacific Economic Cooperation (APEC) grouping. The Bush 
administration's major targets were Japan, South Korea, and 
Indonesia. 

Although the ASEAN governments, including Indone­
sia, had earlier backed the Malaysian initiative, at the summit 
in Singapore the Indonesian government balked. Indonesia 
is known to be concerned that the EAEC would drive a wedge 
between the U.S. and Japan, a concern that Mahathir at­
tempted to address the last day by noting that the "wedge" is 
already there, that Malaysia didn't cause it, and that the 
problem will not be solved until the U.S. does something 
with its own economy. ASEAN' s final consensus was not to 
shelve but to slow down the formation of the EAEC. As the 
South Korean daily the Korea Times described the decision: 
"Southeast Asian nations are moving toward the creation of 
a new regional economic bloc in competition with the trading 
blocs in Europe and North America. But, they have refrained 
from the outright formation of an economic body similar to 
the EC [European Community], apparently in consideration 
of objections from the U. S. and some other Asia and Pacific 
states." 

Indonesia's Foreign Minister Ali Alatas denied that his 
country's apparent policy reversal on the EAEC was based 
on fear of alienating the United States or of losing western 
markets. Some policy analysts think that the fact that 
President Bush has declined-at least for now-to rupture 
U.S.-Indonesian relations over the recent "Dili incident," 
in which East Timor demonstrators were killed by Indone­
sian troops, may be connected to President Suharto's 
decision not to rupture Indonesia's relations with the 
U.S. over the EAEC. The intensifying campaign to split 
East Timor from Indonesia is led by Portugal under 
British direction, but thus far the Bush White House has 
downplayed Indonesia's "human rights violations"; this, 
at the same time that the Bush administration is using 
similar tactics to bring down other developing sector 
governments. 
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Interview: Gen. Richard Lawson 

U. S. energy tax \Vould doom 
Third World development 
by Marsha Freeman 

Gen. Richard Lawson has been the president of the National 
Coal Association (NCA) since 1987 . During his tenure at 
NCA, the coal industry has been assaulted by environmental 
extremists over the issue of "global warming," with drastic 
proposals put forward to decrease energy consumption in 
order to lessen this supposedly life-threatening effect. 

One year before coming to NCA, Lawson retired as a 
four-star general of the U.S. Air Force. He flew 73 combat 
missions during the Vietnam War, and in the first half of the 
1980s, served in the European and NATO commands. As a 
result, he is familiar with the problems of both the developing 
countries and the newly independent nations in eastern 
Europe. 

Recently, the NCA has looked into the scientific evidence 
behind the climatological catastrophes predicted by the envi­
ronmentalists . In a conversation on Jan. 29 in his office in 
Washington, General Lawson stated that in his view, "The 
science to date is extraordinarily controversial, to say the 
least. The models that have been used to predict the so-called 
global 'warming process' have failed to duplicate reality, 
and indeed have missed a great number of the factors that are 
associated with the total climate process." 

The accuracy of these climate models is no academic 
question. Lawson stressed that the issue of global climate 
change is "being used by a great number of groups to do 
a great number of things." Some industrialized countries 
foolishly think they will gain a "competitive edge" over the 
United States , if energy prices here rise. "From an interna­
tional position," Lawson explained, "a number of nations 
very rapidly accepted the issue [of global warming] as fact." 
He added, "While they proclaim otherwise, there is clearly 
an economic foundation for their actions." 

"Nations which have energy structures which primarily 
use other than fossil fuel," he said, think they will be "eco­
nomically benefitted by the general concept of a global cli­
mate change, when it's applied to the American economy 
which is very, very fossil oriented at very economically bene­
ficial prices-prices that are rather dramatically below the 
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general level of those assets 
The general is worried 

so desperately need energy 
it, "have been made some 
scenes, that portions of the 
my "would be distributed 
them' in taking care of 
sure how this 'distribution' 
I'm not sure exactly where 

other countries. " 
developing countries , which 
the capital goods to provide 

'ses , I think, behind the 
taxes" on the U. S. econo-

But I'm sure it's intended the lion's share would come 
from the U.S. economy," nothing, in reality, but 
"a sop to those developing ,.."","h,p~ which are going to need 
so much energy." 

Population control: unfPoken agenda? 
It appears to General La1son that population policies are 

part of the unspoken agenda of the global-warming thesis 
promoters: "There isn't anybody that I know of that disagrees 
that we'll have 8 billion pedple on this planet by the year 
2025 . That's a 60% increasd in a period of 35 years of the 
people on the planet requiribg food, shelter, and clothing. 
And here we are, looking atlthe same time to constrain the 
only fuels that are widely spread geographically around the 
face of the globe. It's almost briminal. If I were so inclined," 
he said, "I could certainly make some comparisons with other 
theories that have to do wit~ the constraint of population, 
because if this group that's behind many of these theories 
gets its way, it would be far ~etter to be born a speckled owl 
than to be a human being on the planet in the year 2025 ." 

Government representatives have already agreed to con­
sider a carbon tax, and an ~verall energy tax, in western 
Europe. I asked General Lawson what the impact would be 
of a such a policy here. "The! imposition of a carbon tax or a 
fossil fuel tax of some kind ould certainly have a dramatic 
impact upon the American ec~momy . When people talk about 
the stabilization of carbon difxide at certain levels, they are 
talking about nothing more tHan a cessation of any economic 
growth in the country, [thrbugh] the imposition of huge 
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sums, as much as $200 billion anually, upon the overall 
economic capability of the energy production facilities of the 
country, and all that that implies across the board." 

NCA's concern is not just that economic growth in the 
U.S. would cease, but the impact that would have on devel­
oping nations. 

No growth without energy 
"My concern is that in almost all of the developing coun­

tries one facet that is common is the absence of an energy 
foundation. We have a lot of studies about the general devel­
opment of a national economy and we know that a nation's 
economy is a function of a nation's ability to create the energy 
that is needed to drive that economy. A percent of increase 
in electrical power almost directly equates to a percent of 
increase in Gross National Product. 

"When one examines how this might be applied, with 
forethought, by the developed world to the developing world, 
we need to go in and assess individual nations in terms of 
what their energy situation is. Once those sets of general 
determinations are made, then the application of capital to 
the findings of those analyses begins to develop real world 
energy foundations on a nation-by-nation basis." 

The NCA, with others in the energy industry, have sug­
gested to the administration that those energy requirement 
analyses be done, in "preparation for the application of capi­
tal." "Indeed, right now," Lawson reported, "we have a num­
ber of people who are headed for 4-6 week tours in eastern 
Europe and the Soviet Union and in a couple of countries in 
Africa to begin those first looks." 

"Behind that first set oflooks," he continued, "we foresee 
the development of a kind of 'energy peace corps,' where 
people with specific expertise are assigned to specific places 
identified by these preliminary evaluations, to develop a 
rough plan for the country. Then, following that, we stand 
back, and we say, we have this technology which is tried and 
proven and set up, and we know exactly what it's going 
to cost; we know roughly the geology of what the energy 
foundation for the country might be. We put all that together 
and then go hand-in-hand-American industry, the Ameri­
can government, and the international financial communi­
ty-to provide for the foundation for a particular country. 
That's our view of the future. " 

The danger that Lawson sees is that if a carbon tax is 
slapped on the industrial economies, "there isn't any of the 
developed countries in the world that can begin to participate 
in the formation of capital necessary to get this program 
off the ground." Lawson warned that "unless the developed 
world comes up and presents to the developing world some 
kind of a program that provides a vision and reality for these 
countries, then this extraordinary growth of population, 
which by the way, is all going to occur in the developing 
world-that place that doesn't have anything yet-then 
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you're looking at a very chaotic 2~st century, in my 
jUdgment." 

No tradeoff of eastern Europe, Third World 
Another concern is that while the problems of eastern 

Europe are so dramatic and immediate, Lawson believes that 
capital export to the Third World must "be accelerated at the 
same time; that it is not a tradeoff of one against another. 

"I think that portion of the developed world that is produc­
ing capital-that is producing the opportunities of economic 
growth [which] have matured beyond those that the commu­
nist governments of eastern Europe and the Soviet Union 
were able to produce-has come to th~ point where it can 
contribute to this generation of capital that is going to be 
needed in the first part of the 21st century. I'm afraid that 
we're going to have an inclination to hm to those eastern 
European countries and the Soviet Union perhaps faster than 
some of the other developing countries and I don't see that it 
should be handled that way. 

"I think we need to start all of theselprograms," Lawson 
underlined, because "while eastern Europe and the Soviet 
states have technology, and a society that is capable of hand­
ling the technology, they also have some very special prob­
lems that are going to require some time to iron out. It's 
not that easy to change yourself from a socialist form of 
government back to a marketplace economy. When they 
went to socialism in 1917, they absolutely tore down those 
legal structures that were associated with a market kind of 
economy. People say we can do [work in] Poland and the 
former Soviet Union states faster than we can one of the 
African states-not necessarily. 

"I think the bottom line, and the line that I gave to the 
White House [just before the State of the Union address] was: 
Give us the specific nature of the problem and let us solve it 
with technology; technology that permhs not only the solu­
tion from an environmental standpoint, but contributes on a 
continuing basis to the economic values that are needed to 
support the needs of the people. 

"But, come to us with a new method of constraint on the 
economy, and you've got a fight on -your hands because 
that general thrust of solutions has ndthing for any of the 
developing countries. It spells the end of the developed coun­
tries, as well, because those developing countries and those 
masses of new population are not just going to stand idly 
by. Sooner or later they'll be back to increasing defense 
budgets," as they don't find the proper answer to economic 
development issues. 

Cleaning up eastern Europe 
General Lawson has spent a good deal of time in Central 

and East Europe recently. He observed that one thing that 
should not be done is to use these countries, suffering years 
of environmental degradation, as "testing grounds" for new 
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and unproven technology. Instead, they should be offered 
the immediate technical fixes that can restore their industrial 
economies to production while improving the environment 
for their citizens. 

"One of the great problems that I see today, as I travel 
around these other countries and as I talk here in this country , 
is the tendency of some to try to take very advanced technolo­
gy that we're still really getting our arms around, and at­
tempting to use a government-to-government connection as 

"There isn't anybody that I know Q[ 
that disagrees that we'll have 8 
billion people on this planet by the 
year 2025. That'S a 60% increase in a 
period Q[35 years Q[the people on the 
planet requiringjood, shelter, and 
clothing. And here we are, looking at 
the same time to constrain the only 
fuels that are widely spread 
geographically around thejace Q[ the 
globe. It's almost criminal. " 

a means [to solve] some of the problems associated with 
transfer from the development stage into the actual operation­
al stage." Instead, "my concept is that we take technology 
that is absolutely known, understood, and proven." 

In order to give people the hope that their situation can 
improve, Lawson took a set of slides of Pittsburgh with him 
on his last visit to Poland, Czechoslovakia, Bulg~a, Hunga­
ry, and the Soviet Union. The slides begin in 1940 and end 
in 1980. "Pittsburgh in 1940 looked like Warsaw, like 
Minsk, like a lot of cities in that area," Lawson explained. 
Slides of the power plants and steel mills 40 years later do 
not show black clouds of smoke belching from the smoke­
stacks, but clean-burning plants. 

Sometiines the problems are different than they seem, he 
cautioned. "A lot of people think that the great problems of 
Poland are coming from the smokestacks of the utilities and 
the iron works, but the real problems of Poland come from 
the chimney of every house in the country. We need to look 
at a very simple kind of a filtering process for that," he 
explained. 

In addition, "you can wash Polish coal and get 75% of 
the sulfur out .... It's very cheap," he said. These kinds of 
already known "fixes" should be applied for about 20 years, 
he counsels, "to help the country put on a new face, get a 
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new feeling about itself, before its going to have enough 
interest to really take aboard the environmental issues people 
are trying to take aboard. " 

Politically, the winds are changing in Europe, Lawson 
reports. "When I go through east Germany and Poland today, 
the average man on the street is not nearly as excited about 
environmental concerns as he was two and a half years ago. 
He realizes those things are taking bread out of his mouth and 
he says it's okay if you've got an economy that's producing at 
[a U.S.] sort of a level, but to have these things slapped on 
us, is crazy. " 

After the recent political changes, "governments thought 
they must identify with their western colleagues, and they 
passed laws that they didn't begin to understand the implica­
tions of. They're having second thoughts, and that's going 
to have to be reworked. . . . The terrible part of it is that the 
environmental communities in western European countries 
are trying to demand that these standards be established in 
very unrealistic time-frames. " For example, "eastern Germa­
ny is supposed to have accommodated all of western Germa­
ny's environmental regulations no later than Dec. 31, 1995." 
He insisted: "It can't be done .. " 

U.S. defense industry's future 
After a military career that spanned four decades, General 

Lawson is well-placed to comment on the changes taking 
place in the U.S. defense industry due to the defense budget 
reductions. He sees the possibility of "a better introduction 
of funds into energy issues, primarily because, as we begin 
to come out of the general Cold War period, as the economies 
of the West-and the U.S. will have the biggest readjust­
ment-begin to ease back ftom defense technologies, and 
search the [industrial] sectors, some are going to focus in 
upon some of the requirements in the energy sector." 

He went on, "I think that everybody senses that we're at 
a watershed in more ways tban politically. Charlie Wilson 
said some 30-odd years ago, 'As General Motors goes, so 
goes the United States.' And in essence, so goes the world. 
It was that kind of structure. The United States was tied to 
the American automobile. Today, one in seven jobs in the 
United States is still tied to the automobile I industry. I can't 
believe that's going to continue. There are a lot of defense 
industries out there that are reru.ly taking a new look at things. 

"I don't think anybody in this country has really gathered 
up all the resources, the ingenuity, the dedication, the overall 
energy that we put into holding this side of the wall in the 
Cold War, making sure that that thing didn't leak over and 
succeed in the incarceration 'of additional human beings in 
that kind of a system. It's been an enormous victory. It is 
some kind of a world when we have to send them money to 
help them cut up their weapons! 

"My huge concern," General Lawson concluded, "is that 
through this very ethereal thing that's called 'environmental 
concern,' we'll get offthe track." 
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IMF, 'free ITlarket' looting steers 
Czechoslovakia toward social explosion 
by Paolo Raimondi 

The report which follows was written in the autumn of 1991 
as part of a Special Report on eastern Europe, issued in 
German by EIR Nachrichtenagentur, GmbH. Although it has 
not been possible to bring all the data fully up to date, the 
picture holds true and serves as a warning to all those foolish 
enough to follow the Jeffrey Sachs model in the states recently 
freed from communist rule. 

Two years after the "Velvet Revolution" which overthrew 
communism in the Czech and Slovak Federated Republic 
(C.S.F.R.), the country is heading for a social explosion: 
mass strikes and demonstrations against the radical free mar­
ket program of Finance Minister Vac1av Klaus, which has 
brought the national economy, already exhausted by Soviet 
looting, to its knees. 

The best way to analyze the disastrous impact of the 
free market reforms is to look at the "country study" on 
Czechoslovakia published in May 1991 by the Wodd Bank, 
under the title "Transition to a Market Economy. " The Wodd 
Bank is the sister organization of the International Monetary 
Fund, and has the task of taking a softer public relations 
approach to the austerity policies that the IMF carries for­
ward, in secrecy, with the utmost brutality. 

There are three general points made in the World Bank 
report that characterize its global approach. The first is its 
fanatical ideology: "There is a certain risk of delaying or 
implementing the reforms only partially, because it may be 
felt that actions are not required with the same degree of 
urgency as in some other countries. This would be a serious 
mistake, since delay in moving to a market economy would 
not only render the transition process more difficult, but also 
increase the costs associated with such a transition." Second, 
the report emphasizes the existence in Czechoslovakia of 
"highly qualified cheap labor," hinting at a plan to make 
Czechoslovakia the Mexico of continental Europe. And 
third, the World Bank underlines the importance of the fact 
that Czechoslovakia is in the heart of Europe, the crossroads 
between West and East. This explains why so much attention 
is being devoted to Czechoslovakia, which could become 
either the technological bridge from western continental Eu­
rope to the republics of the former Soviet Union, or, if the 
Anglo-American free market policy continues, a blocking 
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point, a dam between West and East. 
"The 'Economic Reform Scenario' developed by the 

present government and adopted by the Parliament in Octo­
ber 1990 emphasizes the need for a radical transformation of 
the economy, with a comprehensive set of reform measures," 
announces the World Bank. Let us look at the concrete effects 
of these reforms. 

Price 'liberalization' 
As a first step, Klaus reduced subsidies for food in July 

1990, resulting in a 25% increase in food prices. This was 
only partially compensated by a monthly transfer payment to 
all citizens. On Sept. 1, 1990, passenger railroad fares were 
raised by 100% and bus fares by 30%. By the end of October 
1990, gasoline prices had doubled compared with their levels 
at the beginning ofthe year. In the first nine months of 1990, 
the inflation rate was 7.2%, according to very conservative 
calculations. But in the third quarter of 1990, the rate went 
up to 14.4%, and later Josef Tosovsky, the president of the 
State Bank, reported an inflation rate of 14% and a 10% 
collapse of the GNP for 1990. 

On Jan. 1, 1991, there was a more general price liberal­
ization, which produced 37-40% price increases in the first 
quarter: January 25%; January-February 50%, with some 
food prices rising over 100%, milk and milk products went 
up 51.5% and bread 43.8%; March was less, and April 6%. 
Finance Minister Klaus, fearing a social explosion, felt com­
pelled to delay some other price increases. Later, he revealed 
that his bosses at the IMF had expressed their concern about 
the delay in price increases for heating and other fuels. In 
fact, an 80% increase in energy prices was scheduled for 
May. Overall the impact of inflation has been a little bit worse 
in Slovakia than in the Czech RepUblic. The official plan of 
the central government for 1991 intended to mantain inflation 
at 30%, and the loss in real wages at 10-15%. 

Wages 
On May 1, 1990, the government lifted all controls over 

private sector wages, except for the tninimum wage provi­
sion. The IMF wants wages to be related to productivity as 
an incentive, due to the fact that productivity is collapsing. 
The World Bank report says that "the need to control cost-
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push inflation may justify the continuation of some fonn of 
wage controls in the state sectors," where politically motivat­
ed wage increases are feared. In March 1991, it was reported 
that there had been a loss of 28% in real wages, compared 
with the year before, "compensated" by a wage increase of 
9%. Real wages were expected to decline by about 5% in 
1990, but actually declined more. 

The budget 
With an incompetent accounting mentality that ignores 

the real economy, Klaus wanted to demonstrate that from the 
beginning he could "balance the books." Because it is not 
difficult to achieve that with massive austerity measures, 
Klaus simply cut all expenditures drastically and blocked all 
necessary investments in the social sectors of the budget. For 
example, as the World Bank report demands, "subsidies to 
the consumers and producers are expected to be reduced and 
phased out almost completely." Indeed, subsidies to consum­
ers went down from 50 billion crowns in 1989 to 19 billion 
in 1990. 

As a result of these measures, the 1990 budget was 
planned to have a 0.7% surplus, and the "anti-inflationary" 
budget of 1991 a 3% surplus. The consequences are obvious 
to the gentlemen of the World Bank, who blandly predict 
that "public expenditures, in the medium tenn, will decline 
significantly." Martin Bojar, the health minister, warned in 
March 1991 that his budget would only last until autumn, 
and then he would have to consider charging people for each 
day of hospitalization. Petr Miller, the minister of labor and 
social affairs, said that if inflation goes over 50% and unem­
ployment over 10%, then his budget will not be able to cover 
the social security benefits any longer. Official institutes re­
port that there were 700,000 people living under the poverty 
line at the end of 1990, and 1,300,000 were expected by the 
end of 1991. 

Industrial restructuring 
Czechoslovakia has a history as a great technological and 

industrial country: In the late 1930s it numbered among the 
10 most developed countries, with an industrial sector larger 
than that of Italy. After the communist takeover in 1948, 
the Soviets exploited the reservoir of industry and skilled 
engineering and labor, and for decades Czechoslovakia was 
the most important machine tool supplier to the Soviet em­
pire. This, more than many other reasons, explains the Soviet 
military intervention of 1969. 

At the time of the "Velvet Revolution," industrial output 
was divided among these areas: 22% machinery production, 
14% chemicals, 14% food processing, 14% rubber, 9% 
metallurgy, and 9% electronics. The Klaus refonns hit indus­
try like a tornado. The steel sector, for example, has acapaci­
ty of 16 million tons per year. The refonn plan is to cut 
capacity by 40-50%, and bring the work force down from 
160,000 to 60,000. In 1990, there was a 3% reduction in 
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overall industrial output, and consequently a 3.5% loss in the 
national income. The first quarter of 1991 registered a 12% 
loss in total production, compared with the same period of 
the year before. The construction sector lost 35.8%, textiles 
16.2%, food processing 17. 1 %. If one compares the figures 
of production at the end of March 1991 with March 1990, 
the overall reduction of indus~al output was 25%, the con­
struction sector 43.9%, coal 11 %, machinery 7.5%, chemi­
cals 7.1 %. This reduction has affected real national income, 
which went down 35% in the same period. 

This industrial collapse was double the rate of the aver­
age collapse per year in the four years after the Great De­
pression of 19291 Even Klaus admitted in June 1991 that the 
cut in subsidies led to a 30% reduction in the construction 
sector. There are other sectors, which have been totally ori­
ented toward the Soviet market, which could end up in an 
even worse situation if no serious industrial program is imple­
mented. The weapons industry, for example, involved 
200,000 people directly in production, of which 80,000 were 
in 110 finns in Slovakia. Most of the furniture-building in­
dustry in Slovakia, which employs 30,000 people, could be 
severely affected by the collapse of trade with the fonner 
Soviet Union. The decline in the volume of transportation is 
a reflection of the development in production. During the 
first eight months of 1990, freight railway transport was 10% 
lower than in 1989, despite a strong increase in the transport 
of ore in August. 

Agriculture 
Agricultural production in 1990 was significantly lower 

than the year before, with a loss estimated around 3.5%, 
while animal and milk production registered bigger losses. 
The situation was expected to be much worse in 1991, be­
cause the cut in subsidies will be more strongly felt: In the 
1980s, more than 50% of all state subsidies went to agri­
culture. 

Unemployment 
"Open unemployment is expected to rise significantly 

during the transfonnation to a market economy. . . but expe­
rience suggests that a slower pace often implies higher total 
adjustment cost," says the World Bank's report. Measures 
suggested to deal with the problems are ridiculous: extension 
of primary education by one year; increase of vacation peri­
ods by one week per year; more part-time jobs for women; 
and a program for retraining workers, for which there is no 
budget allocated. In a country like Czechoslovakia, where 
unemployment was zero, this problem will inevitably be­
come a source of social tension and explosions. A social 
safety net was considered in the study, but "the benefits have 
not to be so generous that they seriously limit the incentives 
to seek and accept new employment." 

As a result, in September 1990 there were already 
440,000 registered unemployed, and some ofthem then took 
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part-time jobs. In Slovakia at the end of the first quarter of 
1991, there were 116,000 unemployed, and a very conserva­
tive estimate pointed to about 350,000 by the end of De­
cember. 

Klaus admitted that the unemployment rate at the end of 
1991 would be 7% of the labor force. Realistic statistics 
indicate that out of 1.1 million people working in heavy 
industry, 40% will be laid off, and at least 250,000 who are 
currently employed in the state bureaucracy will have to be 
fired. The disastrous policy will hit young workers hard­
those that are coming out of the schools and universities 
without the prospect of a job. Many of these youth were 
involved in the anti-communist revolution, and they will not 
understand why the new society is brutally punishing them. 

Trade 
The collapse of internal production, the collapse of trade 

within the Council for Mutual Economic Assistance ("Come­
con") and in particular with the Soviet Union, the utter lack 
of ability to compete with western goods, except on the basis 
of extremely cheap labor, the necessity to operate only on 
hard currencies, the new oil bill with the Soviet Union, 
abruptly calculated in dollars and at market prices-all this 
will have a devastating effect on trade. Prior to the "Velvet 
Revolution," 55% of all trade was with the Comecon, and 
the Soviet Union alone took 30% of all e.S.F.R. exports up 
through 1990; but for 1991 it is expected to take only 11 %. 
In the first nine months of 1990, there was an estimated 5.8% 
loss in total trade. The first quarter of 1991 registered 20% 
less than the same period of the year before: Exports went 
down 21.6% and imports 17%. 

Monetary policy, debt, and privatization 
The "free market" IMFlWorld Bank approach is not real­

ly so "free." "There is no choice but intervening directly in 
credit allocation in order to balance concerns over inflation 
and supply responses"-i.e., credit restriction-says the 
report. 

To prevent demand pressure on the money supply, Klaus 
announced three measures: 1) A "realistic exchange rate"­
i.e., devaluation. During 1990 there were three devaluations 
of more than 100%, which together fixed the exchange rate 
at 17 crowns to 1 deutschemark (which was then equivalent 
to about 67¢). 2) "Positive real interest rates"-i.e., higher 
lending rates. Interest rates for domestic entrepreneurs who 
want to create an industrial Mittelstand-the German term 
for middle-sized industry-are about 24%. There is no indus­
trial sector that can survive at such lending rates, with the 
exception of tourism, hotels, and casinos. 3) "Prudent wage 
policy"-i.e., wage cuts. 

The $1.5 billion credit allocated by the IMP to Czecho­
slovakia was absolutely not for new investments or industrial 
restructuring, but was a technical instrument to make possi­
ble the so-called internal convertibility of the crown, which 
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started on Jan. 1, 1991. This naturallyc::ame after the devalua­
tions, and was supposed to make possible transactions and 
exchanges on the world markets. The consequences are seen 
immediately in the foreign debt. Czechoslovakia, which is 
definitely in the best shape of any of the eastern European 
countries, had a debt of $7.9 billion in 1990 and $12 billion 
in 1991. Central bank hard currencies and gold reserves 
dropped in the first nine months of 1990 from $2.4 billion 
down to $1.4 billion. 

In such a situation, the privatization policy is equivalent 
to a cheap sellout to the big international companies, and 
does nothing to create a national private Mittelstand. Out of 
the big state firms, it is expected that 1,400 (50-60%) will 
be able to adjust by themselves, 650 (25-35%) will need 
substantial restructuring-mainly the heavy engineering and 
electronics sectors-and 300-350 will have to be liquidated. 
Because privatization is the centerpiece of the Klaus-IMP 
reforms, and is supposed to be done immediately, only for­
eign financial institutions or the old Communist Party nomen­
klatura would have the resources to buy. The voucher sys­
tem, i.e., the sale of shares in a company to its workers at 
cheap prices, was just a propagandistic scheme, and it was 
never implemented anyway. The World Bank report opposed 
it, on the grounds that the low prices will not mobilize enough 
resources, will produce discontent, and in the end will just 
create pressure to bailout the firms in trouble. 

Klaus's monetarist ideology 
Klaus and company claim that all this hardship is the 

price that has to be paid for abetter, prosperous future; but 
nothing could be further from the truth. Indeed, the worst is 
yet to come. The question which many pose, then, is how is 
it possible that political leaders like Vaclav Klaus could be 
so nasty to their own people, after all the suffering of a 40-
year communist dictatorship. Klaus is a monetarist ideo­
logue, a devotee of Adam Smith, the spokesman of the colo­
nial British System against the Ameri4an System of industrial 
capitalism. Klaus is also committed to his teacher Milton 
Friedman, whose classes Klaus attended at the University of 
Chicago. Friedman's obsession with the free market econo­
my brought him to the point of supporting the free production 
and consumption of heroin and cocaine. 

In a speech at the Institute of Economic Affairs in London 
on March 25, 1991, Klaus was at pains to favor integration 
of Czechoslovakia with the IMF rather than with Europe: 
"One of our election slogans in the first free elections in June 
1990 was: 'Let us go back to Europe.' Some of us took the 
initiative in our contacts with the European Community, and 
others concentrated their efforts on worldwide institutions 
like the IMP, World Bank, GAIT, etc. I have to confess that 
I belong to the second group, becau~e my understanding of 
freedom and prosperity correlates with and is founded upon 
a system of worldwide free trade, not upon man-made institu­
tions." 
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Andean Report by Manuel Hidalgo 

Coca sets exchange rate in Peru 
The private sector is denouncing the narco-economy, but the 
Fujimori government would legalize it. 

With the consent, and even sup­
port, of the government of President 
Alberto Fujimori, Peru has turned into 
a narco-economy, and it is the drug 
trade, not the central bank, which is 
'now setting the price of the dollar in 
that country. The value of coca ex­
ports from Peru has nearly surpassed 
the total value of legal exports. Dol­
lars brought in to pay for coca leaf and 
basic cocaine paste-Peru provides 
60% of the world's raw material for 
cocaine- equal somewhere between 
$1.5-2.5 billion a year, and growing. 

The quantity of narco-dollars is so 
great, in fact, that the dollar's parity 
with the Peruvian currency has fallen 
in recent weeks. The resulting revalu­
ation of the sol has triggered protests 
from portions of the country's busi­
ness community, which are de­
manding government intervention 
against this fictitious revaluation. 

But the government has an­
nounced it will continue to permit the 
narco-financiers to set the parity. Cen­
tral Reserve Bank (BCR) president 
Jorge Chavez told the daily Expreso 
on Jan. 25 that the BCR "is not plan­
ning any change in its policy of non­
intervention in the fluctuations of the 
exchange rate, because it firmly be­
lieves this will rise in accordance with 
market forces," the result of "a reduc­
tion in cocaine processing, which in 
tum will permit the substantial reduc­
tion of the flow of narco-dollars from 
the parallel market." 

The way the price of coca is now 
setting the soVdollar parity rate works 
as follows. An oversupply of narco-dol-
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lars, which freely enter the banking sys­
tem (since there is complete exchange 
and financial deregulation), combined 
with the fierce recession caused by the 
austerity demands of the International 
Monetary Fund (IMP), has caused the 
price of the dollar to fall. Since there 
is no exchange difference between the 
dollar that comes from the sale of Peru­
vian copper, for example, and that from 
sale of coca leaves or paste, the coca­
dollars inundate the market, lowering 
the value of the dollar overall and con­
sequently shrinking the income of Peru­
vian exporters. 

The situation is aggravated by the 
monetarist policies of the BCR, which 
maintains only one-fourth of normal 
liquidity in the economy, supposedly 
to avoid a resurgence of inflation. 
Thus, the surfeit of dollars and deficit 
of Peruvian sols has shrunk the dollar 
to one-third of its real value, ac­
cording to unofficial BCR sources. 

Things have gotten so bad that im­
portant layers of the private sector are 
now denouncing the situation as un­
tenable: "The government cannot 
place its confidence . . . in the free 
play of market forces . . . when it is 
risking the very survival of the majori­
ty of industrial companies," warned 
the National Society of Industries, in 
a statement published Jan. 27 in the 
daily El Comercio. The statement 
added: "The backward exchange rate 
not only strips our export sector of in­
ternational competitiveness, but arti­
ficially cheapens imported products, 
to the detriment of national produc­
tion. If one adds to this a restrictive 

monetary policy, the recession will 
deepen." 

On Jan. 29, in an article in the 
business daily Gesti6n, prominent Pe­
ruvian industrialist Gian Flavio Ger­
bolini charged that businesses were on 
the verge of bankruptcy , since "an ex­
change rate is established on the basis 
of the low parity of coca, and the legal 
[economy] is being told to operate on 
the basis i of the resulting [dollar] 
price." 

Some within the business commu­
nity have not yet seen the handwriting 
on the wan, and are blindly convinced 
that one cannot have too many dol­
lars-no matter the cost. Thus, the 
National Spciety of Exporters invited 
former Chilean Economics Minister 
Heman Buchi to Lima, where on Jan. 
29 he proPosed that Peru dollarize its 
economy completely, as Panama ha.s 
done, in otder to achieve a "real pari­
ty ." He urged that all contracts be re­
drawn in dollars and, of course, that 
wages be still further gouged to facili-. 
tate "competitiveness." 

Although Buchi took care not to 
say so explicitly, his proposal implic­
itly calls fQr full and open legalization 
of the narco-dollar. 

What Peru's business community 
has yet to come to grips with is the 
fact that their exports are falling be­
cause of the world depression, not be­
cause of an overvaluation of the sol, 
and that revaluing the dollar will ac­
complish tittle as long as there is no 
serious program to rebuild Peru's 
shattered physical economy-an ap­
proach which necessarily demands a 
break with. the IMP. 

In his ~cle cited above, Gerboli­
ni acknowledges that recession and 
neo-liberalism go hand in hand, and 
that the situation in the country will 
only worsen, "unless and until we free 
ourselves Of an economic theory that 
subjects decision-making to an erro­
neous strategy." 
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Agriculture by Nora Hamerman and John Stgerson 

German organizes American farmers 
Helmut Eichinger is a farmer from Bavaria who supports 
Lyndon LaRouche and fights free trade. 

Helmut Eichinger-who raises 
wheat, field com, sugar beets, and 
bulls on a farm in Triftlfing near Re­
gensburg in Bavaria, Germany-has 
been touring the American farm belt 
since Jan. 30 to forge an international 
movement to save family farms. 
Speaking for the Schiller Institute, Ei­
chinger has addressed a variety of ru­
ral groups in Oklahoma, Arkansas, 
Kansas, and Nebraska--everywhere 
challenging his listeners to join a per­
manent organization to combat free 
trade. 

Mr. Eichinger encourages listen­
ers to do just as he has been doing 
around Regensburg. With his son 
driving the car, he and his wife have 
been working outward from his own 
area, visiting people who he believes 
will be receptive to the idea that it's 
worthwhile to mobilize for a policy 
which will save their own farms. Ei­
chinger put great emphasis on the 
need to keep families together, since 
this is the only way not only to keep 
the farms going, but also to success­
fully organize others. 

Eichinger's obvious maturity, in 
contrast to the "hotheads" who pre­
vailed in the U. S. rural movement in 
the 1980s, is making an impression, 
as well as his insistence that the Schil­
ler Institute is the only international 
organization capable of defending 
sovereignty. While some farm 
groups, for example, are strongly 
against GATT-the General Agree­
ment on Tariffs and Trade, the global 
vehicle for free-trade looting-and 
are for a parity pricing system, they 
have been engaged in rear-guard ac­
tions, such as complaining that the 
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USDA calculates the cost of produc­
tion for various farm goods too low by 
excluding many categories. 

The German recounted how the 
cartels destroy agriculture by enforc­
ing prices which are way too low. One 
big German meat concern, Moxel, 
was able to buy up huge amounts of 
pork in Germany's new eastern states, 
at only 85 pfennig for a kilo. Through 
the existing EC support mechanism, 
it got a government payback of 80 per 
kilo for the meat. Thus in effect, Mox­
el was able to sell the pork on the 
world market for only 5 pfennig, or 
about 3 cents a kilo! 

He described the problems east 
German farmers are having in getting 
a start after having been enslaved by 
the Communist collectives for 40 
years. Not only were the farmers de­
privedoftheirland, but over the 1950s 
they were forced to pay additional per­
acre payments to the collectives, to 
pay for capital investments. Now, 
these farmers have to go to the courts 
in order to get their land and their 
money back. Meanwhile, the Bonn 
politicians are telling these farmers 
that they shouldn't bother trying, 
since after all, their farms will be too 
small to compete. 

But as Eichinger strongly stresses, 
exactly the opposite is true: It will be 
the huge collectives-turned-coopera­
tives which are bound to go under be­
cause they are so poorly administered, 
whereas small private farms have the 
best chances of survival. 

In many of the newly democra­
tized countries, "model farms" are be­
ing set up, where many people come 
to see how it is possible to farm 

profitably in their, area. But in many 
cases, he said, th~ opposite is being 
achieved by not doing anything to stop 
the undercutting of prices by the inter­
national cartels. People come to see 
the model farms, try out their methods 
on their own farms, and then simply 
blame themselves when they are un­
able to survive. This only reinforces 
their tendency to gj.ve up farming alto­
gether. 

In an Arkansas. meeting , one farm­
er said that he had been at the trac­
torcades, and big farm demonstrations 
in Washington in the early 1980s, and 
that nothing came of it. Eichinger 
strongly disagree<!, saying that he re­
calls the television reports about those 
demonstrations; apd that it would be 
a very good thing today if European 
farmers saw AmeI1ican farmers in mo­
tion again. 

But Eichinger !Named that demon­
strations could be futile without a very 
firm set of demands in line with the 
proposals of Lybdon LaRouche­
whose U. S. presidential candidacy he 
backs-for a pari~ pricing system for 
each sovereign nation. A case in 
point: A newly i formed European 
Farmers' Association held tractor 
demonstrations Simultaneously in 
nearly every big town in Europe last 
year, but only asked for a few hand­
outs. The EuropeilO Commission bu­
reaucrats granted some additional 
funds in order to ease the high costs 
offood warehousing and storage. The 
cruel twist is that mmost all of the stor­
age is run by the cartels, not by private 
farmers. In effect the farmers had 
waged a successful campaign to put 
more money into; the pockets of the 
giant cartels! 

What is going:on in GATT world­
wide, Eichinger said, is occurring 
within the Europjean Community in 
the small. The only way out is to 
change the ground-rules and get away 
from free trade. 
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Report from Rio by Silvia Palacios 

Doing the bankers' bidding 
The planned privatization of Petrobras is next on Collor's IMF 
agenda, but the protests are growing. 

In lock-step with the Jan. 31 meeting 
of the International Monetary Fund's 
board of directors, which approved 
Brazil's letter of submission to that 
entity, the government of President 
Fernando Collor de Mello moved 
closer to imposing a full-scale mone­
tarist dictatorship in that country by 
abruptly firing two high-level officials 
of the state oil company Petrobras. 

Despite the state oil monopoly that 
exists by constitutional mandate, the 
government's Official Daily pub­
lished a communique on Jan. 30 in­
forming Petrobras directors Carlos 
Thadeu de Freitas and Mauricio Al­
varenga that they had just lost their 
jobs due to their refusal to accept the 
government's policy of privatizing 
Petrobras. A euphoric 0 Estado de 
Sao Paulo, a mouthpiece for the coun­
try's ultra-liberal elite, celebrated the 
firings in its Jan. 31 editorial entitled 
"Oil Monopoly Takes a Hit." 

Committed to ramming through 
the constitutional changes and Petro­
bras privatization that will favor the 
interests of Brazil's creditor banks, 
President Collor has gathered around 
him a coterie of like-minded men, 
among them, Infrastructure Minister 
Joao Santana, Strategic Affairs Secre­
tary Pedro Paulo Leoni, and Eduardo 
Modiano, president of the National 
Bank of Economic and Social Devel­
opment (BNDES) and head of Bra­
zil's privatization program. Modiano 
is also the son of a prominent real es­
tate speculator from Marseilles, 
France who made his fortune, so to 
speak, "overnight." 
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In a recent visit to New York on 
the invitation of David Rockefeller's 
Council of the Americas, Modiano 
began discussions with the banks over 
a planned seminar in March on the 
privatization of Brazil's petrochemi­
cal industry, to be held in Houston, 
Texas. At the same time, the president 
of Shell Oil in Brazil, Robert 
Broughton, announced that his com­
pany has already prepared a scenario 
in anticipation of the end of Brazil's 
state oil monopoly. 

What these men hope to put in 
place in Brazil, on the model of Ar­
gentina and Mexico, is not only the 
privatization of this or that company, 
but the dismantling of each of the 
components of the sovereign nation­
state which have guided the institu­
tional life of the country since its 
founding as a republic in 1889. 

A group of monetarist crazies 
from the Getulio Vargas Foundation, 
headed by its director, Citibank's Ma­
rio Henrique Simonsen, has been 
working on a project whose central 
thesis is that the modem world should 
be living under a system of limited 
national sovereignty, since the con­
cept of sovereignty as once under­
stood is now "obsolete." 

As journalist Heraclio Salles char­
acterized it in his column critical of 
the Collor government's actions in the 
Jan. 30 Jamal do Brasil: "We are im­
mersed in a vast process of subversion 
of the institutions, led by the person 
[Collor] who is directly responsible 
for the social and political order of the 
country, insofar as he knows how to 

guarantee the juridical order. " 
Such subversion has already 

prompted a reaction from the judicia­
ry. Referring to the 147% hike in re­
tirees' monthly stipends which was il­
legally suspended by executive decree 
in January, the director of the National 
Association of Federal Judges, Jose 
Ricardo Regueira, accused President 
Collor of a,ttempting to install "a fas­
cist regime. The government cannot 
do whatever it wants, ignoring the na­
tional Constitution." He added that 
the tripling of anti-government law­
suits underCollor's administration "is 
a total disaster." 

There were similar reactions to the 
other recent presidential action that 
stunned the nation, when Collor de 
Mello demarcated a vast area for the 
Yanomami Indian reserve, without giv­
ing a thought to national security inter­
ests. On Jan. 30, a Rio de Janeiro court 
gave the go-ahead to a class action suit 
against the Yanomami demarcation. 

That lawsuit, handled by noted 
lawyer Americo de Paula Chaves, will 
require President Collor and Justice 
Minister Jarbas Passarinho to respond 
to charges that they acted unconstitu­
tionally. "The federal government 
threatens the public patrimony, plac­
ing national sovereignty at risk, with 
the demarcation of 9.4 million hect­
ares of a territory continuous with 
Venezuela. pre-announcing the for­
mation of a Yanomami nation," reads 
the lawsuit. 

Although the u.S. State Depart­
ment pretends not to notice the grow­
ing number of such protests, it is none­
theless anticipating the consequences. 
Anglo-American mouthpiece Francis 
Fukuyama told a conference in Mexi­
co, according to the Argentine news­
paper Clarin of Jan. 26, that he ex­
pected "the return of the authoritarian 
model." His principal concern was 
Brazil, he said, where "the democratic 
process is in trouble." 
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Dateline Mexico byCarlosCotaMeza 

La Quina's revenge 
The crisis in Pemex has led to foreign oil companies being 
invited into the country for the first time since 1938. 

January 10 marked the third anni­
versary of the brutal kidnaping and in­
carceration of Joaquin Hernandez 
Galicia ("La Quina"), the former head 
of Mexico's oil workers union. De­
spite his lengthy detention, the federal 
prosecutor's office has yet to prove La 
Quina's guilt for any of the crimes of 
which he has been accused. On the 
contrary, the union leader's legal de­
fense has repeatedly demonstrated his 
innocence, forcing the prosecutor into 
a political bind. 

Hernandez Galicia is a political 
prisoner of the Carlos Salinas de Gort­
ari government, and his innocence is 
not merely proven in court but also in 
what the government is doing to the 
state oil company Pemex (Petr6leos 
Mexicanos) and to its workers, which 
La Quina would never have permit­
ted. In fact, La Quina's jailing was 
President Salinas's first and most im­
portant act of obedience to the Interna­
tional Monetary Fund and Mexico's 
creditor banks, which were de­
manding the trade union leader's anni­
hilation because of his leadership role 
in opposing IMF policies across the 
Mexican economy. 

According to the Mexican Busi­
nessmen's Confederation, Copar­
mex, Pemex has laid off 130,000 
workers since 1988. And, according 
to Sebastian Guzman Cabrera-the 
current "leader" of the oil workers 
union, a PRI congressman, and a mul­
timillionaire contractor for Pemex-
35,000 more oil workers are slated for 
the block this year. 

These mass layoffs, equivalent to 
50% of the oil union's membership, 
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indicate the severe crisis into which 
this most important sector of the na­
tional economy has been plunged, 
thanks to President Salinas's policies. 
Entire areas are either semi-paralyzed 
or in a state of abandon. Oil wells con­
tinue to be exhausted, while Pemex 
has no policy to conduct its own oil 
exploration. Refineries are being shut 
down and dismantled, and there are 
accelerated imports of gasoline and 
other petroleum derivatives. Soon, 
foreign gas stations will be permitted 
on Mexican territory . 

The situation in the petrochemical 
industry is as bad, or worse. In 1989, 
the government decreed that, of 34 ba­
sic petrochemical products, 15 would 
be classified as "secondary," permit­
ting their privatization and takeover 
through foreign investment. Another 
such reclassification of 11 of the re­
maining 19 products is imminent. 
After three years of Salinas's govern­
ment-or of La Quina's jailing­
Pemex has been stripped of all but 
eight products considered "basic, " 
and thereby immune (for now) to for­
eign takeover. The justification of­
fered by certain energy officials is that 
the previous reclassifications "have 
not attracted enough investment." 

The daily EI Financiero recently 
threw some light on a surreptitious 
move by the Salinas government, 
when it published a communication 
by Mexico's trade department, "au­
thorizing the registration of the for­
eign company Triton International, 
Inc. in the Public Registry of Property 
and Trade. " The communication 
granted Triton permission "to provide 

advisory services i in the drilling of 
turnkey oil and/or gas wells." Triton 
is the first foreign oil company to be 
allowed into Mexi¢o since 1938. 

Pemex's administration, headed 
by Francisco Rojas, is in a state of 
financial and poliitical chaos. Ac­
cording to Rojas, private investment 
opportunities in Mexican petrochemi­
cals will be facilitated by renting out 
installations constructed by Pemex, 
which the renters will later pay for 
with money or p.-oducts. However, 
IfCcording to the trade department 
communication, Triton's construc­
tions in Mexico's oil fields will belong 
to Triton until such time as Pemex 
covers the Texas company's total 
costs. Until then,. the Mexican state 
company will be tenting from a for­
eign company on Mexican soil. 

Pemex officiall> have anonymous­
ly reported that the state company has 
already exhausted, its cost-reduction 
margins. Layoffs are reaching into the 
highest political and technical layers 
of the comP39Y, While investment re­
quirements are growing in direct pro­
portion to the exhaustion of once-pro­
ductive wells now being worked into 
extinction. 

EIR has learned of a secret offer by 
the Salinas gove1'Qment to La Quina, 
according to whidh he would accept 
full culpability fori the charges against 
him, in exchange for the release from 
jail and restitution to their union posts 
of his closest collaborators, Salvador 
Barragan and Jose:Sosa. La Quina has 
reportedly answered with a demand 
that the government first free him and 
return him to Ciudad Madero, Tamau­
lipas, the city from which he was kid­
naped, where he would then consider 
relinquishing authority over the oil 
workers union. 

If the reports ~e true, prison has 
broken neither L~ Quina's spirit nor 
his patriotism, something which his 
jailers would do well to remember. 
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Business Briefs 

Fiscal Policy 

20% of Britons 
didn't pay poll tax 

British courts have issued liability orders 
against more than 7 million people for non­
payment of Margaret Thatcher's hated poll 
tax, which has recently been repealed, the 
Washington Times reported Feb. 2. The tax 
has not been repealed retroactively, and the 
hunt for dodgers is expected to go on into the 
21 stcentury . The statute oflimitations was ex­
tended from two to six years. The tax was so 
unpopular it contributed to Thatcher's fall 
from power. 

The article gave a few examples of tax of­
fenders: A 77-year-old disabled woman was 
jailed for failure to pay $500. The prison offi­
cials were so outraged they raised the money 
to free her after one night. One man was jailed 
for two weeks for non-payment of $70, and 
was the first person to go to debtors' prison 
since the 14th century for non-payment of a 
poll tax. 

The article says, in fact, that Thatcher 
didn't leam her history-the last attempt at a 
poll tax was in 1381, and it sparked the Peas­
ants' Revolt, the first great popular rebellion in 
English history. 

Labor 

Attack workers to 
raise 'competitiveness' 

The Wall Street Journal cheered figures which 
showed that manufacturing unit labor costs in 
the United States declined 0.1 % a year, each 
year from 1985 to 1990, in a front-page article 
Jan. 27. By contrast, manufacturing unit labor 
costs rose an annual average of7 . 9% in Cana­
da each year; 10.3% in Japan; 10.8% in Brit­
ain; 11.0% in France; 11.3% in South Korea; 
14.3% in Italy; and 15.6% in Germany. 

The result was, the Journal thinks, that 
whereas the United States had the most expen­
sive labor force in the world at the beginning 
of the 1980s, by 1990 the manufacturing unit 
labor rate was $14.77 an hour in the U.S., 
compared to $15.23 in France; $16.02 in Can­
ada; $21.53 in Germany; and $21.86 in Nor-
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way. Japan's per hour manufacturing labor 
cost was $12.64. 

The Journal then proclaimed, in bold type, 
"Further improvement in U.S. competitive­
ness would provide additional muscle for the 
economy's already strengthening export 
sector." 

'Free Trade' 

Canadian opposition 
grows to U.S. trade pact 

The Canadian ambassador to Mexico has ad­
mitted that "free trade" with the United States 
has destroyed the Canadian economy . The am­
bassador, David Winfield, told the Mexican 
daily Excelsior that opposition to the North 
American Free Trade Agreement (NAFTA) 
was growing in Canada as the economic pic­
ture got worse and worse. 

Winfield said that Canadian unemploy­
ment is at 10%, there has been a fall in pur­
chases of domestically produced products, and 
a decline in investment. He said that the U. S. 
Congress was concerned that free trade repre­
sented "a reduction of sovereignty" and that 
this fear has led to a reduction of George ' 
Bush's popularity. 

Russia 

'Shock therapy' 
called big mistake 

The biggest mistake of the Russian govern­
ment was to adopt the "shock therapy" ap­
proach carried out in Poland and, to a lesser 
extent, Czechoslovakia, economists from the 
Vienna Institute for Comparative Economic 
Studies told the London Independent Jan. 28. 
Peter Havlik, the institute's deputy director, 
said that the situation in Russia is "completely 
different" than in the other two countries. He 
warned that the recent move to free prices with­
out having other vital elements of economic 
reform in place "can only lead to chaos and 
political and social problems. " 

The second mistake was badly planned 
privatization, according to Havlik. Both Hun-

gary and Poland found that enterprises were 
promptly grabbed by their communist manag­
ers, and had to apply the brakes while new rules 
were agreed on. "In Russia, the same thing is 
happening: the nomenklatura is exploiting the 
general chaos and confused legal situation to 
get the best firms. " 

As a result of such mistakes, he stressed, a 
long period of instability, unrest, and possibly 
worse, looIl1l> in the former U.S.S.R. One of 
his colleagll/!s forecasts "more riots, local 
wars, fights between mafias." Havlik asserts, 
"It will take a decade for these republics to 
achieve evert halfway stable conditions for a 
market economy." 

Environmentalism 

Cousteau: Eliminate 
350,000 people a day 

"We must eliminate 350,000 people a day," 
world-famous seafarer Jacques Cousteau stat­
ed in an interview with the Unesco Courier in 
November 1991. The official U.N. magazine 
asked: "Some snake's, mosquitos, and other 
animal speci~s pose threats or dangers for hu­
mankind. Can they be eliminated like the vi­
ruses that cause certain diseases?" To this 
Cousteau an~wered: "Getting rid of viruses is 
an admirable! idea, but it raises enormous prob­
lems. In the first 1,400 years of the Christian 
era, popUlation numbers were virtually sta­
tionary. Through epidemics, nature compen­
sated for exCess births by excess deaths. 

"I talkedaboutthis problem with the direc­
tor of the Egyptian Academy of Sciences. He 
told me that scientists were appalled to think 
that by the y¢ar 2080, the population of Egypt 
might reach 250 million. 

"What should we do to eliminate suffering 
and disease? It's a wonderful idea but perhaps 
not altogether a beneficial one in the long run. 
If we try to implement it we may jeopardize the 
future of our species. 

"It's terrible to have to say this. World pop­
ulation must be stabilized and to do that we 
must eliminate 350,000 people per day. This 
is so horrible to contemplate that we shouldn't 
even say it. But the general situation in which 
we are involved is lamentable." 
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Energy 

Give nuclear technology 
to Third World: Nakasone 

There should be "no meddling in peaceful 
technology transfer" of nuclear energy to the 
Third World, fonner Japanese Prime Minister 
Yasuhiro Nakasone told the Yomiuri News 
Jan. 28. Nakasone proposed creating an inter­
national body to help monitor the destruction 
of nuclear weapons possessed by the fonner 
Soviet Republics and to keep tabs on the devel­
opment of new arms, which would simultane­
ously ensure that no one would try to stop nu­
clear technological development for economic 
development using armaments as the excuse. 

"In the eyes of all, Japan is a country pos­
sessing both the technology and financial ca­
pacity to push forward" with the creation of 
such a body, Nakasone said. "Japan should 
take the initiative in establishing a new inspec­
tion system." 

''The control of nuclear weapons and es­
tablishment of an international verification 
body ... are highly sensitive issues," he said, 
"which require walking a tightrope, because 
they may lead to. . . meddling in the transfer 
of technologies from the North to the South 
and interference in the use of plutonium for 
peaceful purposes." 

Health 

Urge emergency action 
on drug-resistant TB 

The American Lung Association has urged 
Congress to take emergency action to prevent 
the spread of new, drug-resistant strains of tu­
berculosis. Describing the dangerous new 
strains as "outofcontrol," the ALA asked Con­
gress to appropriate $91 million to combat the 
disease which once had been virtually wiped 
out. 

Spokesmen for the association said that 
they fear the country is on the verge of "hyste­
ria" over the spread of drug-resistant TB. "TB 
is back. Fear is already here, and hysteria is 
coming. This hysteria will make the irrational 
AIDS hysteria we all have had to deal with 
minor by comparison," said ALA president-
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elect Dr. Lee Reichman. 
Regular TB has a death rate of 50%, the 

new drug-resistant strain, 75%; yet the ALA 
seems to be more concerned about the public 
reaction than the death toll. "It is areal problem 
. . . but it is not a cause for panic," said ALA 
spokesman Diane Maples. 

Polllnd 

Supreme Court strikes 
down IMF program 

The Polish Supreme Court ruled Jan. 29 that 
the government's freeze on cost-of-livingsala­
ry increases for 2.5 million public sector em­
ployees was a violation of their basic constitu­
tional rights. The freeze, imposed at the 
beginning of the third quarter of 1991 , has led 
to a 30% drop in income for employees of the 
public sector. 

In reaction, Elzbiete Suchocka, the head 
of the budget office at the Polish Finance Min­
istry, said the court ruling would have "cata­
strophic consequences" and undermine the 
present government's course of fiscal aus­
terity. 

Compensating the public sector for the 
income losses since last July would require 
an additional 3 billion zlotys, increase the 
government's budget by exactly that sum, 
and overturn the entire austerity package ne­
gotiated with the International Monetary 
Fund (IMF). 

Meanwhile, the continued decline of in­
dustrial output in Poland under the IMF pro­
gram will push the jobless rate close to 20% 
this year, forecasts the Swiss Neue Zurcher 
Zeitung daily. In 1991, industrial production 
fell by 14.2%, as compared to 1990; sectors 
affected most are electrical machinery , 
down 26.1 %; steel and iron, down 22.4%; 
and transportation, down 24.7%. Exports 
dropped by 6.5% and imports increased by 
34.4%, while the inflation rate was 60.4%. 

The jobless rate reached 11.4% (2.16 
million workers), with unemployment high­
er than 17% in six of 49 districts. Official 
forecasts expect ajobless rate of close to 20% 
by the end of this year, which would mean 
between 3.0 and 3.5 million people out of 
work. 

Brildl.y 

• ITALY'S birth rate is now the 
lowest in the world, the National Re­
search Center reports. Italian women 
average 1.27 children, down from 
1.29 in 1990. This is over 30% below 
the replacement rate (zero growth) of 
2.1 children per woman in an indus­
trialized country. 

• CANADI~ exports to Mexico 
have fallen dramatically. In both 
1989 and 1990, Canadian trade with 
Mexico had totaled roughly 
Can $600 million, but dropped to 
Can $372 million for the first 11 
months of 1991. Mexican exports to 
Canada, meanwhile, skyrocketed 
from Can $1. 7 to Can $2.27 billion. 

• LLOYD'S of London losses for 
1991 are projected at £1.12 billion 
($622 million) and the group might 
be forced to seek a large capital infu­
sion, says Chatset, an independent 
analysis firm. Chatset forecasts that 
by 1994, Lloyd's will have lost a sum 
equivalent to the entire accumulated 
deposits of the membership. 

• P ARIBAS bank had an estimated 
net loss of about $40 million for 
1991, announced the bank's chair­
man Andre Levy-Lang at the end of 
January. This will be the banking 
group's first loss in history, and has 
prompted Moody's to put the bank 
under review. 

• LONRHO, the London-based in­
ternational trade giant, has lost its 
contract to distribute Volkswagen 
cars in the United Kingdom, ac­
cording to a Financial Times report. 
The news knocked another £8 pounds 
($4.40) off a Lonrho share price al­
ready depressed by a slump in sec­
ond-half profits and a cut in the div­
idend. 

• MOODY'S has downgraded the 
giant Credit Suisse bank from its pre­
cious Aaa credit rating "and said the 
Aaa rating of Swiss Bank Corp. was 
also being reviewed for a possible 
downgrade," the Financial Times re­
ported Jan. 29. "It is difficult to exag­
gerate the shock caused by Moody's 
announcement. " 
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~ITillFeature 

The real crimes 
of China's 
ZhaoZiyang 
by Michael O. Billington 

It was an understandable shock for millions of people when Henry Kissinger 
went on national television within hours of the bloody massacre broadcast live 
throughout the world from Tiananmen Square in June 1989, calling for main­
taining full support for the butcher Deng Xiaoping. A year later it was learned that 
President Bush had dispatched Kissinger's two employees, Lawrence Eagleburger 
and Brent Scowcroft, within days of the crackdown, as official but secret emissar­
ies to toast Deng Xiaoping for ajob well done. 

This should not have surprised anyone who knew the actual history of how 
Kissinger and Bush "opened up" China to the West, starting with Kissinger's 
secret diplomacy in 1971. Kissinger and his British allies were interested in 
bringing neither democracy nor economic development to the one-fifth of human i­
ty enslaved by Maoist dictatorship. Rather, as with the colonial powers in the 
nineteenth century, they wanted only to "open up" ~ccess to China's cheap labor 
and raw materials (best maintained by keeping the, population backward), while 
gaining whatever strategic advantage they could from the immoral relationship. 
If such access was facilitated by supporting continued police-state rule in China, 
then so be it. 

Similarly, any attempt to truly develop the agricultural and industrial infra­
structure of the nation was discouraged, Kissinger's bosses not wishing to see the 
emergence of another, larger, Japan in Asia. Already in the early 1980s, long 
before the collapse of the Soviet bloc, the Anglo-Americans were labeling their 
traditional allies in Asia (Japan, South Korea, Taiwan) as "economic enemies," 
adopting the old British balance-of-power policy that any nation which became 
strong was implicitly a threat which had to be defeated. 

This report will demonstrate how a "recolonization" process has been carried 
out against China, not without some success. It will demonstrate that when the 
Chinese people, despite the U.S. support for Mao and his murderous Cultural 
Revolution, succeeded in overthrowing Mao and the fanatics around him, there 
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Zhao Ziyang functioned as a malleable tool of the Anglo-American oligarchy's campaign to open up China for 
(left), David Rockefeller, and Samuel Huntington (right) , all of the Trilateral Commission . Kissinger opened the dlD'lo~natlc 
China; Rockefeller provided the ''free market" fraud; and Huntington provided the political theory for repression. 

was a chance for China to discard the Communist Party tyran­
ny altogether. With Kissinger' s backing, this effort was 
thwarted, as Deng Xiaoping 's iron fist crushed every whisper 
of freedom and every effort at real development since that 
time, while "opening up" China to looting by the U.S . and 
British banking circles . It will show that Deng Xiaoping 
disposed of the only reform leader who believed in the devel­
opment of the people and the economic infrastructure of the 
nation, Hu Yaobang, in favor of a reformer who functioned 
as a malleable tool of the bankrupt Anglo-American financial 
oligarchy, Zhao Ziyang. 

The Cultural Revolution 
The horror of the Cultural Revolution did not end until 

after the passing of the hated "Great Helmsman" Mao Ze­
dong . The lO-year nightmare between 1966 and 1976 left 
millions dead, the collapse of much of the already sparse 
economic infrastructure, a generation of young adults who 
had been deprived of their education, and the total discredit­
ing of the Communist Party . The worst effects , however, 
were not so easily measured. In the words of the director 
of the Shanghai Conservatory of Music from the poignant 
documentary film of violinist Isaac Stem 's 1979 tour of Chi­
na: "Ten of our teachers died by suicide because they couldn't 
stand the humiliation and torture, especially the torture of the 
mind and the humiliation . Of course we were beaten, we 
were kicked and beaten in many ways, but , I think, that's all 
right compared with the humiliation. We were treated as 

EIR February 14, 1992 

criminals because we taught them western music. " 
It was in the middle of this holocaust, in 1971, that Henry 

Kissinger, functioning as a self-prof6ssed asset of British 
diplomacy, maneuvered the United States into establishing 
relations with Mao's regime. As we shall see, this included 
holding up the Maoist police state as the ideal for emulation 
by other Third World nations. Georgr Bush was one of the 
first official U.S . emissaries to Beijiflg, in the midst of the 
Cultural Revolution , and still considers the butchers his "old 
friends. " 

The 'Beijing Spring' after MaiO'S death 
The period between Mao 's death in 1976 and early 1979 

became known as the "Beijing Spring." Although factional 
fighting was intense in the battle for succession, the attempt 
of the Maoist fanatics to hold power without the protection 
of the would-be emperor was doomed. His chosen successor, 
Hua Guofeng, expressed the total banKruptcy of morality and 
ideas among that faction by his infamous slogan for "Two 
Whatevers": "Resolutely defend whatever policies Chairman 
Mao has formulated, and unswervingly adhere to whatever 
instructions Chairman Mao has issued." With Mao dead and 
the "Gang of Four," who carried oult the holocaust in his 
name, arrested and imprisoned , such indlessness could not 
survive. Deng Xiaoping, who had be~n targeted and impris­
oned twice during the Cultural Revolution, took the leader­
ship and commenced what has been called "the reform" in 
1979. 
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However, Deng quickly showed that his commitment to 
reform did not extend to challenging the dictatorship and 
mind control of the Communist Party: Between 1976 and 
1978, revolutionary forces were unleashed both within the 
party structure itself and in the population as a whole­
especially among the ex-Red Guard youths who were coming 
to terms with the insanity of the previous years and their own 
role in it. Deng was tolerant of these forces only until he had 
consolidated his power-which occurred at the party plenum 
of December 1978. As we shall see, he immediately moved 
to crush the Beijing Spring, both in the streets and in the 
political structure. 

Wei Jingsheng, a nation's conscience 
The exuberance that characterized the explosion of free 

ideas following the lifting of the Maoist fog was mixed with 
horror at the recognition of what had been done to China. At 
every level of the population, as some normalcy returned to 
everyday life, people had to answer the question of what had 
reduced the Chinese to such a state of barbarism, apparently 
self-inflicted. The most profound spokesman to emerge from 
this ferment was Wei Jingsheng, who has rotted in the Chi­
nese Gulag ever since Deng's 1979 crushing of the Beijing 
Spring. Wei had been a Red Guard, waving the Little Red 
Book and denouncing anyone in authority along with the rest 
of the mob. But he, like many others, came to see the utter 
impoverishment of his country in the course of his travels 
during those years of madness, and thus to recognize that 
this could not be due merely to "capitalist roaders and class 
enemies who had found their way into the leadership of th~ 
Communist Party," as they were told. During one of these 
trips he saw the starving peasantry and heard accounts of 
peasants reduced to cannibalism, eating each other's dying 
children in order to survive. Wei reflected: "Poor kids! And 
their parents were even more pitiful. Who made them do 
this? Who made them send their kids to others as food? Who 
made them taste the flesh of these innocent children together 
with the tears and sorrows of their parents? At this time I 
realized the killer was Mao Zedong .... It was he and his 
followers who used their vicious policies to force the starved 
and mad parents to eat exchanged children. It was Mao's 
'Great Leap Forward' that forced thousands of starved and 
mad farmers to kill their companions with hoes and eat their 
flesh. Those people were not the killers; the real killers were 
Mao and his followers." 

This truth reflected the famous argument of Mencius 
(fourth century B.C.), who asked: "Is there any difference 
between killing a man with a sword and with the style of 
government?" 

As to the hope that Deng would bring freedom, Wei had 
no illusions: "If newspapers and the radio have now stopped 
bashing our ears with their deafening propaganda catchwords 
on the theme of 'class struggle,' it is partly because this was 
the magic abracadabra of the 'Gang of Four.' But mostly 
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because the masses were fed up with it; you cannot make 
people march any more to that tune .... After having suf­
fered this regime with considerable fortitude for 30 years, 
the people eventually understood, like the monkey who at­
tempts to grasp the Moon, thety were condemned to remain 
forever empty-handed. That w.s why, as soon as Vice Chair­
man Deng launched his new program, 'Back to Reality,' 
the masses supported him wi~ enthusiasm, showing their 
approval with a voice as fonbidable as the roaring of the 
ocean. Everyone expected thail: Deng, applying his famous 
principle 'to reach truth from facts,' would submit the recent 
past to critical investigation, rid that he would lead the peo­
ple toward a worthy future .... After that, alas, our odious 
political system was not amended in the slightest. As for the 
freedom and democracy that ~ople expected, even the very 
words cannot be mentioned." 

Democracy: Wei's 'fifthimodernization' 
Wei is best remembered for his famous big character 

poster placed on the "Democ~cy Wall" at the height of the 
Beijing Spring in December 19V8, called "The Fifth Modern­
ization" (see accompanying article). Deng Xiaoping repeat­
edly posed the noble goal of ;modernization in four areas: 
agriculture, industry, science and technology, and military 
defense. Wei expressed the historically demonstrable fact 
that such progress is impossible in a society where the minds 
of the citizens are enslaved: "We do not want to be mere tools 
in the hands of despots with expansionist ambitions, who 
wish to use us to carry out a modernization geared to their 
own advantage. The only reason we want to achieve modern­
ization is to ensure democracy, freedom, and happiness for 
all the people. Without this 'fifth modernization' [democra­
cy], all the other modernizations are nothing but lies .... 
Without democracy, society would sink into a stage of stag­
nation, and economic growth would encounter insuperable 
obstacles .... Without this preliminary condition, it would 
not only be impossible to achi~ve any progress, but it would 
even be difficult merely to preserve the achievements ob­
tained at a given level of development. The best evidence is 
provided by the situation to which our great country has been 
reduced after these last 30 years. " 

Kissinger's role 
These public pronouncements earned Wei Jingsheng the 

horror of 15 years of psychological and physical torture in a 
Chinese prison for the crime of "counter-revolution," and 
thereby the honor of becoming the first crucial martyr of the 
Deng era. He still sits today in the Chinese Gulag. Some of 
the other leaders of the Beijing Spring, despite persecution, 
remained at the center of subsequent efforts to rebuild the 
Democracy Movement, leading eventually to the Tiananmen 
demonstrations of 1989. It was a letter from intellectuals and 
others to the government in early 1989 asking for a pardon 
for Wei, and Deng's refusal to consider it, that helped galva-
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nize the students to confront the tyranny head on. 
These are the people about whom Kissinger spoke on the 

day after the massacre: "The turmoil in China cannot be 
easily encompassed in simple slogans like 'Democracy 
Against Dictatorship.' Given China's history and culture, 
democracy is unlikely to have the same meaning in Beijing 
as in Washington." Kissinger lied, in 1989, as he had in 
1979, that "Deng's policy has been, and will continue to be, 
in the interest of the United States .... China must not 
fallout of its balance, otherwise there is the danger of its 
population tending toward extremes." This "balance" Kis­
singer so urgently defends, the dictatorship of the Communist 
Party, must be defended with no pangs of emotion or morali­
ty, he said. Denouncing those who responded "emotionally" 
to the murder of the cream of China's youth, Kissinger wrote 
in a syndicated column on June 4, 1989: "For Americans it 
is important to keep in mind that the opening of China . . . 
took place during Mao's China, for which morally and politi­
cally we felt no affinity whatsoever." Again, as we shall 
see, that while admitting the immorality of the U.S. policy 
towards China, he lied when he claimed no affinity with 
Mao's methods. 

Hu Yaobang becomes general secretary 
The effort to build a movement to end the dictatorship 

and create conditions for true economic and social progress 
was in fact close to realization in 1978 and 1979. Not all of 
those who were in leadership positions in the Communist 
Party were oblivious to the fact that the totalitarian form of 
government itself was the root cause of the holocaust of the 
Cultural Revolution, nor unaware that an enslaved citizenry 
cannot sustain real progress. Hu Yaobang, head of the Com­
munist Party and next in line to succeed Deng Xiaoping until 
his removal from power in 1987, was a figure who (unlike 
Deng) was opposed to the concentration of power in the 
hands of a few. Although he repeatedly backed down and 
compromised in confrontations with Deng, he nonetheless 
provided a voice and protection to those who believed that 
democracy and progress were more important than the Mao­
ist or Leninist dogma. He provided a considerable buffer for 
the intellectuals with the courage to speak out during the 
1980s-in fact, his ouster as general secretary of the Commu­
nist Party in 1987 came simultaneously with the purge of 
three outspoken journalists and political opponents of the 
Deng regime. 

It was Hu's death on April 15, 1989, and the funeral 
rallies, which sparked the revolutionary outpouring of stu­
dent and worker resistance to Deng and his henchmen that 
spring. 

Hu took a fundamentally opposite view of man from the 
Deng leadership. He insisted that education was primary, 
that each citizen had the right and the necessity to develop 
his intellect. In this regard he argued against throwing the 
country open to vast labor-intensive projects to earn quick 
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money at the expense of the in-depth development of the 
nation as a whole, including especially the educational devel­
opment of the capacities of the entire work force. He devel­
oped a close working relationship with the Japanese and to a 
lesser extent with Europe, but he maintained a distance from 
the radical free trade ideologues from the United States and 
Britain, and refused to visit the United States. He also dis­
trusted the growing "condominium" arrangement between 
the U.S. and the Soviets. 

Despite his compromises with Deng, he maintained a 
close relationship with the people. More than any other lead­
er, he traveled regularly and widely throughout China, vis­
iting 1,500 of the 2,000 counties in mat vast country. 

Hu Yaobang had risen to leadership as head of the Youth 
League in the 1950s. During the holocaust which began in 
1966, he spent two and a half years idthe "cow shed," a term 
which referred to the incarceration <J>f those condemned as 
"monsters and demons" by the Red Guards. Following two 
more years at manual labor , he spent ~hree years recuperating 
from a severe illness, during which time he intensely studied 
the ancient Chinese classics and reflected on his country's 
fit of bloody madness. Both he and Deng Xiaoping were 
rehabilitated in 1973, only to be purged again in 1976 until 
after Mao's death and the arrest of the Gang of Four later that 
year. 

Hu gathered around him a group of young intellectuals 
and scientists. After his first rehabilitation, he prepared a 
report on the work of the Chinese Academy of Science which 
defended education against the insane closure of the universi­
ties imposed by the Maoists. "The Dictatorship of the Prole­
tariat does not apply to science and technology," he said. He 
argued that "practice is the only criterion for truth" in his 
battle with the "Two Whatevers" idiocy of Mao's defenders. 
When it was argued that the reversals of the Cultural Revolu­
tion could not go so far as to directly contradict Mao himself, 
Hu countered with his own slogan, the "Two Regardlesses": 
"All that is not true and all that is wrongly concluded and 
wrongly handled must be corrected according to facts, re­
gardless of when and under what circumstances it was done, 
and regardless of which persons at what levels did it." 

After the final demise of the Gang of Four, he took re­
sponsibility for an attempt to eliminate every remnant of the 
Cultural Revolution. In 1978 he said: "There are more than 
10 million cadres and ordinary people who need to be vindi­
cated and rehabilitated. The corpses of some have long since 
turned to dust, but they have not yet been cleared of their 
alleged crimes as spies or special agents. Their families still 
bear this burden." Deng was ambivalent about pursuing the 
rehabilitation process too fast and too far, but Hu nonetheless 
hired 1,000 cadres to spread out across the nation to reverse 
every false judgment. 

Perhaps most important, Hu supported a series of articles 
and publications which called for democracy as an essential 
precondition for the Four Modernizations, even before Wei 

Feature 25 



The staggering economic 
backwardness in this recent photo 
taken immediately outside Canton 
contrasts with the glitter of the 
foreign enclaves in the Special 
Economic Zones . Inset: Pavilion 
built for a 1980 Chinese trade 
exhibit in New York to push the 
process industry approach to the 
SEZs. 

Jingsheng's famous call for the "Fifth Modernization." 
Ruan Ming, a close associate of Hu Yaobang now in exile 

in the United States, in discussions with Harvard historian 
Merle Goldman and others, has described a series of extraor­
dinary developments surrounding a "Theory Conference" 
held between January and April 1979 under Hu's sponsor­
ship. As late as December 1978, at the closing session of the 
famous Third Plenum that marked the beginning of the period 
of "reform," Deng Xiaoping had expressed his ostensible 
belief in the need for some democracy: "Democracy has to 
be institutionalized and written into law , so as to make sure 
that institutions and laws do not change whenever the leader­
ship changes or whenever the leaders change their views or 
shift the focus of their attention ." Hu and his associates had 
been called on to write the communique of the plenum which 
launched the reform. With this backing, Hu called a Theory 
Conference with great hopes of dramatic changes in China. 

Although Hu apparently never met with Wei Jingsheng, 
he did meet with others from the Beijing Spring movement, 
and had gone to the Democracy Wall to read the posters. 
The "Fifth Modernization" theme, that without democracy, 
modernization was impossible, was widely presented and 
discussed at the first part of the 1979 Theory Conference 
(preceding a break in the conference for the Spring Festival in 
February) . The Cultural Revolution was described by some 
speakers as a fascist dictatorship, and the roots of that fascism 
were traced back to the 1950s . Even Deng's speech from this 
first half of the conference said that democracy had not been 
realized in any socialist society, and that "we should develop 
the good points of the bourgeoisie in this respect." He even 
praised the role of elective systems in the West, although his 
intent was clear in his conclusion that "we should find a way 
to let people feel that they are the masters of the country." 
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Deng Xiaoping strikes 
Despite public that the freedom to speak out 

was assured under Deng's "Back to Reality," the 
Chinese lived in constant that there would be a 
repetition of the infamous ploy in 1956 which went 
under the slogan: "Let a flowers bloom, a hundred 
schools of thought contend." that time, after a year of 
encouraging freedom of , Mao launched the "anti-
rightist" campaign: Having almost anyone with a 
brain into speaking out, he purged or imprisoned them all. 

I 
Mao compared his "cleverness' to luring snakes out of their 
holes. 

The days and weeks following the Spring Festival break 
in the Theory Conference saw IDeng unleash a similar reac­
tion . During the break, Deng r isited the United States and 
met with the Trilateral Commission team running the Carter 

I 
administration, headed by National Security Adviser Zbig-
niew Brzezinski . The dominant theme of U. S. policy at that 
time was the geopolitical "China card"-a British-modeled 
balance-of-power scheme inte~ded to use China against So­
viet interests in Asia at the sarJe time that a "condominium" 
was constructed among the U.S ., the U.S.S .R. , and China. 

Within two weeks of Deng's return to China, he launched 
an invasion into Soviet-backed Vietnam, which had occupied 
Cambodia the previous month and removed the Chinese­
backed Khmer Rouge regime frbm power. The Khmer Rouge 
reign had been essentially a (tambodian version of Mao's 
genocidal Cultural Revolution! in which any sign of intelli­
gence or independent though was punished by torture or 
death . The Chinese invasion of Vietnam created a situation 
where any domestic criticism 0 the Khmer Rouge "version" 
of the Cultural Revolution could be treated as treason in a 
time of war. 
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Wei Jingsheng was suddenly arrested, under the pretense 
of his opposition to the invasion. His trial six months later 
simply accused him of the "crime" of being opposed to dicta­
torship. His refusal to plead guilt to any crime resulted in the 
bestial 15-year sentence. 

Meanwhile, Deng also plotted to destroy the movement 
emerging from Hu's Theory Conference. He packed the sec­
ond half of the conference with conservative forces-those 
who were to become called the "hardline" faction-and had 
a speech prepared for him that launched a new "anti-rightist" 
campaign. He announced the bombastic "Four Cardinal Prin­
ciples"-keep to the socialist road, dictatorship of the prole­
tariat, leadership of the Communist Party, and uphold Marx­
ism, Leninism, Mao Zedong Thought-making clear that 
there would be no "Fifth Modernization" under Deng 
Xiaoping. 

Hu Yaobang made no public effort to counter this. Ac­
cording to his associates now in exile, he believed that he 
had no power base to resist Deng, neither over the "Four 
Cardinal Principles" nor over the wretched treatment of Wei 
Jingsheng and other dissidents. In later years, when hardlin­
ers demanded the purge of his close collaborators, he would 
resist, but only until the top leaders (either Deng or Chen 
Yun, the leader of the "hardline" or "leftist" faction) got 
involved, at which point he claimed powerlessness to resist 
without losing his own position. Ultimately Hu' s power base 
was undermined by this step-by-step process, leading to his 
own loss of power in 1987. 

Zhao Ziyang, the New Age tool 
A crucial, previously untold aspect of the defeat of Hu 

Yaobang's policies was the Anglo-American role in the spon­
sorship of Zhao Ziyang, who had emerged as the darling of 
the New Age, free trade, post-industrial society gurus in the 
United States and Britain. Exposing this fact today is crucial 
to the effort to replace the communist regime, which contin­
ues to implement Zhao's program despite the fact that Zhao 
has been removed from power. It is even more crucial in 
preventing the destruction of any potential post-Communist 
Chinese state by the "shock therapy" tactics of the free-trad­
ers, as is now happening to the emerging free nations of 
eastern Europe under the direction of the Bush administration 
and IMF economists. In fact, as we shall see, the same people 
who used their control of Zhao Ziyang to destroy any chance 
for a successful transformation in China are now in the fore­
front of the "shock therapy" destruction of eastern Europe, 
intent on preventing the emergence of a strong Eurasian-wide 
economic alliance. 

The United States established official relations with Chi­
na on Jan. 1, 1979. The first U.S. ambassador to China 
arrived on March 1, 1979, just two weeks after the Chinese 
invasion of Vietnam, the arrest of Democracy Wall leader 
Wei Jinsheng, and Deng Xiaoping's crushing of the potential 
democrats among the elite. As with Kissinger's first trips 
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to China in 1971 and his later support for the Tiananmen 
massacre, the United States respond~ to acts of police state 
tyranny with diplomatic rewards. 

Zhao Ziyang rapidly emerged as the spokesman for the 
"free trade" lie that the only alternative to the failure of the 
Marxist centrally controlled economy was to throw open the 
nation to unregulated free trade-le.ving room for discus­
sion only on how fast this should be ~one. Hu Yaobang and 
a group of his collaborators explicitly opposed this policy, 
insisting that the Japanese model of directing credit into the 
development of agricultural and industrial infrastructure was 
necessary to assure the development Qf the physical economy 
and the uplifting of the population. 

The first test between these two opposite approaches to 
reform developed over the creation of the Special Economic 
Zones (SEZs) in 1979. While both ljIu and Zhao supported 
the creation of these zones, they disagreed as to their purpose 
and their structure. Originally, the iones were to be called 
"Special Zones for Export," which ~ould encourage foreign 
investments in Chinese industry and facilitate expanding ex­
ports. Hu Yaobang also intended for the zones to function as 
experiments in democratic political structures. But by 1980, 
after Deng's crushing of the Beijing Spring, the name was 
changed to "Special Economic Zone$," and all discussion of 
political freedoms was cut off. 

On economic policy, Hu warned that the zones could 
easily become a revival of the old nineteenth-century colonial 
concessions if they were not used as;a locomotive for devel­
oping China's own domestic industrial capacity. He de­
nounced what he called the "two ends outside," referring to 
industries which imported raw materials and semi-finished 
goods from "outside" the country and merely processed them 
into exports, returning the product to the "outside." This, he 
warned, would simply utilize the cheap labor of a desperate 
Chinese population, without improving either the population 
or the national economy in the long run. The fact that these 
zones were set up in four of the same locations where the 
British had their opium-trading "concessions" in the nine­
teenth century contributed to the sense of potential disaster. 

His warnings have proven all too accurate. Initially, the 
reform brought considerable relief from the economic col­
lapse of the Cultural Revolution years, primarily due to the 
termination of the disastrous communalization of agricul­
ture. Allowing the peasantry to run their own farms and 
raising the price paid to the farmers for their produce led to 
a rapid increase in grain production and an easing of the 
extreme destitution of the peasantry. But by 1984, the gov­
ernment had ended the special investments in agriculture, 
diverting more and more funds to facilitate the needs of the 
growing process industries in the special zones. These zones, 
like colonial Shanghai, were boom towns for fast money, 
cheap labor, drugs, and a new, relatively rich elite, while the 
rest of the country stagnated and then fell back. Today the 
aging basic industry sector is bankrupt, the infrastructure in 
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Hu Yaobang, former Communist Party general secretary, in the 
official photo issued after his death on April 15,1989. Hu believed 
in liberating the creative powers of the population . The outpouring 
of popular sentiment around his funeral led to the democracy 
strikes in Tiananmen Square so brutally crushed on June 4. 

water, energy, and transportation has collapsed, the peasant­
ry is increasingly marginalized , and well over 100 million 
redundant rural workers wander the country in search of 
subsistence-while the booming free trade zones are held up 
as proof of a successful economy! 

Alvin Tomer's kookery 
This was precisely what Deng Xiaoping and Zhao Zi­

yang's western backers intended. Perhaps the most revealing 
western influence on Zhao is that of Alvin Tomer, the popular 
cult "futurologist," author of Future Shock and Third Wave . 
Tomer is an unabashed advocate of the "post-industrial soci­
ety," using pseudo-scientific jargon about the "information 
age" and technetronic society to justify the collapse of indus­
trial society, and the death of millions of human beings that 
must accompany that collapse . 

Zhao had Tomer's book Third Wave translated into Chi­
nese and circulated to his associates and student followers. 
The book argues that the first wave was agricultural society , 
the second, industrial society, and the emerging third wave 
is the post-industrial services and information age. China, 
Tomer argues , is in the fortunate position of getting into the 
third wave without needing to pass through the industrial age, 
since the "pollution-belching smokestacks that the socialist 
world has made its first priority now represent the 'reaction­
ary' past." Tomer describes industrial production and large 
infrastructure projects as "backward elements , when com­
pared with the third wave, post-smokestack production sys­
tems that are now possible. " 
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This mindless New Age aPflogy for the collapse of in­
vestment in the physical economy was part of the popular 
cover for the 1980s binge of spebulative looting in the United 
States , led by the junk bond boo~ and similar "post-industri­
al" swindles, creating the currbnt depression. In China, it 
created a "theoretical" justification for scrapping any plans 
for achieving long-term develoJment in favor of cheap-labor 
process industries which produbed quick loot for investors. 
A New Republic puff piece on ~offter in China said: "Toffter 
assures the reformers that it's OK for Third Wavers to skip the 
Second Wave (industrialization) and to be making apparently 
only First Wave (agricultural)i progress. The changes in­
volved in the Third Wave, he says, 'actually resemble First 
Wave conditions: dispersion df the population out of the 
cities; more work in the home; mall-scale production; link­
ing rural development to high tdchnology .' " 

Zhao Ziyang not only bought this nonsense-he fought 
for it. When the conservatives :attacked the Toffter book as 
"spiritual pollution," Zhao called together a conference of 

I 
scientists and party leaders to force the issue. He won, and 
the book was subsequently pub ished for mass distribution, 
becoming a bestseller. The New Republic claims that the 
book was the bible for the youhg economists around Zhao, 
who formulated the policies for ithe Special Economic Zones 
approach. The think tanks manned by Zhao's young follow­
ers, such as the Institute of Marl ism-Leninism-Mao Zedong 
Thought , were rabid supporter of Toffter, Daniel Bell, llya 
Prigogine, and others of the systems analysis and information 
theory proponents tracing back to the Frankfurt School. 

Hu offers a different appl oaCh 
Hu Yaobang responded by qirculating another book with 

the opposite approach: Japan's Decisive Century, 1867-
1967, written by Japan 's first p stwar prime minister, Shig­
eru Yoshida, a collaborator of Gen . Douglas MacArthur. Hu 
pointed especially to the emphJsis on education, to the need 
to educate the population if any ~rocess of development were 
to be achieved, rather than expl6iting only the unskilled brute 
powers of a backward populatidn. 

Yoshida directly comparedlthe post-World War II eco­
nomic recovery in Japan with the late nineteenth-century 
Meiji period, when Japan rapidly adopted western technolo­
gy and emerged from feudalism as a major world power in a 
few decades . Hu pointed to Y6shida's emphasis on educa­
tion , with "equal opportunity ~o all," as crucial to Japan 's 
success, both in the Meiji periJ d and after the defeat in the 
Pacific War. Yoshida also insisted that the progress in the 
Meiji period was only possibl "because it stood on a firm 
foundation inherited from the wast. For example, the well­
developed virtues of hard work land frugality were the legac-
ies of Confucianism." I 

He even argued that the breakdown of the development 
process that led to the eventual degeneracy into an imperialist 
military regime was due precis~ly to the failure to maintain 
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the moral traditions associated with Confucianism. 
Economically, Yoshida insisted that the relaxation of reg­

ulations and controls was only possible after the application 
of "technological innovation ... through increased invest­
ment in equipment, which would, in tum, raise productivity 
and increase the competitive power of Japan's exports." This 
technology-driven advance of productivity is the opposite of 
the cheap-labor policy of the special zones. 

Yoshida insisted that while the foundation of an economy 
was still weak, that it must "ensure that only those items that 
could be regarded as essential to the country's rehabilitation 
would be imported." Again, the "two outsides" policy of 
process industries followed the exact opposite approach. 

Hu argued that these policies were essential to China's 
successful modernization, and that the Chinese people were 
fully capable of such a transformation. He also concurred 
with Yoshida that a large and densely concentrated popula­
tion "no longer constituted a problem-provided it represent­
ed an efficient labor force. " 

"Reformer" Zhao Ziyang and the hardline Marxists 
shared the opposite view of the work force, which looked 
only to the value that could be extracted from the available 
bodies. They were backed up in this bestial view by the 
western monetarists who were pushing the "free trade" line. 
In May of 1981, David Rockefeller chaired an international 
conference of the Trilateral Commission held in Beijing. At 
that meeting, Chase Manhattan Bank's chief, William C. 
Butcher, told Xinhua News Agency that China's reform 
would only succeed if they rejected large industry or great 
development projects in favor of labor intensive production. 
Heavy industry and infrastructure, he said, "take two great 
things, a great deal of energy and a great deal of money, 
neither of which are abundant in China." 

The two opposite approaches to reform in China thus 
became identified with the Japanese method on the one hand 
and the Anglo-American free trade policies on the other. It 
is ironic that the Japanese economy had developed through 
the conscious application of the policies once known as the 
American System of Political Economy, as developed by 
Alexander Hamilton and his followers, while the policies 
pursued today by the U. S. are exactly the opposite: the colo­
nial policies of "free trade" associated with Adam Smith and 
British imperialism, against which the United States fought 
a successful revolution! 

Hu Yaobang is removed 
To a great extent, Hu Yaobang was identified in the minds 

of the Chinese, more so than Deng Xiaoping, as the person 
who overturned the policies of the Cultural Revolution. It 
was therefore not a simple matter to purge him, since neither 
the majority of party leaders nor the population would toler­
ate any return to those dark days. His removal from the top 
leadership was accomplished only by slowly destroying his 
base of support, then moving unconstitutionally (there is a 
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Constitution in China which is maintained for display pur­
poses) to remove him from office. Although he was officially 
next in line to Deng, and supposedly enjoyed Deng's official 
support, the more traditional Marxist$, led by Chen Yun, had 
obtained Deng's agreement at each. step as they removed 
each of Hu's supporters, then dumped Hu himself. Between 
1983 and 1987, leaders within the CQmmunist Party Acade­
my, the Ministry of Culture, and the newspaper People's 
Daily, all supporters of Hu, were for~ed out of office. 

It is important to note here Hu Ya<l>bang' s role in bringing 
the world's highest level of culture into China after the holo­
caust of the Cultural Revolution. The Ministry of Culture, 
under Hu's influence and often with Hu's personal involve­
ment, invited the world's greatest c~assical music artists to 
tour and teach in China. Throngs of eager Chinese filled the 
halls, even for rehearsals, as the freedom to participate in 
the creation of beauty was restored. It is exemplary of his 
character that when Prime Minister Nakasone visited China, 
Hu invited him to his home, where his daughter played Mo­
zart on the piano for their Japanese guest. 

When the first major student demonstrations since 1979 
broke out in 1986 and 1987, the crisis was used to call a 
meeting ofthe elder statesmen, who demanded Hu's resigna­
tion. This directly contradicted the methods prescribed in the 
Constitution for removing officials from office. In fact, Hu 
was partially responsible for the demonstrations, in the sense 
that he believed that public demonstrations were essential 
as a means of preventing the reemergence of Maoist style 
tyranny. 

Zhao Ziyang, his supposed "fellow reformer," encour­
aged the purge, complaining that Hu was interfering with his 
push for shock therapy economic policies! 

Hu remained a Politburo member, but was essentially 
powerless. When he died suddenly in the spring of 1989, his 
death intersected a mounting rage. in the population over 
the intensifying repression and the collapsing economy. The 
students remembered Hu as the only leader who believed that 
individual freedom was essential for development, just as 
Wei Jingsheng had demanded democracy as the Fifth Mod­
ernization. Students and intellectuals had at that time 
launched a new effort to have Wei J~ngsheng released, after 
10 years of torture in Chinese prisons. Thus Hu's funeral 
served as a catalyst for the heroic mass demonstrations in 
Tiananmen Square which have irreversibly changed history. 

It is well known that when the demonstrations were 
crushed on June 4, Zhao Ziyang was generally held responsi­
ble for the "counter-revolution," and removed from office. 
It is true that Zhao refused to support the original declaration 
of martial law preceding the crackdown (which had labeled 
the students as counter-revolutionary), much to his credit. 
This is considered by the regime to be Zhao's "crime," al­
though he has not been officially charged, because his eco­
nomic policies and his connections in the West are still sup­
ported by the regime. In fact, these economic policies and 
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Zhao Ziyang (right) speaking with Hua Guofeng in 1980, shortly 
after the 1976-79 "Beijing Spring" ended. 

connections in the West constitute his real crimes. Were 
Zhao's policies to dominate a post-Deng regime, or after a 
Soviet-style collapse of the Chinese Communist Party, the 
result would be a disaster, of the sort which has begun to 
unfold in Poland and threatens civil war and chaos in the 
former Soviet Union , under the Anglo-American "shock 
therapy" and free trade policies . 

This is further demonstrated by Zhao ' s embrace of the 
most extreme of the "shock therapy" gurus during the period 
between Hu Yaobang's fall in 1987 and the Tiananmen 
events in 1989. 

Zhao's 'New Authoritarianism' 
Zhao began to advocate a policy he termed the "New 

Authoritarianism," which argued that in the process of trans­
forming an undeveloped country into a modern one, it would 
be necessary to forgo democratic freedoms and rights in order 
to provide the government with adequate authority to push 
through the often painful reforms . To justify this blatant 
defense of dictatorship he referred to the eminent U . S. source 
ofthe proposal: the Trilateral Commission's Samuel P. Hun­
tington. Huntington had authored a book, entitled Political 
Order in Changing Societies . Zhao lifted the idea of a "New 
Authoritarianism" from the book, with a view to implement­
ing "marketization under dictatorial auspices," in the words 
of one historian . 

Huntington not only defended dictatorship in the Third 
World as a means of enforcing debt collection, but was infa­
mous as the sponsor of the proposal for a suspension of the 
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Constitution in the United St tes , in favor of a form of fas­
cism. In the Trilateral Commission's 1974 The Crisis oj De­
mocracy, Huntington wrote that the United States had al­
lowed a decline in governJnental authority due to the 
"separation of powers" doctnne of the U. S. Constitution, 
which "provides a variety of p~ints of access to governmental 
decision-making for economi interest groups," such as busi­
ness, farm, and labor organizations. This had to be elimi­
nated, Huntington wrote. Bebause an economic crisis was 
emerging in the West, he argubd, the "excess of democracy" 
meant that "the government , ill not possess the authority to 
command the resources and toe sacrifices necessary to meet 
that threat. " His proposal was labeled "fascism with a demo­
cratic face" by Lyndon LaRo che. 

Zhao had Huntington 's b I oks translated and circulated 
widely, and the "New Authoritarianism" became a subject 
for general discussion. Hu Yaobang's close collaborator 
Ruan Ming, who had been one :Ofthe first purged for precisely 
his opposition to such polici s, confronted Huntington on 
this issue years later at Harvard . Huntington weakly claimed 
he hadn 't intended it to apply to China! 

Milton Friedman's totalitarianism 
The other leading advocates of "free trade" were no less 

open in their support for the cdntinued strongarm methods of 
the Communist Party under Deng Xiaoping and Zhao Zi­
yang. Milton Friedman repeaiedly visited China from 1981 
through 1989, receiving vario~s honors and broad circulation 
of his books in Chinese. His p~eference for the colonial days­
of-old was apparent in his adulation of the British colony of 
Hong Kong as the perfect model of free enterprise, with no 
government intervention on the free flow of drug money, and 
no bothersome constitutional rights of the citizenry to worry 
about. In his meetings, includ ng a well-publicized two-hour 
interview with Zhao in Septelnber 1988, "Chinese Milton" 
(as he was dubbed by his frie ds at William Buckley's Na­
tional Review) proposed the idf a of recreating the Hong Kong 
experience all over China. THis in fact became Deng Xiao­
ping's slogan in expanding thejSpecial Zones along the coast: 
"Build many Hong Kongs ." 

After the 1988 meeting w· th Zhao Ziyang, Friedman re­
ported: "We have a good imp,ression of this person and his 
wisdom. He has profound kn ledge of economic problems 
and is determined to enlarge the scope of the market. He is 
willing to experiment and learn, and listen humbly to the 
suggestions and opinions of other people. At the same time, 
he has, if possible, to sajeguaJd the supreme authority oj the 
Communist Party. Wonderfu skill is needed jor him to do 
so" (emphasis added) . 

Zhao arranged for some 0 the young economists in the 
think tanks associated with him to travel to Chile, another of 
Milton Friedman's favorite "frbe economies." Chile's econo­
my was set up by Friedman arid his associates from the Uni­
versity of Chicago follow in the imposition of a military 
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dictatorship in 1973. As in Hong Kong and Beijing, Fried­
man's form of "freedom" works best under a dictatorship or 
overt colonialism! 

George Soros and Zhao Ziyang 
Another primary sponsor of Zhao's policies was George 

Soros, a Hungarian-born billionaire who made his money as 
a Wall Street speculator. Soros has been a primary promoter 
and financier of the Jeffrey Sachs "shock therapy" in eastern 
Europe, with branches of his Soros Foundation in Hungary, 
Ukraine, Romania, and Russia. He has promoted various 
schemes to open up these nations to unrestrained looting by 
western speculators, while opposing the reconstruction of 
industrial infrastructure. These schemes include a proposal 
for a western-sponsored Soviet central bank which would 
issue a new convertible ruble, allowing the old ruble to "in­
flate away," and an "International Management Institute" in 
Kiev, set up in collaboration with an executive board member 
of the genocidal Club of Rome. 

Soros is an ardent advocate of the Alvin Toffier style of 
"post-industrial" economics, "chaos theory," and other New 
Age quackery. He describes hydroelectric dams and steel 
mills built under Stalin as "pyramids built by a modern 
pharaoh." 

This same George Soros financed the "Fund for the Re­
form and Opening in China" with the sponsorship of Zhao 
Ziyang. In fact, Soros considers a primary cause of the diffi­
culties in Russia to be the lack of "an accomplished econo­
mist" like Zhao Ziyang, with his think tank of "brilliant 
young intellects at his disposal. " 

The Fund for Reform and Opening in China helped "edu­
cate" some of the young economists around Zhao in radical 
free trade shock therapy. When Zhao was purged during the 
Tiananmen Square demonstrations in 1989, the fund was also 
shut down, amidst accusations of CIA connections. Soros is 
now trying to redeem his good name with Deng Xiaoping, 
according to his office in New York. 

Kissinger, again 
Kissinger's admiration for dictatorship in China was not 

limited to the policy of keeping the population backward in 
order to hold labor costs close to zero. Perhaps even more 
important is his belief that the nations of the Third World 
should follow the model of China's brutal population control 
policies, including emphatically the use of coercion and force 
to deal with uncooperative families who resist the "one child 
only" policy. 

This was made explicit in the "First Annual Report on 
U.S. International Population Policy," prepared by the Na­
tional Security Council under Henry Kissinger in May 1976, 
which argued that population growth in non-white nations of 
the world constituted a national security threat to the United 
States. The report describes an "ideal program," which, with­
out acknowledging it, is a virtual text book copy of the Chi-
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nese coercive birth control program under Mao, and contin­
ued under Deng. 

One of the books popularized during the 1970s and '80s 
in order to support this policy was the fraudulent Limits to 
Growth, published by the malthusian Club of Rome. The 
book used blatantly false statistics and incompetent computer 
models to "prove" that the emerging, global depression was 
not due to bad economic and financial policies, but was due 
entirely to population growth and to industrial progress itself. 
As many as a million copies of this' book in Chinese were 
circulated, advocating the intentional forced contraction in 
food production, industrial development, and population 
growth. 

Such filth provided "theoretical" justification for the Chi­
nese one-child policy, which has become even more coercive 
under Deng Xiaoping' s years in power. Zhao Ziyang, among 
others, went beyond the demand for forced population con­
trol, advocating Nazi-style eugenics to "improve the quality 
of the population." This has led to the mass sterilization of 
those considered not genetically pure. 

Some of Hu Yaobang's collaborators rightly viewed the 
Club of Rome as the enemy of civilization. For himself, Hu 
argued that the size of the population would not be a problem 
if the 'educational level of the entire nation were raised dra­
matically. 

Eurasian development? 
The discredited leaders of the bankrupt American and 

British economies are desperately attempting to control the 
process of transformation taking place in the liberated ex­
communist nations of Eurasia. Their purpose is to prevent an 
economic alliance of Eurasian nations based on the scientific 
and cultural policies developed during the Christian Renais­
sance in the fifteenth and sixteenth centuries, which they 
know would threaten their continued domination over the 
emerging new world order. Their m¢thod is free trade shock 
therapy, threats, and war. Its practitioners, upon inspection, 
are the same individuals who supp0rted Deng Xiaoping in 
crushing the impulse of freedom in China again and again. 

Today the Zhao Ziyang program for "marketization under 
dictatorial policies," as developed by Kissinger and his asso­
ciates, is being carried out without Zhao himself in com­
mand, although he is still in the wings. Li Peng, who carried 
out Deng's order to fire on the students at Tiananmen, and 
who has been portrayed as the 0ppolllent of Zhao's economic 
reform policies, is now proudly promoting them! Rumors of 
Zhao's "rehabilitation" are increasingly more frequent. 

The economic and cultural consequences of these policies 
threaten a new holocaust on the Chinese people. Those who 
are committed to the true liberation'of China would do well 
to support the effort to win the battle for freedom in Europe 
against the practitioners of the shock therapy, and create 
the conditions for uniting East and West in an era of true 
development. 
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Wei Jingsheng 
was right 
by Linda de Hoyos 

In February 1989, the Chinese democracy movement was 
relaunched with the circulation of a petition among China's 
elites for the release of China's foremost political prisoner, 
Wei Jingsheng. A leader of the Democracy Wall movement 
of 1976-78, Wei Jingsheng had been imprisoned in 1979 
by the refonn Deng Xiaoping regime. His three-part big 
character poster, "The Fifth Modernization," still stands to­
day as the most serious challenge to the Deng regime and the 
Communist Party. 

On March 28, 1989, the Beijing Daily answered the peti­
tion for Wei's release with an exercise in Kafkaesque logic 
that only proved Wei's charges against the Deng regime. The 
daily editorialized: 

"Question: Does sentencing Wei Jingsheng mean punish­
ing an 'ideological criminal'? 

"Answer: No. The so-called 'ideological criminal' means 
punishing the people's criminal ideas in ideology as if they 
were criminal acts. Such is the method of feudalism and 
fascism. Ours is a socialist country. The law of our country 
punishes acts, not ideas. 

"The demarcation line between ideas and acts lies in 
whether the ideas are spread. Wei Jingsheng printed more 
than 5,000 copies of the reactionary articles he had written 
and posted, sold and circulated them in Beijing. This far 
exceeded the scope of ideological understanding and person­
al belief." 

Wei has remained in jail for the past 13 years, during 
most of which time he has been physically and mentally 
tortured. Although colleagues say he has "lost his mind" 
under this torture, he has not capitulated nor "confessed." 
His treatment at the hands of the Deng Xiaoping "refonn" 
regime is notice of the continued threat of his ideas to the 
iron rule of the Communist Party. If China is to escape catas­
trophe, Wei Jingsheng's ideas must become the polestar for 
today's democracy movement. Those ideas reflect not the 
British liberalism of the May 4th Movement of 1924, nor the 
philistine pragmatism of Deng Xiaoping, but radiate the ideas 
of Confucius and the principles of Sun Yat-sen. 

Wei Jingsheng's most famous manifesto was his "Fifth 
Modernization" wall poster, which categorically stated that 
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Deng's campaign call for the "Four Modernizations" was 
impossible to realize without a fifth modernization--democ­
racy. The Beijing Daily's reaction to the petition for Wei's 
release makes the point clear: How can a society be truly 
modernized, its economy developed, ifthe individuals in that 
society are not pennitted to think? 

For 30 years under Mao Zedong, Wei stated in 1979, the 
Chinese people were like "monkeys reaching out for the 
Moon and feeling only emptiness. " Now, in their exhaustion, 
"when Vice Chainnan Deng put forward the slogan 'Be prac­
tical,' people's enthusiasm was like surging waves. Time 
and again he was helped by the people to come to power. 
The people expected him to review the past and lead them to 
a realistic future with a 'seeking truth from facts' approach." 
However, Wei argued, there had been no review ofthe past, 
and the democracy movement of 1976 had been mowed down 
in the streets. 

But, Wei asserted, "freedom and happiness are our sole 
objectives in accomplishing modernization. Without this 
fifth modernization all others are merely another promise." 

Democracy, he states, is the "condition for the existence 
of productive forces and the relations of production .... We 
can see [from history] that democracy has always brought 
along with it the most favorable conditions and the greatest 
speed for social development. On this point, American histo­
ry has supplied the most forceful evidence." And later, Wei 
states: "From the standpoint of modem history, we can see 
that the economies of all well-run democracies have devel­
oped fast and with increasing momentum until a very high 
level has been reached. The United States and Japan are 
good examples. Japan has been able to develop its economy 
despite a shortage of national resources." 

In the second section of the Fifth Modernization, Wei 
explores the difference between totalitarianism and democra­
cy. "Despite differences in voeabulary, autocratic rulers of 
all ages have invariably taught the people that since men are 
social beings, social interest should predominate; that since 
social interests are common to all people, a centralized man­
agement, or administration, is necessary; that since rule by 
a minority or even by a single person is more centralized, 
autocracy is the most ideal form; that, for this reason, 'peo­
pie's democratic dictatorship' means the autocracy of a Great 
Helmsman [Mao]; and that for the same reason, the Great 
Helmsman is a savior without peers in 'centuries of human 
history and thousands of years of Chinese history.' " 

However, states Wei, "society is composed of individu­
als .... People's sociality depends on individuality just as 
human societies necessarily depend on the existence of indi­
viduals .... 

"Totalitarianism regards suppression of individuality as 
its basic condition of survival; essentially, this is a fonn of 
enslavement. Democracy regards hannony with individuali­
ty as its basic condition of existence; essentially, this is a 
fonn of cooperation." 
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What are human rights? 
In a second article, entitled "Human Rights, Equality, 

and Democracy," Wei Jingsheng defined the concept ofhu­
man rights, which he sees as the foundation of democracy. 
"Human rights," he says, "is an ancient concept. It was re­
vived during the European Renaissance, when, under the 
influence of humanist thinking, human rights was given more 
thought as a social issue." 

From this standpoint, Wei Jingsheng rejects the egalitari­
anism of the Jacobins of the French Revolution or the Maoists 
of the Chinese Revolution, and instead places himself in the 
tradition of Confucius, Plato, and Sun Yat-sen. Echoing the 
Three Principles of Sun Yat-sen-right to nation, right to 
democracy, and right to the people's livelihood-Wei states 
that "from the moment one is born, one has the right to live 
and the right to fight for a better life. These rights are not 
bestowed, but rather, are inherent." These rights therefore 
define the individual as sovereign; these rights are inalien­
able, as the Declaration of Independence declares them to 
be. 

"Once one loses these human rights," Wei states in his 
Fifth Modernization, "he loses his rights as a human being, 
and what is left to him is nothing but enslavement." These 
inalienable rights, Wei further states in his essay on "Equali­
ty," do not permit everyone to act exactly as they wish to 
satisfy their desires, as "freedom" is defined by British liber­
alism. Wei rightly points out that "this would deny freedom 
for the majority with the inevitable result that a minority 
would be satisfying their desires at the expense of the ma­
jority." 

Based on the conception of "inherent" or "inalienable" 
rights, Wei elaborates that "equality" in this context "points 
to the similarity of opportunity and allows the same possibilit­
ies to be used for different purposes." Wei decries the Maoist 
"leveling" process, which destroyed China's intelligentsia, 
obliterated the idea of beauty in Maoist culture, and de­
stroyed the family: "The absolute average, absolute sameness 
of achievement, is an unobtainable illusion. The equality of 
rights, or the similarity of opportunity, on the other hand, 
can and must be completely attained. Thus, it is realistic 
to struggle for equal rights .... To struggle to achieve an 
intellectual averaging is value-destroying, has no signifi­
cance, and is to be eschewed." 

The indictment of totalitarianism 
In the Fifth Modernization, Wei exposes the symbiosis 

between Marxist socialism and national socialism (fascism) 
and totalitarianism: "All forms oftotalitarianism use a perfect 
ideal for the future as a compensation to the victims for their 
misery under tyranny. This compensation is used as an opiate 
to satisfy people's yearning for good living. Like the 'cake 
in the picture' [Wei is referring to the idea that Maoism is 
like feeding a hungry man by painting a picture of a cake], 
it spiritually pacifies people, but actually deprives them of 
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their rights to enjoy good living. Acceptance and practice of 
this type of utopianism are heavily cQunted on by totalitarian­
ism as a support. " 

Marx, states Wei, made the "scientific achievement" of 
wedding socialism to utopianism and made socialist totalitar­
ianism inevitable. The twisted logic of such utopianism, Wei 
states, is as follows: "Because democracy can only be bene­
ficial to a small number of people, dictatorship is 
necessary; . . . because you are not accustomed to mastering 
your own destiny, entrust it to dictatorship; because only 
limited satisfaction could be derivedlfrom democracy no mat­
ter how hard you work for it, better dedicate all your energy 
to the 'struggle for a beautiful futute.' This 'most beautiful 
future,' as we well know, is autocratic tyranny." 

Such tyranny-despite its own rpetoric-Wei points out, 
"invariably uses feudalist social philosophy to encourge blind 
faith in a small group regarded as saviors and leaders." 

In addition, "autocrats have to use conspiracy and vio­
lence in their struggle for power ..•. In socialist countries, 
every change of personnel at the top has been accompanied 
by an earthquake, bringing tremendous losses to national 
production and the people's livelihood .... This is one of 
the important reasons why socialist accumulation of capital, 
though greater than that in democratic countries, fails to 
sustain the development of production"-as the collapse of 
communism in the former Soviet Union and eastern Europe 
attests today. 

Lastly, in The Fifth Modernization, Wei Jingsheng at­
tacks the legalist theories of Qin Shi Huang, the book-burn­
ing despot of the third century B.C. whom Mao took as his 
model for rule. In the legalist theory, the rule of law is the 
rule of tyrannical decree. 

In contrast, however, he notes that the" 'benevolent gov­
ernment' of Confucius was never put into practice either. 
Why? Because Confucius and his disciples counted on auto­
cratic governments to realize equal rights. As a result, his 
disciples became either the accomplices of tyrants or they 
naively advocated struggling against tyrants (often them­
selves winding up as the victims oil their own fantasies). We 
must reject the dregs of Confucianism, that is, the fantasy 
that tyrants can ever be persuaded to practice benevolent 
government. But the essence of Confucianism, which we do 
want to keep, is the concept that people are born with equal 
rights .... 

"A 'benevolent government' is only a means to an end, 
and that end is the realization ofhullllan rights. We know now 
that this objective can be achieved by the rule of law, and we 
can even say it can be achieved only by democracy." 

Thus, Wei Jingsheng issued his indictment of Deng 
Xiaoping. As the decrepit Deng boosts his "market reform 
economy," millions of Chinese ate migrating from city to 
city, homeless and jobless and China teeters on the brink of 
total breakdown crisis. Although Wei Jingsheng remains in 
prison, his ideas have been proven right. 

Feature 33 



~TImInternational 

U.N. Security Council 
proclaims world empire 
by Joseph Brewda 

"A turning point in the world" is how British Prime Minister 
John Major enthusiastically described the unprecedented 
United Nations Security Council heads-of-state summit on 
Jan. 31. With the Cold War declared over, and with collabo­
ration among the five permanent members of the Security 
Council at an unsurpassed height, the British had called the 
summit to upgrade the council into an efficient mechanism 
to impose a five-power dictatorship on the world. We're 
living in "extraordinary times," Major told the meeting, 
which also included U.S. President George Bush, Russian 
President Boris Yeltsin, French President Fran~ois Mitter­
rand, and Chinese Prime Minister Li Pengo 

Not surprisingly, a British-authored declaration was 
unanimously adopted by the five heads of state, as well as the 
representatives of the 10 rotating Security Council member 
states, who were allowed to be present. The declaration elim­
inates the idea of national sovereignty under the pretext of 
ensuring "collective security," which is now defined as no 
longer limited to merely military matters, but also includes 
ecological, economic, scientific, human rights, ethnic, and 
even legal issues. Under the new definition, a violation of 
human rights or the ecology anywhere is a threat to all, and 
consequently one potentially requiring intervention. 

"It's an exciting opportunity for our United Nations, and 
we must not allow it to slip away," Bush said to the Security 
Council in endorsement of the British plan. "The will of 
the majority must never degenerate into the whim of the 
majority," he said, "this fundamental principle transcends all 
borders." Shortly after his address, Bush met with Chinese 
Prime Minister Li Peng, the butcher of Tiananmen Square, 
who used his visit to N ew York to meet various U. S. banking 
and corporate concerns anxious to invest in what are euphe-
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mistically called "Special Economic Zones." 
French President Mitterrand, fresh from a trip to Oman to 

sell French arms, stressed that the Security Council's military 
powers had to be vastly increased to enforce the new plan. To 
this end, he called for the creatiQn of aU. N . rapid deployment 
force of 1,000 troops, capable of deployment anywhere in 
the world within 24 hours, a proposal which was endorsed 
by Russian President Yeltsin. According to U.S. press ac­
counts, a plan to form a 500,OOO-man U.N. army reserve is 
also under discussion among the powers. 

'Preventive diplomacy' 
The Security Council declaration, which the Anglo­

American powers hope will be a basis for furthering their new 
world order, asserts that no longer will respect for national 
sovereignty and intemationallaw be barriers to the collective 
imperial will. 

Proclaiming the Cold War dead, the declaration states 
that it is now possible and necessary for the U.N. to "playa 
more central role" in the world than it has previously done. 
Playing such a role had been the original intent of the U.N. 's 
founders, noted former Egyptian Deputy Prime Minister 
Boutros Boutros Ghali, the new U.N. secretary general, in 
commenting on the declaration. "It is a return to its origins," 
he declared. The U.N. was founded by Josef Stalin, Winston 
Churchill, and Franklin Roosevelt. 

In order to play this role, the declaration calls for 
"strengthening" the U.N. by granting it, for the first time, 
the "capacity for preventive diplomacy," possibly through 
deploying the rapid deployment force or reserve army now 
under consideration. It orders the secretary general to deter­
mine, by July 1, ways to upgrade the U.N.'s capacity for 
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identifying "potential crises and areas of instability" in order 
to use these new "preventive" powers effectively. 

Intervention on non-military pretexts 
The statement makes absolutely clear that these crises do 

not have to be military ones to qualify for U.N. military and 
other intervention. "The absence of war and military conflicts 
amongst states does not in itself ensure international peace 
and security," it reads. "The non-military sources of instabili­
ty in the economic, social, humanitarian, and ecological 
fields have become threats to peace and security. The United 
Nations membership as a whole needs to give the highest 
priority to the solution of these matters." 

Russian President Yeltsin, the communist turned demo­
crat, emphasized Moscow's endorsement of this doctrine in 
his first speech to the body. "Our topmost priority is to ensure 
human rights and freedoms in their entirety," he said, even 
if that involves using military force. Such issues, he said, 
"are not the internal matter of states but rather their obligation 
under the U.N. charter, the international covenants and con­
ventions." For his part, Chinese Prime Minister Li Peng 
cautioned that such formulations should not "use human 
rights as an excuse," although it is doubtful that any of the 
other Security Council members contemplate war against 
China. 

Beginning with its genocidal war against Iraq last year, 
the Security Council has concentrated on setting a series of 
precedents, pretexts for overriding national sovereignty. So, 
for example, the Security Council authorized the occupation 
of northern Iraq under the pretext of protecting the Kurds, 
despite the fact that even the French authors of the U.N. 
resolution authorizing the deployment admitted that this "hu­
manitarian" intervention into the internal affairs of a state had 
no basis in international law. In his remarks to the Security 
Council, Major reported that this intervention must be con­
sidered a precedent for future actions. "There will be other 
such crises [as with the Kurds]. People everywhere expect 
the U.N. to react, to save lives," he said. 

In early January, in another precedent for the British 
declaration, the Security Council passed a resolution threat­
ening to bomb Libya if it did not hand over two alleged 
terrorists to the United States and Britain, despite the fact 
that there is no current extradition treaty between the nations, 
and the demand is otherwise contrary to normal legal prac­
tice. Commenting on this precedent, U.S. Amb. Thomas 
Pickering said it "makes clear that neither Libya nor any 
other state can seek to hide support for international terrorism 
behind traditional principles of international law and state 
practice. " 

Development also banned 
One of the major points of emphasis in the declaration 

is the denial of advanced technologies, including weapons 
technologies, to countries which are not members of the 
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Security Council. "The proliferation of all weapons of mass 
destruction constitutes a threat to international peace and 
security," the declaration claims. Theimembers of the Securi­
ty Council commit themselves to preventing the spread of 
technology related to the research for, or production of, such 
weapons, and to taking appropriate action to that end. 

Under the rubric of "dual-use tedhnology," the Security 
Council deems such technologies as being any that could 
potentially be used to make weapons, even if that is not their 
intent. For example, high-speed computers and centrifuges 
are currently banned from Iraq out of such professed con­
cerns, as is technology to manufacture insecticides, since the 
U.N. claims that such technology might be used to make 
poison gas. 

On nuclear proliferation, the declaration notes the impor­
tance of the the Nuclear Non-Proliferation Treaty, and em­
phasizes the role of that treaty in the implementation of fully 
effective International Atomic Energy Association (IAEA) 
safeguards. The members of the Security Council will take 
the appropriate measures in the case of any violations, the 
declaration declares. 

The IAEA, ironically, had been established in the 1950s 
to promote the use of nuclear energy for peaceful purposes. 
Now, there is intense discussion among the Security Council 
to change the charter of that U.N.~linked body to give it 
policing powers over the spread of nuclear energy, whether 
for civilian or military use. In an earlier Security Council 
resolution, Iraq has been ordered to end all nuclear research, 
and even the instruction of nuclear physics in its universities, 
in order to prevent such proliferation. Now the Security 
Council is intent on making that resolution a precedent for 
general application. 

That such resolutions are imperially motivated was made 
clear by a speech given by German Foreign Minister Hans­
Dietrich Genscher earlier in January in Washington. There, 
Genscher warned of the "threat" of "wandering technological 
mercenaries." Alluding to the so-called "Islamic bomb," 
Genscher wamed that unemployed Russian nuclear scientists 
might find employment in "rich countries outside of Europe." 
Genscher called on the Security Council (of which Germany is 
not a member) to prepare a "bundle of sanctions" that would 
"isolate" any state seeking to build such weapons, whether a 
signatory to the Nuclear Non-Proliferation Treaty or not. 

In order to make clear that any state violating these stric­
tures will be annihilated, the declaration also gives approval 
to the Gulf war and the continuing genocidal destruction of 
Iraq: "The resolutions adopted by the Security Council [in 
regard to Iraq] remain essential to the restoration of peace 
and stability in the region and must be fully implemented." 
In his address to the Security Council, Bush made a point 
of condemning Iraq and Libya as "renegade regimes." He 
demanded that Libya promptly comply with an earlier resolu­
tion ordering it to hand over two alleged terrorists, or other­
wise presumably face the Iraq treatment. 
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Venezuelan rebels overthrow Bush 
agenda for new world order 
by Valerie Rush 

The death knell of the "new world order" sounded across 
lbero-America on Feb. 4, when rebel Venezuelan troops led 
by elite commando units attempted to overthrow the govern­
ment of President Carlos Andres Perez, the International 
Monetary Fund's model "democracy." When the bloody but 
short-lived insurrection ended 12 hours later, it was clear not 
only that the rebels had held the widespread sympathies of 
Venezuelans, but that Perez's "democratic" colleagues 
throughout the hemisphere had just been put on notice. Per­
ez's government may have won an extended lease on life, 
but George Bush's agenda for the continent is overthrown. 

Indeed, lbero-America's free market adherents, and their 
international banking sponsors, cannot fail to see the hand­
writing on the wall. The brutal austerity policies dictated by 
the creditor banks and slavishly adhered to by Perez are 
publicly claimed by the rebels as the root cause of their 
insurrection (see Documentation). That fact, reports Reuters, 
has "set alarm bells ringing in many countries. " One western 
diplomat is quoted: Brazilian President Collor "must be wor­
ried about the dislike shown in Venezuela for the same poli­
cies he is following, especially since Caracas has a better 
record of democracy than Brazil." El Tiempo of Colombia 
editorialized, "The same could occur here, today." 

The Baltimore Sun's coverage of the coup is explicit: 
"Behind Latin America's democratic facades are millions of 
dispossessed, impoverished citizens who have received no 
benefit from the economic programs touted by the Bush ad­
ministration, the World Bank, and the International Mone­
tary Fund. The Venezuelan situation could be duplicated at 
any moment from Argentina and Peru, to Guatemala and 
Nicaragua." A Jornal do Brasil commentary of Jan. 6 calls 
Venezuela "a warning for the banks and International Mone­
tary Fund. . . . The same warning holds for Latin America 
and Eastern Europe [and] for the rich countries: Adjustment 
programs which only take into account macroeconomic sta­
tistics, ignoring the reality ... of desperation, create fertile 
soil for popular revolts and nationalist caudillo adventures. " 

'We will be back' 
"Unfortunately, for now, we did not achieve our objec­

tives. We did not capture power in Caracas .... But it is 
time to avoid more bloodshed, and to reflect. There will be 
other occasions," promised Army Lt. Col. Hugo Chavez, the 
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most visible leader of the Bolivarian Military Movement 
which led the coup attempt, in a televised appeal to his sup­
porters to lay down their arms. ' 

That there will indeed be other occasions is suggested by 
commentaries from many Venezuelans, who insist that the 
coup "was not against democracy, but against Perez." The 
Washington Post, in a Feb. 6,article reviewing the "wide 
backing" for the coup attempt, quotes a Venezuelan worker 
"summing up what appeared tOtbe the general mood: 'Every 
day we have less to eat, worse schools, worse hospitals. 
Of course we want a change., We do not want Perez.' " 
Venezuelan students are reportedly defying the govern­
ment's suspension of constitutional reports to distribute the 
rebels' program on the streets of Caracas. Even Defense 
Minister Fernando Ochoa Anticp, who has fully backed Pres­
ident Perez against the rebels, described the fallen soldiers 
on both sides of the coup attempt as "heroes." 

One striking acknowledgement of the depth of popular 
support for the attempted coup came from former Venezuelan 
President Rafael Caldera, who in a speech to Congress imme­
diately following the coup attempt, warned Bush and his new 
order cohorts that what has just happened in Venezuela could 
happen tomorrow in any other country. "Democracy cannot 
exist if the people don't eat,"! warned Caldera, who went 
on to attack the debt-collection policies which have created 
conditions "which even frighten the International Monetary 
Fund and multilateral credit institutions." Caldera urged 
President Perez to "immediately make the profound changes 
the country is demanding [sinc¢] ... it would be ingenuous 
to treat this as merely the adventure of a few rebels. " 

Yet Perez says his policies will stand. Asked the day after 
the coup attempt if he would modify them, he responded, 
"The government is always reviewing its policies, but we 
have to be proud that we have been successful with these 
policies in all areas." Perez has even sent a finance ministry 
official to meet with the New York banks and demand that 
Venezuela's credit rating be protected, and even raised, be­
cause of his proven commitment to free market policies. 

Among Perez's stoutest endorsers immediately following 
the coup threat were Bush and Ridel Castro, the same combi­
nation which has been fighting to reinstate Haiti's bloody 
dictator Jean-Bertrand Aristide, who has, ironically, been 
enjoying a golden exile in Caracas, under Perez's protection. 
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Documentation 

Summary of the rebels' program 
• Recover sovereignty: The insurgent officers reject ne­

gotiations with Colombia to delimit the territorial waters of 
the Gulf of Venezuela, which they consider totally Venezue­
lan. They demand greater firmness against the invasions of 
their country's southern border by Brazilian gold miners. 
They neither agree with nor accept the giveaway of important 
state companies, like the telephone company, to private inter­
national consortiums. 

• Revise economic policy: The neo-liberal policies of 
the Perez government will be changed, especially the provi­
sion of resources to pay the foreign debt to foreign banks, 
and those measures judged prejudicial to agriculture and to 
small and medium-size industries. 

• Emergency program against hunger and misery: The 
rebels would enact a series of decrees to "expedite the cre­
ation of thousands of jobs and to massively increase food 
production," given that statistics indicate that 80% of Vene­
zuelans live in poverty, and more than half in a critical situ­
ation. 

• Corruption trials: The rebels intend to carry out spec­
tacular trials of suspects denounced for their involvement in 
corruption scandals over the past decade. 

• Convoke a Constituent Assembly: The rebels would 
convoke a constituent assembly to mobilize the common 
citizen to discuss the great national problems which require 
new answers. 

Democracy cannot exist if people don't eat 
Excerpts of a speech given by Venezuelan Senator andformer 
President Rafael Caldera, to the National Congress ofVene­
zuela on Feb. 5. 

I want to tell the President of the Republic that the responsi­
bility for immediately making the deep changes the country 
is demanding rest upon him. It is difficult to ask the people 
to sacrifice in democracy's defense when they are daily suf­
fering exorbitant increases in the cost of living, [and] when 
the government has proved incapable of putting an end to the 
terrible scourge of corruption that is consuming Venezuelan 
institutionality. 

This situation cannot be hidden. The military coup is to 
be repudiated and punished. But it would be ingenuous to 
think that we are dealing solely with an adventure of a few 
rebels who jumped into this thing on their own, without 
taking into account what they were getting involved in. 
There's more to this than meets the eye; there is a serious 
situation in the country, and if that situation is not faced, the 
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future holds many more serious concerns for us. . . . 
I do not agree with saying that the purpose of the military 

insurrection was to assassinate the ptesident of the RepUblic. 
What we are facing is a serious situation threatening Venezu­
ela. And I would like the heads of state of the rich countries 
which called President Perez to express their solidarity in 
defense of democracy to understand that democracy cannot 
exist if the people don't eat. As Pope John Paul II said, one 
is not obliged to pay the debt at the expense of the people's 
hunger. 

I want these gentlemen to understand that these Latin 
American democracies require a change in their handling of 
the foreign debt burden, so rashly contracted and, in many 
cases, improperly administered, and which is putting us in a 
situation which has even come to frighten the International 
Monetary Fund and the multilateral credit organizations. 

That is why I would like to send this message from the 
Congress, to President George Bush, to President Fran~ois 
Mitterrand, to [Spanish] Prime Minister Felipe Gonzalez, to 
the heads of state of the rich and developed world, so that 
they realize that what happened in Venezuela can happen to 
any of our countries. Because what happened in Venezuela 
has a reason, has a cause without which the worst adventurers 
would not even dare to try to rupture the constitutional order. 

That situation we must examine with purpose. When the 
events of Feb. 27 and 28 [Caracas riots in 1989] occurred, I 
warned in this hall that what was going to occur could be 
even more serious. I did not make a prediction, but it was 
clear that that packet of [austerity] measures which produced 
those serious events as the first explosion, was not going to 
stop there .... 

I said then . . . that Venezuela was something like a 
showcase of Latin American democracy. That showcase 
shattered in February 1989 .... Now it has been shattered 
by the rifles and other instruments of aggression wielded by 
the military rebels. 

It is necessary for us to say this and to undertake an 
examination of our consciences. We talk much of reflection, 
of analysis. But the real truth is that we are making very 
little progress, that we cannot say in good conscience that 
corruption has been halted, but that, on the contrary, we feel 
that it is spreading; we see with alarm that the cost of living 
is becoming increasingly difficult to meet for vast sectors of 
the population. That public services don't work and that the 
solution being sought, which we have criticized, is priva­
tizing them, handing them over to foreign hands, because we 
feel we are incapable of administering them. . . . 

I am not saying that the insurrection today was over this. 
But it served as a foundation, or at least as a pretext, for their 
actions. I conclude by calling again upon the President to 
fully confront this situation, which is serving as a motive, or 
at least as a pretext, for those who wish to rupture, dismantle, 
and destroy the constitutional, democratic system of which 
we are proud. 
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Interview: Vue Wu 

'The \\Tind that heralds 
the rains is rising' 
Yue Wu is the vice president of the Independent Union of 
Chinese Workers, which was created at Tiananmen Square. 
Jacques Cheminade, the president of the Schiller Institute in 
France, met with Mr. Yue Wu last month just after he had 
returned Jrom a clandestine trip to the interior of his country. 
Yue Wu considered that it was necessary to take such great 
risks in order to reorganize the struggle for democracy on 
the ground, distinguishing him from others who restrict their 
efforts to making speeches in Washington or Paris . Yue Wu 
is a supporter of the presidential campaign of Lyndon 
LaRouche in the United States, and supports his economic 
conceptions, as well as those of Sun Yat-sen. The interview 
has been translatedJrom French . 

EIR: We are very happy to greet you after your trip to main­
land China. What are the leading impressions you had? 
Vue Wu: I am very happy to meet with you, because you 
helped me to leave Vietnam under very difficult conditions, 
as I had just left China without valid identity papers . The 
Schiller Institute , and you, in particular, through your ef­
forts , have saved my life . 

In China the authorities are fearful. The collapse of the 
communist system, in the countries in the East and in the 
U.S.S .R ., was a great shock to them. The Chinese people, 
for their part, are up to date on the international situation, 
and remain better informed than one would think in the West . 
They know that communism cannot remain in power for long 
in China. 

EIR: How is the resistance organized? 
Vue Wu: Presently, it's not possible to say there is a unified 
resistance with "backbone," ready for battle. However, con­
tacts between students and intellectuals remain numerous and 
active . The workers are organizing strikes, often wildcats. 
The peasants are refusing to pay their taxes and deliver their 
harvest to the state stores, because they are underpaid . 

EIR: How are the workers putting up resistance? Are they 
striking, or using passive resistance, work "slowdowns"? 
Vue Wu: In China there are two forms of resistance. First, 
last year, there were 1,500 major strikes. Then, there was a 
very large number of wildcat strikes. Seeing this, the Chinese 
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authorities wanted to crack down more harshly, because they 
fear that a trade union moveme~t would spread throughout 
China, like Solidarnosc in Pol nd, causing the communist 
regime to fall. 

EIR: Was there coordination among the intellectuals, stu­
dents, workers, and peasants? I 
Vue Wu: The government wants to set up barriers between 
the workers and intellectuals. If!the intellectuals try to make 
contact with the workers' leadership they are immediately 
punished by the authorities. ThJ authorities know very well 
that, for them, the danger lies lin cooperation between the 
workers and intellectuals to form a vast popular movement. 
Also, they are cracking down . Cbnditions are therefore more 
difficult in China for the Oem cracy Movement than they 
were for Solidarnosc in Poland. I 
EIR: What is the situation in the Army? 
Vue Wu: After the fall of Ceau escu in Romania, a firm grip 
was imposed on the Army in China; it was intensely mobi-

I 
lized. The officers found themselves prohibited from visiting 
their own families! So, there wJs a great deal of resentment 
against the regime among numJrous officers and non-com­
missioned officers, much more ~t the officer level, where the 
quality of recruits is better and one finds among them more 
and more intellectuals. These officer-intellectuals kept cur­
rent with international politics, apd I am convinced that, when 
a popular movement breaks out in China, many of these offi­
cers will be helping the people dverthrow the regime. 

EIR: Are there cities where tL resistance is better orga­
nized-Beijing, Shanghai, Canton, for example? 
Vue Wu: The resistance movdment is very deeply rooted 
among the population in Beijinf' but people don't dare ex­
press their disaffection with th1 government for fear of re­
pression, especially after Tiananmen and what followed. In 
Canton as well, there is a large iesistance movement, due to 
the relative economic developdent, which caused an awak­
ening of people's consciousnes I. The defiance movement is 
equally strong in Tibet and Xinkiang, where it takes the form 
of a true national resistance mo lement agaiost the Great Han 
racism of the government. In Inner Mongolia, there is a need 
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for independence which is being expressed, all the stronger 
since Outer Mongolia acts as an example. 

EIR: And the youth, the new generation? 
Vue Wu: A part of the young people only thinks about 
finally leading a happy life, while another part agitates more 
or less overtly for the Democracy Movement, and the nation­
alliberation movement. Thus, the government, which is a 
government of elderly opportunists, fears the young people, 
and with them, it employs the policy of the carrot-authoriz­
ing some liberalization of morals in the cities-and the 
stick-striking down those who defy the regime. 

EIR: They say that the government strategy is to mix "savage 
liberalism" and "communist" dictatorship, and to set up a sort 
of "Pinochet model" with money from Taiwan. Is this true? 
Vue Wu: Completely. This is completely the case. The Chi­
nese situation resembles that in Chile during the Pinochet 
years. The Chinese government, like that of Pinochet, on 
one hand, wants to have the "free market," and on the other, 
maintain the dictatorship. In Chile, it was a fascist dictator­
ship, whereas here it's a communist dictatorship, but the way 
to look at these things is very similar. Our advantage is that, 
since China is such a large country, the scandal appears all 
the greater. 

EIR: Does the malthusian policy of forbidding families 
from having more than one child continue? 
Vue Wu: It continues, and it is imposed by force. The popu­
lation is terrorized; the regime imposes forced abortions, and 
sometimes, to "make an example," has the house of the "law­
breaker" demolished. In China, there are 3-4 million human 
beings who are fleeing this repression by wandering from 
one province to another. 

EIR: They say there is a trade in children, that children are 
bought and sold. Is this true? 
Vue Wu: Yes. For example, children are bought in Szechu­
an and resold in Hunan. Children can cost thousands of ren 
min pin. [The ren min pin is roughly equivalent to 20-25¢. 
Mr. Yue Wu is talking about a considerable sum for a Chi­
nese-ed.] 

EIR: They also say that there are workers who submit to 
virtual servitude, even near-slavery. 
Vue Wu: There are many workers who are not "normal 
workers"; they are forced to undertake extremely heavy la­
bor, extremely painful. They come from very poor regions; 
these are often mountain people who emigrate to other re­
gions in China. They work mostly in construction and in the 
coal mines. Among them, each year, there are more than 
a million deaths-yes, a million-because of the inhuman 
working conditions. There is no social security, no medical 
care. For example, in May 1990, in Shanxi, there were 300 
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deaths because of a gas explosion in the shaft of a coal mine. 
The working conditions were the same as those that existed 
in France in the mid-19th century. : 

EIR: What are the effects and the consequences of the great 
flooding from last year? 
Vue Wu: The flooding last year extended into 18 provinces; 
this was the most serious flooding in the last 40 years. Why 
were the effects so terrible? Because, for about 10 years, the 
construction and upkeep of dikes was systematically aban­
doned or neglected. The protection for fields and the popula­
tion was no longer ensured, whence the number of victims 
and the growing losses. 

For example, when I was a child, in my town there was 
a river, and one could cross this river in a boat. Since then, 
the river was diverted, and land was gained for cultivating. 
That was good, but nothing had been done to contain the 
water in case of very heavy rains. Hence, whenever there is 
a flood, the water no longer finds a way to run off, and spreads 
out all over. Nothing was planned to protect either people 
or lands. There had also been excessive cutting of forests, 
without limit, which has desiccated the land and stripped the 
countryside. However, when it rains, and even though the 
rains are rare occurrences, it always rains with extreme vio­
lence, and there is not, as there used to be, a system for the 
water runoff, nor the capacity for the soil to absorb it. 

EIR: What are the factional struggles at the center of power? 
Vue Wu: Within the central power, there are groups, antag­
onistic forces. On one part, there is a "conservative" group 
of hardline communists, and, on the other part, a group of 
advocates for moving faster toward the "free market" and the 
"market economy," of course, all the while protecting their 
power. There is also a division following the regional lines 
of these groups. This creates ten$ions in the party and is 
perhaps a factor which will accelerate considerably the col­
lapse of communism in China. 

EIR: Lyndon LaRouche said after Tiananmen that a river 
of blood separates the democrats from the totalitarians and 
all their accomplices in the West. Is this felt by the Chinese 
population today? 
Vue Wu: The Chinese government has always been against 
democracy, against liberties, and has caused the deaths of 
many innocent people since June 4. It fears that the people 
will settle accounts; it knows that one day, the people will 
settle accounts. 

When Honecker, the former dictator of the Democratic 
Republic of Germany, was turned out by the Soviet authori­
ties, the Chinese authorities were very frightened. They 
feared punishment, they feared they would no longer find a 
refuge if they lost power. 

EIR: The people then do see this "river of blood" between 
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In Memoriam: Ali Mazaheri 

We have just learned of the death of one of the century' s 
leading Orientalists , Prof. Ali Mazaheri, who taught at the 
Ecole Pratique des Hautes Etudes in Paris for several de­
cades, after having served as curator of Oriental Manu­
scripts in the Bibliotheque Nationale for many years. His 
depth of knowledge was almost unbelievable , particularly 
in the area of theology and ancient philosophy; to those of 
us who are more ignorant , he seemed a man of mystery and 
secrets, whereas in fact , no one was more outspoken in his 
views, nor more dedicated to open diplomacy . He read and 
worked in over a dozen ancient and modem tongues . 

A Persian, Professor Mazaheri was the incarnation 
of everything good in his country 's intellectual life; in 
particular, he did not share the western academic's pur­
ported distaste for political action. As opposed to Anglo­
Saxon historiographers , who disguise their propaganda 
aims under a thin vei l of "objectivity ," Ali Mazaheri al­
ways baldly stated that he wrote history to bring out its 
positive aspects and shape the future. In his work, which 
was rigorously scientific , he sought to show , not only to 
the outside world but al so to his countrymen, that the true , 
underlying nature of Persia was not that of an imperial 
backwater, but a nation of scientists, inventors, and 
statesmen. 

Professor Mazaheri was deeply depressed by the 
events in Teheran in 1979, and still more by what fol­
lowed, though he was not so naive as to be in the slightest 
surprised by the role England and the United States played 
in that disaster. But he never accepted that Persia's down­
fall would be permanent, and therefore became a strong 
supporter of Lyndon LaRouche . He shouted , after reading 
LaRouche's writings on epistemology for the first time, 
"1 have discovered Columbus's egg!" He said that he had 
virtually given up hope on the United States until he had 
picked up leaflets in the Paris streets on the crisis in Iran , 
distributed by LaRouche's associates . At that point , he 
said, he decided that perhaps the American Revolution 
had meant something after all, and he decided to go back 
and look up the writings of the Founding Fathers. 

the ruling power and them-
Vue Wu: Yes, absolutely. The people see this river of blood. 

EIR: Last question: If you had to refer, as your compatriots 
so often love to do, to classical Chinese literature or to a 
historical situation in China , which would you use to charac­
terize what is happening today? 
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He was a very witty man . m.l',u\,'ut:.u he attained a great 
age, probably over 80 , asked he always gave his 
age as 69 . It was droll to see this great 
scholar bolting through the atican museum, standing 
before a vast Renaissance and suddenly cackling 
wildly at some detail , simply order to throw everyone 
off guard: "Look! He is weari spectacles and reading a 
newspaper! He is wearing and reading a news-
paper!" When everyone burst laughter, he would look 
bemused. 

Another time, in Rome, a meeting convened by the 
Schiller Institute in 1989 to the 550th anniversary 
of the Council of Florence, a number of learned 
scholars had spoken, Pr()f .. ,,<;!r,r Mazaheri stood up and 
said in a tiny, piercing voice: That was beautiful! But it 
reminds me of the Persian nr"''''rh of the scholar whose 
head was so much in the 
and walked and fell into a 
out of jail, we will walk 
And he proceeded to issue a 
those forces which had 
ed States .-Katherine Kanter 

Vue Wu: The expression I 
nese situation today is: " 
blows strongly through the 

EIR: This quotation comes 
of the Tang period . Let's 
and soon the rains will come. 

sionate denunciation of 
LaRouche in the Unit-

use to describe the Chi­
the rains come, the wind 

the very beautiful poetry 
the wind blow a bit stronger, 
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Brainin trio plays 
in 'Verdi' tuning 
by Hartmut Cramer 

The "Concert in the Verdi Tuning" perfonned for a capacity 
audience at the Wiesbaden Casino Association in Gennany 
on Jan. 18, was a memorable, even historic event. It was 
likely the first time since the golden age of classical composi­
tion, which extended from around 1770 to the mid-1820s, 
that the outstanding piano trios of Mozart (E major, KV 542), 
Beethoven (D major, Op. 70, No.1) and Schubert (E major, 
Op. 100) were played in the tuning for which the composers 
had created them, with concert A set at 432 hertz, instead 
of the "standard" A-440 (and higher) of most instrumental 
perfonnance today. 

The "experiment" in Wiesbaden, sponsored by the Pri­
vate Academy for Humanistic Studies, goes against the 
stream of ruling musical taste, with its incessant demands for 
"brilliance," and it took courage on the part of the three 
artists, who rank among some of the leading concert perfonn­
ers. But also, they played with uncompromising integrity, 
truthful to the composers' intentions, as classical works are 
only too seldom heard. 

Norbert Brainin, the first violinist of the unforgettable 
Amadeus Quartet, was joined by Cologne pianist Gunter 
Ludwig and Hamburg 'cellist Klaus Stoppel, who at the last 
minute replaced Martin Lovett, Brainin's Amadeus col­
league, who was ill. Evocative of the standards set for 40 
years by the Amadeus Quartet, especially because of the 
conceptual ability of Norbert Brainin, the perfonnance 
gained an added dimension through the choice of the classical 
tuning fork which has become known as the "Verdi A." (The 
great Italian opera composer had this tuning, based on a 
middle C at 256 hz, decreed as the standard pitch in Italy in 
1884.) Thanks to this lower pitch, the polyphony sounded 
richer, the voice-leading more distinct, the melody warmer 
and more natural. 

Even the piano-the instrument which is least expected 
to "sing," compared to the bowed instruments-proved this 
result. The opening solo measures of Mozart's E-major Trio, 
KV 542, caused a sensation in this regard, helped by the 
beautiful tone of the Schimmel grand piano, which had been 
gradually tuned down to the classical pitch over several 
weeks by the manufacturer in Braunschweig, as well as by 
the expressive, differentiated, and tuneful playing of Gunter 
Ludwig, who has been playing concerts with Brainin for 
several years-and since their Munich debut at the "Verdi 
tuning" on Dec. 12, 1988, increasingly at this pitch. 
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Brainin's 1713 "Hubennan" Stradivarius, and the 1690 
Matteo Goffriller 'cello played by Klaus Stoppel were well 
matched to the modem grand. These are not "original instru­
ments" (as in the current fad for "authenticity"), but are the 
only appropriate ones, as they were used by musicians in the 
era of the classics. Stradivari not oDjly designed his famous 
violins to play at C-256, but also-aslemphasized by Lyndon 
LaRouche, who inspired the campaign to restore the tuning 
that had prevailed from Bach through Brahms-because 

I 

these instruments expand the range Of vocal polyphony in a 
way integrated with the principles of the trained "bel canto" 
singing voice. 

The interpretation of the Mozart trio stood out for its 
clear voice-leading, which both evoked Mozart's debt to his 
forerunner Bach, and heralded Beethoven. The Beethoven 
"Ghost Trio," Op. 70, No.1, brought an ovation from the 
audience filled with young musicians. Guided by Norbert 
Brainin, who is proud of his "radical:' interpretations of Bee­
thoven, the three musicians deliberately provoked a confron­
tation not only with Beethoven's art,and his world of ideas, 
but also, and unmistakably, with modem taste. Brainin says, 
"If Beethoven expressly prescribes tSotto voce, then I must 
keep myself to that, even if to most people today that seems 
'too extreme.' " Rarely does one experience this trio played 
in a way to get so intensely "under :the skin," especially in 
the slow movement; even the famous perfonnances by Pablo 
Casals (for example the live recorcijngs with Sandor Vegh 
and Karl Engel of 1961 in Prades), faU short of the Wiesbaden 
concert. 

In a direct challenge to today' s cQmpartmentalized think­
ing' the musicians persuasively COI)veyed the inner coher­
ence of the trios, spanning nearly four decades of the greatest 
creative upsurge in the history of music, through their lively 
and "Beethovenian" execution of all three works, playing the 
melodic lines so singingly that the "QOrners and edges," rich­
ly present in all three works, stood ,out clearly, even to the 
point of roughness. 

Mozart wrote the E-major Trio in! 1788, after his intensive 
studies of Bach's counterpoint tec~ique had led him to a 
trail-blazing discovery in his musical development (in the C­
minor Fantasy for piano, KV 475); In that very year, 18-
year-old Beethoven was being trained by his teacher Neefe 
in Bonn in J.S. Bach's contrapuntal technique, and was 
studying Mozart's works. Beethovqn's "Ghost Trio," com­
posed in 1808, just 20 years after Mozart's E-major Trio, 
was preceded by his own revolutionary works-the "Razu­
movsky Quartets" Op. 59, written iQ 1805, or the Fifth Sym­
phony, with which Beethoven had a$tonished even the musi­
cally sophisticated public of Vienn~. The third piece on the 
program was composed by Schubert in 1827, not quite 20 
years later: the Piano Trio, Op. 100. The encore, the Allegret­
to ma non troppo from Beethoven':s Op. 70, No.2, made 
this musical coherence especially qlear, for, as announced 
by Brainin, it sounded astonishingl}i "like Schubert." 
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Bolivia rebels against 'Bush plan' 
to dismantle institutions, state 
by Gretchen Small 

Since December, national debate in Bolivia over the econom­
ic, social, and national security crises afflicting the country, 
has centered on one underlying question: Are the Bush ad­
ministration and the international financial community de­
manding that Bolivia implement policies which are destroy­
ing the basic institutions of the country, because they 
deliberately intend to destroy Bolivia as a nation-state? And 
if so, does Bolivia have an alternative? 

What triggered the debate was a proposal made in late 
November by the president of the Electoral Court of Santa 
Cruz, Guillermo Kenning Voss. Kenning, who some say 
was acting as a spokesman for powerful masonic economic 
interests in the country, proposed that Bolivia's Armed Forc­
es be dismantled and replaced by a "technical police." He 
packaged this proposal as a money-saving measure needed 
to generate funds for health programs. 

A storm broke out against Kenning's proposal. In the 
midst of it, on Dec. 1, the Bolivian daily Ultima Bora pub­
lished in full a book review co-authored by this writer which 
had been published in EIR on Jan. 11, 1991. The review, 
entitled "The Bush Manual to Eliminate Ibero-America's 
Armed Forces" in EIR' s Spanish-language edition, Resumen 
Ejecutivo, reported that U. S. State Department agencies and 
personnel had financed, and were advising, a project dedicat­
ed to eliminating the military in Ibero-America because the 
military had become an obstacle to "internationalist econom­
ic policies," i.e., to the International Monetary Fund system. 

For the next month, debate over the "Bush manual" domi­
nated discussion in Bolivia (see Documentation). Suddenly, 
the government's plan for military reorganization and cut­
backs, which had been sold as merely a "modernization" 
package required by the economic crisis, appeared in a differ­
ent light. A question was raised: Was this reorganization 
ordered from abroad, as the first step in a U.S. government 
strategy to eliminate the military altogether? 

The U.S. embassy in La Paz, notorious for imperiously 
giving orders to government, press, and other organizations 
as if it ruled Bolivia, was forced to respond. Embassy offi­
cials first denied all knowledge of any such project. As the 
debate continued unabated, the embassy was forced to deny 
three times any connection to the "Bush manual." Increasing­
ly strident in its disclaimers, the embassy finally publicly 
intimated that if the Bolivian military and government did 
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not silence discussion over the "Bush manual," the U.S. 
government would consider any further discussion damaging 
to "the excellent relations" between the two countries! 

What IMF policies haveidone 
Why did the U. S. government feel so threatened by dis­

cussion in Bolivia of a book review published by EIR, that 
they threatened to raise it to the level of state relations? EIR 
was not even aware of the depth of the debate ongoing in 
Bolivia, only discovering the full extent of what had .taken 
place when the authors of the ''Bush manual" expose arrived 
for a brief visit at the end of J~uary, as part of a speaking 
tour of various Ibero-American countries on the campaign 
of EIR founder Lyndon LaRouche, George Bush's leading 
political prisoner. 

By January, embassy pressure had succeeded in quieting 
public discussion of the infamous "Bush manual." Bolivian 
government officials and the military high command had 
dutifully repeated for the public record that the U . S. govern­
ment had not sponsored any project to study the elimination 
of the armed forces of Ibero-America. 

Public toeing of the embassy line had not silenced the 
underlying concern over the foreign policies being pushed 
upon the country, however. That concern boiled down to 
what various Bolivian leaders, both civilian and military, 
had stated in December: that the attacks on the military were 
merely part of a broader campaign targeting all institutions 
in the country, ranging from the Catholic Church to the trade 
unions and national industry. The campaign had reached the 
point, as Army commander Gem. Oscar Esc6bar had warned 
in a speech at the closing of the General Staff and Command 
School in December, that the attack on fundamental institu­
tions of the country "affects the integrity of our existence as 
a nation and could erode the very stability of the fatherland." 

In January, several crises exploded simultaneously-all 
resulting from the government's IMF-based economic poli­
cies. A geometric rise in thd number of cholera cases in 
Cochabamba led health officials to declare a red alert emer­
gency, fearing that because of the high migration and internal 
travel through that city, the disease could rapidly spread 
throughout the country . 

The government, seeking a:nother renegotiation of its for­
eign debt from the Paris Club creditors, had ordered a pro-

EIR February 14, 1992 



gram of rapid privatization of remaining state-owned compa­
nies (under current conditions, nothing but a fire-sale auction 
at below-value prices), and now faced a potentially violent 
confrontation with Bolivia's still strong trade union move­
ment. The trade union mobilization against the government's 
economic program ranged from blocking traffic on roads in 
rural regions, to hunger strikes by hundreds of labor leaders 
across the country. Mass demonstrations and a mooted gener­
al strike were temporarily averted at the end of January only 
when the Catholic Church offered to mediate talks between 
the Bolivian Labor Federation (COB) and the government. 

A successful end to those talks was universally viewed as 
doubtful, given that the government entered the negotiations 
declaring that it would not change economic policy, no mat­
ter what, while the COB declared reversing the privatization 
policy to be a top demand. To ensure that the Bolivian gov­
ernment not yield, in the midst of the negotiations, Bolivia's 
Paris Club creditors warned the government that they were 
worried that the privatization program was being implement­
ed too slowly. 

Then, Defense Minister Adm. Alberto Saenz Klinski an­
nounced Jan. 27 that he was seeking an "urgent" meeting 
with Finance Minister David Blanco, to discuss the fact that 
the "military system is being paralyzed" by lack offunds. He 
reported that he had been visited by the four commanders 
of the Armed Forces, who demanded the Executive take 
immediate action to relieve the military budget crisis re­
sulting from the government's failure to allocate any of the 
monies budgeted for the military since September 1991. Im­
mediate monies are required to simply provide food, cloth­
ing, and transportation for new recruits, Saenz Klinski re­
vealed. 

LaRouche vs. embassy on IMF genocide 
If there was any doubt that u.S. embassy arm-twisting 

had failed to convince people that U.S.-IMF policies were 
not a threat to Bolivia's existence, the response given to 
LaRouche's representatives in January settled the matter. 
Embassy personnel deployed heavily to try and cut off any 
discussions with Dennis Small and this author. Several press 
reported that Press Attache Bruce Wharton was busy calling 
all the press with orders that no one cover the Smalls' visit, 
and spreading slanders that LaRouche and his people were a 
bunch of "delinquents." 

The embassy's orders failed. On Jan. 24, two papers at 
least ran a national wire put out by the Catholic Fides press 
agency on Dennis Small's article showing how IMF looting 
was "Africanizing" Ibero-America. The same morning, 
Small was interviewed on one of La Paz's most popular 
morning talk shows on LaRouche's campaign and economic 
program, the infamous "Bush manual," the U.S.'s disastrous 
policies, and how to replace the IMF financial system. 

That afternoon, the La Paz press corps jammed the press 
conference held in the Congress to report on the IMF and 
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the LaRouche campaign. "SkeptiCal at first but ever more 
interested in Small's words, the journalists ended up dedicat­
ing almost an hour to consultations (with him] on what surely 
worries all of us, the destiny of our mistreated Bolivian peo­
ple," the daily Presencia reported the next day. The paper 
titled its report, "Privatization and Disappearance of the 
Armed Forces, a Single 'Bush Plan.' " 

In his conference, Small called' for the U.S. ambassador 
to Bolivia to resign because of the "Bush manual" scandal. 
Small proved that the U. S. embassy had lied when it claimed 
the u.S. government had "no connection" to the book, by 
simply reading from the preface of the book in question, 
The Military and Democracy: The Future of Civil-Military 
Relations in Latin America. The preface states that the U.S. 
Information Agency, a part of the State Department, provid­
ed "primary financial support" for,the project, and lists nu­
merous U.S. officials who advised the project. 

If the U.S. ambassador knew that, he should resign for 
having embassy staff members lie to Bolivians, Small told 
the press. And if he didn't know, he should resign for incom­
petence on such an important matter. 

One of the things which hit the reporters hardest, was 
Small's report that Citibank Pres.dent John Reed had de­
clared during a trip to Brazil in 1990 that Bolivia and Peru 
will soon "disappear as nations." Reporters asked Small 
whether the U.S. ambassador, too, sought to "make nations 
disappear." Small said that that was a question better directed 
to the ambassador, but noted that there can be no doubt 
that the U. S. government has had for some time a policy of 
depopulating and deindustrializing the nations of the Third 
World, as seen in the 1974 National Security Study Memo­
randum 200, signed by Henry Kissinger, the details of which 
he presented to the reporters. 

Three stations covered the conference that night on televi­
sion' as did four newspapers the next day. Channel 11 prom­
ised continued coverage, due to its "importance." Channel 8 
reported that the LaRouche spokesman had called it "impera­
tive" to replace the IMF, because of the "genocide" which it 
has caused. Including shots of EIR 1s original "Bush manual" 
expose in its coverage, Channel 3 featured that a spokesman 
for American presidential candidate LaRouche charges that 
the bankers have adopted policies of destroying institutions 
such as the Catholic Church and the Armed Forces in a des­
perate bid to save their bankrupt international financial sys­
tem. "Time will tell if Small was speaking the truth or not," 
the announcer remarked. 

U.S. embassy efforts to portr_y LaRouche and EIR as 
"delinquents" failed miserably. Television and newspapers 
both reported that LaRouche was a "political prisoner of 
George Bush," jailed for "the only 'crime' of opposing the 
neo-liberal [as monetarist policies of usury are called in Ibe­
ro-America] policies of Bush, Henry Kissinger, and the IMF, 
and for organizing an international resistance movement 
against these." 
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Documentation 

Elimination of Bolivia's 
military is 'unthinkable' 

The scope of the national debate which broke out in Bolivia 
in December over the "Bush manual" to eliminate the armed 
forces, was reflected in the almost-daily coverage on this 
issue published by Bolivia's largest-circulation daily, Pre­
sencia. The following is a summary chronology of the most 
important headlines and articles from Presencia's coverage. 

Dec. 3 
Headline: "Military Rejects 'Bush Manual' to Eliminate 

Ibero-American Armed Forces. Military Chiefs Will Not 
Participate in Any Debate on the Situation of the Armed 
Forces" 

Members of the High Military Command forcefully re­
jected the implementation of a plan entitled "Bush manual 
for the elimination of Ibero-America's Armed Forces," a 
theoretical instrument which has inspired the president of the 
Electoral Court of Santa Cruz to propose the elimination of 
the Bolivian Armed Forces. 

Commander-in-Chief of the Armed Forces Alejandro 
Camponovo and Bolivian Air Force Commander Gen. Dardo 
G6mez Garcia emphasized that this international plan is in 
no way applicable to the Bolivian situation. . . . 

Since last week, certain international agencies have been 
publishing excerpts of a book on issues such as the role of 
the military under democratic systems. Much reference is 
made to a so-called "Bush manual" for eliminating the armed 
forces from Ibero-American countries, since the principal 
enemy, which is communism, no longer exists. 

The international proposal which so disturbs the Latin 
American military leaders, proposes the formation of a kind 
of specialized gendarmerie in place of the existing armed 
forces. 

Dec. 5 
Headline: "U.S. Embassy Disavows Plan to Eliminate 

Armed Forces" 
The Embassy of the United States in La Paz said it knows 

nothing of the so-called "Bush manual," which is supposedly 
intended to eliminate the armed forces of the continent. The 
deputy secretary of the embassy, Robert Callahan, said that 
if such a plan did exist, it would refer to the Armed Forces 
of his country. . . . 

Bolivian authorities, and various social sectors, ex­
pressed their repudiation of the supposed U.S. position to 
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eliminate the Armed Forces and substitute them with a police 
force .... 

Headline: "Armed Forces' Will Resist Foreign Interfer­
ence Which Seeks Its Elimination; The Disappearance of the 
Armed Forces Could Endanger Territorial Integrity, Says 
Commander-in-Chief' 

The military chiefs presented a vehement institutional 
rejection yesterday of any foreign interference which seeks 
the elimination of the Armed Forces. "We are going to em­
phatically reject a situation of that sort," stated Armed Forces 
Commander-in-Chief Gen. Alejandro Camponovo, while 
Army Commander Gen. Oscar Escobar went even further, 
stating: "I firmly reject any foteign imposition," such as the 
so-called "Bush manual," intended to eliminate the armed 
forces of the region. . . . 

The rumors concerning the need to eliminate the Armed 
Forces as "unnecessary," cau$ed furious indignation on the 
part of members of the high military command. The leading 
military chiefs agreed that "the armed institution will die with 
the fatherland." 

The rumors against the existence of the armed institution 
were considered part of a discrwiting campaign. Camponovo 
nonetheless clarified that at no time has the high command 
officially received the so-called "Bush manual," and that it 
was a study or proposal by cetltain political sectors. 

The idea of eliminating the Armed Forces is not a definite 
policy, but a proposal which was made on certain levels, said 
the military leader in specifying that the military was carrying 
out its activities as usual .... : 

The Army commanding general firmly stated that Boliv­
ia, as a sovereign and independent country, could not accept 
any foreign manual seeking to affect one of the fundamental 
institutions, such as the Armed Forces. "That ill a manual 
that was not approved by any! government, and I know that 
it is a study that some university has made; but these are 
ideas which cannot be imposed on an independent state like 
Bolivia," said Escobar. 

Similarly, the commander of the Bolivian Air Force, 
Gen. Dardo G6mez, expressed his concern over the supposed 
manual to eliminate the Armed Forces, and emphasized that 
the so-called "Bush manual" will not work in Bolivia. . . . 

Headline: "Interim Presid~nt: 'Cancellation of the Armed 
Forces Is Unthinkable' " 

"A split or elimination of the Armed Forces is unthink­
able, just as it would be unthinkable to eliminate the Bolivian 
Catholic Church or other forces which are the raison d' etre of 
our country," stated interim Rresident Luis Ossio yesterday. 

Following the graduation ceremony of the National 
School of Higher Studies, the leader expressed his disagree­
ment with sentiments coming from Santa Cruz, to the effect 
that the military institution should disappear, to make way for 
a technical police, as the "Bush manual" apparently suggests. 
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"The Armed Forces are essential for the geopolitics of 
our country, for national integration, the conquest of our own 
territory, for the development of our social and productive 
capabilities, and for the organization of society through the 
year 2000," he emphasized. 

Ossio, who is also the interim head of the Armed Forces, 
said that that sentiment was shared by representatives of 
Congress, the Bolivian Labor Central , and all active 
forces .. .. 

Regarding the possibility that the military might be turned 
into a technical police force , he stated that ... the Armed 
Forces fulfill a substantial role in defense of the sovereignty 
and the institutionality of the country, and the economic and 
social development of the territory and its inhabitants .. 

Dec. 6 
Headline: "Defense Minister Asks That the Plan to Elimi­

nate the Armed Forces Be Made Known" 
Defense Minister Alberto Saenz called on those who 

know the so-called "Bush manual" to make it known, be­
cause the government is unfamiliar with it. "We answer ques­
tions often, but we also ask them: What is this plan? .. and 
if you know it," he said to a visibly upset journalist, "I beg 
you to reveal it to me." 

According to the defense minister, "there definitively 
does not exist any recommendation" by the United States 
government that Bolivia continue a slow process of dismant­
ling the Armed Forces .. 

Dec. 7 
Headline: "U.S. Embassy Reiterates That There Is No 

Plan to Eliminate the Armed Forces" 
[The U.S . diplomatic mission] issued a communique 

clarifying that the supposed "Bush manual" is "totally false 
and non-existent." 

"The name of the 'Bush manual' was freely applied in 
the subjective interpretation of a book entitled The Military 
and Democracy: The Future of Civil-Military Relations in 
LatinAmerica, and has no connection with the U.S . govern­
ment," said the embassy communique. 

"The press commentary reproduced last Sunday in a local 
morning paper is not based on official United States policy, 
but on the opinions of the authors . The Pentagon, as well as 
the White House and State Department, deny the existence 
of any plan or project to recommend the elimination of the 
Armed Forces of Bolivia or of any other Latin American 
country; therefore , it can hardly be construed as the personal 
intent of President Bush, as has been intentionally 
implied." ... 

Dec. 11 
Headline: " 'There Is No Bush Plan, ' But the Armed 

Forces Will Be Drastically Reduced" 
The United States embassy in Bolivia reiterated yesterday 
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The Bolivian newspaper .... rf'~f'.rl('l,. nelllalllrzes 
rejection of any plan to dismantle 

that there does not exist any "Bush " for the disintegra­
tion of the armies of the continent. H()U/p'vpr, simultaneously, 
ruling party Congressman Hugo Donoso confirmed 
the government's decision to Ul£">l'''Q''Y 

of the Bolivian Armed Forces . 
The ned-liberal economic 

the military, which includes the 
budget and its return to the rural 
preserve territorial integrity and "a"y"a, 

In this new role, the military 
istration of companies of the Armed 
National Development (Cofadena) , 
be auctioned off because they make 
expenses, many of which are 
according to an evaluation of the 

The U.S. embassy reiterated that 
"Bush manual" and accused" 
totally independent origin" of OPTIPT"h 

does not exist any 
publications, of a 
controversial posi-
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tions which damage "the excellent relations between our two 
nations. ". . . 

We cannot allow ourselves the luxury in Bolivia of main­
taining an Armed Forces which continues with the same 
budget, the same expenses, while at the same time we are 
demanding rationality and reordering from the other institu­
tions, said the head of the ruling MIR party's congressional 
bloc, Hugo Carvajal. . . . 

Within the new guidelines of the government, which de­
nies it is an imposition of the United States through the so­
called Bush Plan, the military will tend to have a much more 
passive role due to the "disappearance of the communist 
threat" on the continent and in the world. . . . 

Questioned as to whether this decision has anything to 
do with the so-called Bush Plan, the congressman responded 
doubtfully: "I don't think so .... It is a demand of the 
economy itself," he explained, "since the military has exag­
gerated its institution, its apparatus, its companies, and now 
must 'shrink.' " 

Headline: "Congressmen Come Out in Defense of Armed 
Forces" 

In an unexpected debate during the afternoon session, 
congressmen came out in defense of the integrity of the 
Armed Forces of the nation, their existence presumably 
threatened by a U.S. plan .... 

The statements on the matter, which remained pending 
for next Wednesday, made reference to the "Bush Plan" for 
eliminating the Latin American armies as part of a plan of 
domination. 

The congressmen rejected such a possibility, although 
the majority of them questioned the role the Armed Forces 
currently play in national development. 

Within this framework, the spokesmen for the neo-liberal 
model spoke of the importance of "adjusting" the military 
presence to the objectives pursued under the new economic 
policy .... 

Dec. 14 
Headline: "President Paz Assures the Integrity and Sup­

port of the Armed Forces" 
In an impromptu speech, [President Jaime Paz Zamora] 

expressed the government's fullest confidence in the military 
institution, and rejected any possibility of revising its exis­
tence; "to do so," he emphasized, "would be to seek the 
revision of the Republic itself." 

The definitive presidential statement came during the 
graduation ceremony of 104 new second lieutenants from the 
Army Military College. . . . 

Paz Zamora, speaking before the Army cadets, stressed 
the role the military plays which "is often not understood." 
The Armed Forces enable us "to maintain the unity, the 
cohesion, and the organization of all Bolivians, as well as 
national sovereignty before the international community. 
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"I want to tell you as President and as your captain gener­
al, that just as I believe in Boliivia and in its subsistence, so 
too do I believe and work for the unity and subsistence of the 
Armed Forces; the history of Bolivia is inseparable from 
the Armed Forces; thus it is impossible to consider them 
separately. . . . I want to make it clear to the nation. We can 
discuss all we want what steps we should take to modernize 
and adapt the Armed Forces of Bolivia and of Latin America 
today; but we have no right to discuss the very foundations 
of its existence, because we would be discussing the very 
foundations of the Republic. This should be absolutely 
clear," Paz Zamora said vehemently. 

The speech produced deep satisfaction on the part of the 
military chieftains, who felt fUlly supported by their captain 
general who urged them "not to be influenced" by those 
who speak well and by those who speak ill of the military 
institution. . . . 

Dec. 16 
Headline: "Following Presidential Support: Military 

Power Committed to Preserving Democracy" 
The so-called "armed branch of the state" overcame inter­

nal tension last week which, atone point, affected the morale 
of some of its branches. 

However, and despite presidential assurances that the 
integrity and provisioning of the Armed Forces would be 
maintained, the government directive suggests the need to 
rationalize the number of personnel dependent upon the mili­
tary institution. Certain non-military sectors continue to 
speak of the existence of plans that will lead to a "white 
massacre" in the Armed Forces .... 

During the concluding ceremony of the General Staff and 
Command School of Cochabamba, while giving a speech 
containing truly critical and forceful statements, the Army 
commander stated that "from conspiratorial shadows, all­
powerful accounts are being put forth that seek to question 
our existence with radical ideas that harbor aggressive and 
irresponsible intentions. . . ." 

The conceptual unity between the Armed Forces and the 
fatherland, or" Armed Forces equals Nation," was reinforced 
in the face of an apparent and unjustified anti-military offen­
sive from Washington (with the phantom of the "Bush manu­
al") to Santa Cruz (with the statements of the president of the 
Department's Electoral Court, Guillermo Kenning). 

"We are the vital cell of the fatherland, and-understand 
this well!-we will be the last to abandon it," warned [Gen. 
Oscar] Escobar. 

Then, he added: "We are alarmed that the audacity of 
certain bad Bolivians also encompasses other fundamental 
and meritorious institutions such as the Catholic Church and 
National Police which, in the end, are also targets of attack. 
This concerns us because it affects the integrity of our exis­
tence as a nation and could erode the very stability of the 
fatherland. " 
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Bush tells Haitian 
people: Go to hell 
by Valerie Rush 

The United States Coast Guard began the forced return of 
12,000 Haitian refugees to their starving homeland Feb. 3, 
after the u.s. Supreme Court reversed a standing injunction 
against their repatriation. As many as 15,000 Haitians-
5,000 in the last week alone-had chosen a U.S. concentra­
tion camp in Guantanamo, Cuba over near certain death from 
disease or starvation in Haiti, as the U.S. embargo against 
their country was driving the population to below-subsistence 
conditions. 

In dubbing the Haitians "economic refugees" and there­
fore ineligible for political asylum in the United States, the 
administration of President George Bush is rivaling that of 
Franklin Roosevelt in disgracing the United States. In 1939, 
the Roosevelt administration denied docking privileges to 
the ship Saint Louis, filled with desperate German-Jewish 
refugees, and sent them back to Hitler's concentration 
camps. This time, of course, the hell in Haiti is of the Bush 
administration's own making. 

According to press reports, the embargo has created con­
ditions tantamount to genocide in the Caribbean island na­
tion, which was already the poorest in the hemisphere. The 
New York Times of Jan. 18 described Haitian farmers eating 
weeds and their own planting seeds for lack of other food. 
The Haitian countryside, notorious for serious deforestation 
problems, is being stripped of what few trees remain, to serve 
as firewood in place of embargoed fuel. Irrigation water that 
once kept select areas of cropland flourishing, is now being 
diverted to run hydroelectric turbines for electricity to light 
Haiti's urban centers for a few hours a day. Easily prevent­
able diseases like measles are now claiming the lives of chil­
dren and others because there is no refrigeration for vaccines. 

The irreparable damage to Haiti's land and to the popula­
tion's living conditions will mean mass starvation and epi­
demics in the immediate future. 

'Operation Racist Shield' 
The repatriation decision, apparently designed to take 

some political heat off the Bush administration, has proved 
as popular as President Bush's Japanese diplomacy. House 
Majority Whip Rep. David E. Bonior (D-Mich.) condemned 
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the repatriation decision as "outrageous," linking it to Bush's 
fear of upsetting Florida in an election year, even while Mi­
ami Mayor Xavier Suarez, himself a Cuban immigrant who 
urges eliminating the artificial distin¢tion between economic 
and political refugees, is handing out bumper stickers de­
manding that the Bush administration "interdict drugs, not 
Haitians." 

While human rights activists see Bush's move as a possi­
ble violation of the 1951 United Nations Refugee Conven­
tion, black politicians like Rep. Major Owens (D-N.Y.) are 
calling the repatriation "a racist act with deadly genocidal" 
consequences for the refugees. The Miami Herald bluntly 
referred to the repatriations as President Bush's "Operation 
Racist Shield," in a Feb. 2 editorial. The Los Angeles Times 
of Feb. 4 called the move "an oddly dissonant chord" and 
"very troubling," and warned that it ~ould prove highly em­
barrassing for Washington. 

The Feb. 5 Christian Science Monitor devoted its front 
page to examining the contradictions between U. S. refugee 
policy toward Cubans, who are given permanent residence 
status within a year of touching U.S. shores, and toward the 
Haitians, who are being forced back to live under a govern­
ment which the Bush administration itself has condemned 
as illegal and in violation of human rights. The Monitor 
suggested that Washington's treatment of the Haitians has 
been complicated by "a dose of current presidential politics," 
and quotes a State Department official who admits that the 
125,000 Cubans in the 1980 Marie1 boatlift were accepted 
because of the political and economic clout of the Cuban­
American community-"clout that Haitians just don't have." 

'Easing' of sanctions meaningless 
Efforts to put a sugar-coating on the repatriation decision 

by simultaneously announcing an "easing" of U.S. sanctions 
against Haiti have also failed miserably. Permission from the 
U. S. Treasury Department for U. S. assembly plants in Haiti 
to resume production for re-export, a move allegedly de­
signed to "lessen the burden on Haitian workers" who lost 
their jobs under the embargo, is universally viewed as a 
meaningless gesture, since the majority of those plants have 
shut down operations and left the country. Said one Haitian 
economist cited by the Feb. 5 Washington Post, "You're not 
going to get anybody who pulled out to come back. Who are 
they going to export to? Who's going to want to give them 
contracts?" 

The announcement by the administration that its sanc­
tions will be made "more effective" by honing in on individu­
als who financed and/or politically supported the Sept. 30 
coup in Haiti and freezing their U.S. assets is equally absurd, 
since any such assets will have been withdrawn months ago. 

With President Bush continuing to grasp at foreign policy 
straws that may help buoy him in this election year, the 
possibility of his attempting a "quickie" military deployment 
to deal with his worsening Haiti debacle cannot be ruled out. 
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Georgian monarchists 
want power this year 
by Mark Burdman 

The drive for restoring the monarchy to the former Soviet 
republic of Georgia is escalating dramatically, with former 
Foreign Minister Eduard Shevardnadze evidently in the mid­
dle of it. 

According to the Spanish daily El Pais of Jan. 31, envoys 
claiming to represent an all-party consensus in Georgia were 
scheduled to arrive in Spain on Feb. 7, to formalize concrete 
plans for restoring the Bagratian royal house during the 
course of 1992. Georgy Chanturia, leader of the National 
Democratic Party and one of the envoys, told the Trilateral 
Commission-linked Madrid daily: "Our mission is to meet 
the Bagratians, the Georgian Royal Family, and take the heir 
back to Tbilisi." Chanturia is being accompanied by Temur 
Zhorzholiani, head of Georgia's Monarchist Party. Their in­
terest focuses not on the actual pretender, Jorge, but on his 
19-year-old son, Irakly. States Chanturia: "His coronation 
will take place before the end of the year." 

The Bagratians were last in power in Georgia nearly two 
centuries ago, in 1801-02, so the British and their Spanish 
royal buddies are really reaching into history's garbage can 
in this power bid! 

Since Irakly, who has been a student in the United States, 
has no know ledge of the Georgian language, nor of the coun­
try's traditions, there is talk offorming a "Regency Council" 
for him, which would be put together by intimates of Irakly, 
by the Georgian Orthodox Church Patriarch Ilya II, by a 
representative of the Georgian intelligentsia, and by Chantur­
ia and Zhorzholiani. 

In their interview with El Pais, Chanturia and Zhorzholi­
ani say that they will stay in Spain for one week, then will 
go on to Rome, bringing with them the three young Bagratian 
princes, to visit Ketovan Bagratian, who is married to 
Rome's Prince Orsini. They plan to meet Pope John Paul II. 
However, if for some reason this meeting doesn't come off, 
they will bring the three princes to Moscow, for meetings 
there. 

A pragmatic alliance 
The Georgian delegation to Spain claims to be speaking 

in the name of all the political forces that have been involved 
in the past weeks' efforts to overthrow the tyrannical regime 
of Zviad Gamsakhurdia. According to statements they have 
made to El Pais, these include the Georgian Military Coun­
cil, the Provisional Government, and Patriarch of the Geor-
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gian Orthodox Church Ilya II, They are reportedly carrying 
a letter from the patriarch to King Juan Carlos of Spain. 

Chanturia says candidly to the Madrid daily that their 
support for monarchy is not based on "principle," but on 
"pragmatism. " 

According to information obtained by this news service, 
Chanturia has recently been visiting the British and French 
embassies in Moscow, to discUss future political options for 
Georgia. It is a certainty that ~igh-Ievel circles in Britain, in 
the orbit of the British monatchy and old "Georgia hand" 
Sir Fitzroy Maclean, are actively backing the monarchical 
restoration in Georgia. The line coming from Chanturia, as 
per his "pragmatist" view, is that bringing in the monarchy, 
perhaps together with Shevardnadze, will help win support 
and money from the West for Georgia. Similar pragmatism 
leads him to gush praise for the Spanish constitutional monar­
chy, and to talk of the similar:dispositions of Georgians and 
Spaniards, during his El Pais interview. 

However, it should be stressed that Chanturia and Zhor­
zholiani do not have the support of all opposition forces, 
according to EIR' s independellt reading of the situation. Ele­
ments within the coordinating: council of anti-Gamsakhurdia 
groups either are opposed to bringing back the monarchy or 
have not stated a position. Also, within the Bagratian royal 
family itself, there are deep splits emerging, with the sister 
of the pretender Jorge having!recently told the press that he 
is unfit to rule a country, and that a monarchy could do 
nothing to solve the main problem facing Georgians, namely, 
finding food. 

Shevardnadze,the'commu~stmonarch' 
Chanturia told El Pais that "it is not to be excluded" that 

Shevardnadze-Iabeled by the paper "the former communist 
monarch of Georgia"--could form part of the Regency 
Council that would advise the young monarch. 

On Feb. 4, ShevardnadzepraisedGeorgia's "democratic 
revolution," in statements made on Georgian television. Ac­
cording to a Radio Moscow synopsis, he welcomed the 
downfall of the "dictatorial regime" of Gamsakhurdia. 

His comments were made as the ruling Military Council 
in Georgia announced that it was establishing its control over 
western Georgia, although there were still demonstrations 
and protests in the capital Tbilisi. A leader of the Military 
Council stated that "provocateurs will be shot." 

Radio Moscow commentator Leonid Zhukov, reporting 
on the developments in Georgia on Feb. 6, commented that 
"the bid to restore the monarchy is gaining momentum," and 
that in his discussions with \'high-ranking officials" in the 
republic, "most spoke in support of such a state model." In 
1989, when the monarchist party was set up, "the idea of a 
restoration seemed exotic, unrealistic," Zhukov said. "But 
the monarchy idea won support, with the growing disillusion 
with the Gamsakhurdia regime. This model is seen as more 
appropriate to Georgia." 
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Australia Dossier by Allen Douglas 

Spooks fear influence of LaRouche 
LaRouche's movement is "spreading throughout the bush like 
wildfire," and Zionists and royalists are furious. 

T he London-based magazine 
Searchlight, in its October 1991 issue, 
featured an attack on the expansion 
of the political movement in Australia 
associated with U. S. statesman and 
political prisoner Lyndon LaRouche. 
The magazine, a self-described "inter­
national anti-fascist monthly," was 
published for years by a member of 
Great Britain's Conu;nunist Party, and 
is notorious in intelligence circles as a 
front for the British Secret Intelli­
gence Service (SIS). 

Searchlight argues that the "main 
danger" in the Australian countryside, 
or "bush," besides "innumerable dan­
gerous insects, spiders," etc., "is its bi­
zane far-right politics, dominated since 
the 1930s by . . . the Social Credit 
movement of the late C.H. Douglas 
... today trumpeted by Eric Butler's 
Australian League of Rights." 

But now, moans Searchlight, 
"The League of Rights' hold over the 
bush, which has in the past seen the 
group wield influence in the main­
stream rural-based National Party, has 
been threatened by an imported pest 
which has wrested control of an im­
portant front group--The Citizens' 
Electoral Councils-from the 
League, and which is itself now 
spreading throughout the bush like 
wildfire. 

"The imported pest is the Execu­
tive Intelligence Review group of con­
victed U.S. fraudster Lyndon 
LaRouche, and its 'Bash the Banks' 
message is gaining considerable sup­
port among farmers in recession-bat­
tered Australia, being the subject of a 
major article in the Melbourne Age in 
March this year." 
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Searchlight complained that dur­
ing a highly successful tour of Austra­
lian country towns by American pro­
LaRouche organizers Pat and Carol 
Ruckert in mid-1991 , they made 
"claims that Prince Charles was a free­
mason and a member of an alleged 
occult grouping known as the 'Lucifer 
Trust, ' and that his father was an open 
advocate of genocide. " 

Those charges, which are abun­
dantly documented, have made some 
people very nervous. 

Australian sources report that the 
unsigned article was authored by Da­
vid Greason, a British-born homosex­
ual now employed by the Australian 
Security Intelligence Organization 
(ASIa), who does odd jobs for British 
SIS, the Israeli Mossad, and Austra­
lia's organized crime-infested Zionist 
Lobby. 

Greason is now writing a book on 
the Australian "far right," reportedly 
financed by the Mossad-linked Aus­
tralia-Israel Review, in which he de­
fends League of Rights founder Butler 
from charges of sabotage of Austra­
lia's war effort in World War II. 

lt is ironic, but lawful, that Grea­
son and the left-wing Searchlight 
would jump to the defense of Butler, 
"the leading figure on the Australian 
far right," and would be joined by a 
leading magazine for Australia's Zi­
onist lobby in defending the man who 
wrote a tract called "The International 
Jew," and whom that Zionist lobby 
has long otherwise denounced as an 
anti-Semite. The SIS-run Search­
light, the Zionist lobby, and Butler's 
League of Rights all have the same 
mother: the British Establishment. 

And mother is hysterical that one of 
her favorite children, and political 
pawns, is being eclipsed by the 
LaRouche forces. 

The Australian League of Rights 
was founded by Butler in 1946 to 
cheer for the British Crown and the 
British Empire. Though he hides it 
from all but his closest associates, 
Butler is a member of the British Israe­
lite cult, which argues that the Anglo­
Saxons, not the Jews, are God's cho­
sen people, and $at the bloodline of 
David and of Jesus Christ is embodied 
today in the British Royal Family. 

According to .its own statements, 
the League was founded "to expose 
and oppose all anti-British propagan­
da, and actions, irrespective of their 
origins," and "has distributed hun­
dreds of thousands of brochures out­
lining the value of the monarchical 
form of government, in which the 
Crown plays more than a ceremonial 
role." 

A written constitution, such as the 
American one, "suggests a static soci­
ety," says the League, while "the truth 
is that a healthy society must grow. 
The Crown is a living symbol of the 
values upon which Australia was de­
veloped, and the royalist believes it 
is a superior institution than [sic] a 
written constitution. " 

The League's anti-industrial eco­
nomic policies also cohere with the 
malthusianism of the British Empire 
and of the British Royal Family. The 
League's longtime Queensland direc­
tor, Charles Pinwill, recently at­
tempted to refute the idea of the neces­
sity for industrial growth which was 
argued in a pamphlet titled "Sovereign 
Australia," an economic recovery 
program developed and widely circu­
lated by EIR and the Citizens Electoral 
Councils. "Why develop more indus­
trial capacity, when we have not yet 
learned how to allow consumers to use 
our present capacity?" he asked. 
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China Report by Michael O. Billington 

The West rehabilitates Li Peng 
Deng Xiaoping reappeared, seeking more foreign concessions, 
while Li Peng pledged China to the new world order. 

After a year of isolation from any 
public appearance (and regular ru­
mors of his failing health), the Peo­
ple's Republic of China's 87-year-old 
strong-man, Deng Xiaoping, reap­
peared for a two-week tour of the Spe­
cial Economic Zones across from 
Hong Kong and Macao, and the new 
Free Trade Zone being constructed in 
Shanghai. While Deng holds no offi­
cial position, his leadership is unques­
tioned as long as he is alive. Demon­
strating his mere existence in this way 
is a political message to the West and 
to his opponents, that the new round 
of accelerated free trade reforms will 
continue, despite the continuing 
breakdown of basic industry and mas­
sive unemployment. 

Meanwhile, Deng's fellow hit-man 
from the Tiananmen Square massacre, 
Prime Minister Li Peng, spent the same 
two weeks visiting Europe and the U.N. 
Li was granted private meetings with 
President Bush and British Prime Min­
ister John Major. Despite pro forma 
complaints by the Anglo-American 
leaders over China's tyrannical police 
state, and Li's equally pro forma pro­
tests over the West's disregard for the 
national sovereignty of Third World na­
tions, the meetings effectively estab­
lished China's position as a junior part­
ner in the Anglo-American genocidal 
"new world order." 

The special meeting of the heads 
of state of the U.N. Security Council 
members on Jan. 31, which provided 
the excuse for the meeting between 
Bush and Li, pushed forward the 
transformation ofthe U.N. into an en­
forcement arm of the new world or-
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der, prepared to deploy military and 
other operations against any opposi­
tion to their dictates. Li pledged that 
China would "give support to a greater 
role of the United Nations in main­
taining peace and promoting develop­
ment in the world." 

Li had spoken the day before at 
the opening session of the World Eco­
nomic Forum at Davos, Switzerland. 
He said that China would "accelerate 
the pace" of the free market reform 
measures, and expand the free market 
areas, with special emphasis on the 
transformation of Shanghai back to its 
19th-century status as the financial 
playground for foreign colonial pow­
ers. This was warmly received by the 
western banking establishment, 
which is desperate to extract as much 
loot as possible, through raw materi­
als and cheap labor process industries, 
to prop up the rapidly collapsing fi­
nancial system in the West. 

Showing their open support for 
dictatorship and tyranny as a means to 
enforce "free trade," the elite of the 
Anglo-American financial establish­
ment "rehabilitated" Li Peng at a pri­
vate meeting sponsored by the Coun­
cil on Foreign Relations and others in 
New York on Feb. 1. Attending the 
meeting were David Rockefeller, 
Maurice Greenberg, and former 
World Bank head Barber Conable, 
among others. The Feb. 3 New York 
Times reported that "participants said 
they had seen a new side of Mr. Li. . . 
thoughtful and open minded." They 
were "impressed with Mr. Li person­
ally, and more sympathetic to his gov­
ernment's position that the need for 

stability in an overpopulated and poor 
country overrides its ability to guaran­
tee political rights to all." One busi­
nessman, speaking anonymously, 
told the Times: "The image of Li Peng 
as some sort of a monster is an unfair 
caricature. He listened, he responded, 
he even showed a sense of humor." 

During the same week, the Chi­
nese joined for the first time in the 
Middle East peace talks, sending a 
delegation to the Moscow round. This 
was a quid pro quo for establishing 
official relations with Israel. 

The Chinese press is holding up 
this diplomatic collaboration with the 
West as proof of the success and sta­
bility of the bloody dictatorship. But 
neither the approval from aU. S. Pres­
ident who is increasingly seen as a 
mentally deranged failure, nor Deng's 
grandstanding on "foreign conces­
sions," will reverse the collapse of the 
real Chinese economy, and with it the 
livelihood ofthe majority of the popu­
lation. In fact, the most likely reason 
for Deng's trip is to consolidate forces 
against the emerging opposition to his 
failed policies. 

In January, Yao Yilin, part of the 
old-line Marxist faction, released a re­
port exposing the economic disaster 
sweeping every part of the economy 
except the free trade zones, which 
produce virtually nothing of substance 
for the domestic economy. Mean­
while, leaders of the All China Feder­
ation of Trade Unions are touring the 
country trying to passify the tens of 
thousands of industrial workers who 
are being laid off or victimized by 
wage cuts as high as 40%. The unem­
ployed "blind flow" is now estimated 
by some at close to 200 million. The 
regime has sped up the execution rate 
to terrify those who resist or who have 
turned to crime. The newly released 
U.S. government Human Rights Re­
port estimated that there were 6,000 
executions in China in 1991. 
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Panama Report by Carlos Wesley 

Who needs enemies? 
Ungrateful U.S. officials now say they lied when they called 
Noriega the U.S.' s only ally in the war against drugs. 

After a delay of nearly seven 
weeks, the trial of Panamanian Gen. 
Manuel Noriega resumed in Miami on 
Feb. 3. Whereas the drug traffickers, 
kidnapers, murderers, and other crim­
inals were given shorter sentences, 
immunity from prosecution, outright 
freedom, tax breaks, and were even 
paid millions of taxpayers' dollars by 
the V. S. government to testify against 
Noriega, the defense is heavily rely­
ing on current and former V. S. law 
enforcement officials to prove that 
Noriega was the Vnited States' best 
ally in the war on drugs. 

"None ofthe witnesses we'll pres­
ent was allowed to keep his drug 
profits in exchange for his testimony," 
said defense attorney Jon May, in a 
pointed reference to the sweetheart 
deals given by prosecutors to Med­
ellin Cartel co-founder Carlos Ledher 
and others. "None of the witnesses we 
will present has received immunity for 
his testimony, none of the witnesses 
we will present has been allowed to 
plead to reduced charges," said May. 

The trial had been in recess since 
the prosecution completed its case on 
Dec. 17, while Federal District Judge 
William Hoeveler underwent triple­
bypass heart surgery. "At the very 
time General Noriega was alleged to 
have been in bed with the cartel," he 
was leading key strikes against the 
drug traffickers, said May. 

Among the defense evidence are 
recently obtained Drug Enforcement , 
Administration (DEA) reports about 
an anti-drug operation code named 
"Operation Negocio." The docu­
ments, which the government claimed 
to have misplaced earlier, "buttress 
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the contention by defense lawyers for 
Noriega that the deposed general co­
operated fully with V.S. drug inter­
diction efforts," reported New York 
Newsday on Jan. 31. "Noriega was 
helping us, not 10%, not 20% of the 
time, but in every instance we asked 
him to do so, 100% of the time," a 
federal drug enforcement officer was 
quoted. "These were key operations 
. . . that struck at both the Cali and 
Medellin cartels." 

As May told the jury, "By the end 
of this trial you may wonder why Gen­
eral Noriega was ever indicted." In 
part because Hoeveler's rulings have 
severely hamstrung Noriega's ability 
to present a political defense, his attor­
neys will reportedly not seek to intro­
duce evidence that V. S. government 
agents were running a drugs-for-arms 
pipeline as part of Oliver North's Iran­
Contra operations. 

Peter Bensinger, who served as 
DEA chief from 1977 to 1981 in the 
Ford and Carter administrations, was 
called to the stand by the defense and 
asked to read several letters he had 
written in which he praised Noriega's 
"professionalism," which "has con­
tributed substantially to the ongoing 
war against drugs." A hostile witness, 
Bensinger now claims that he lied 
when he wrote the letters. 

"I always regarded [then] Colonel 
Noriega with suspicion," said Ben­
singer. "I did not view him as an indi­
vidual dedicated solely to law en­
forcement." As for the letters, they 
were "to create goodwill," to "facili­
tate cooperation," he said. "My own 
view was, 'Let's get whatever we can 
get by way of cooperation.' " 

Should Bensinger be believed 
now, when he states that he didn't tell 
the truth then? Was he just stroking 
Noriega? Well, in April 1978, Ben­
singer sent a circular to all OEA field 
offices: "In all of Central and South 
America," wrote, Bensinger in an in­
ternal document that Noriega was un­
likely ever to see" "Noriega is the only 
one who has beep cooperating" with 
theDEA. 

Following Btmsinger on the stand 
was another hostile witness, John 
Lawn, DEA chief from 1985 to 1987. 
Lawn was forced to admit that Norie­
ga and the Pan~ian Defense Forc­
es had seized ton~ of chemicals used to 
process cocaine,. virtually eradicated 
Panama's marijuana crops, expelled 
fugitives who were wanted in the 
V.S., and "always" agreed to let the 
V. S. Coast Guard search suspected 
drug ships registered in Panama. 

But Lawn denied that these were 
"significant" achievements. "I cer­
tainly wouldn't <kscribe General No­
riega's cooperatipn as unprecedent­
ed," said Lawn, who also claimed that 
he didn't mean the laudatory things he 
wrote about Nori~ga in letters he was 
forced to read frpm the stand. "The 
letter was written, while I was wearing 
my diplomatic h~." 

Some diplomacy. "I am writing to 
express my gratitUde and appreciation 
for the recent acti9ns taken by the Pan­
amanian Defense Forces under your 
command," wrote Lawn in a Feb. 13, 
1987 letter to Noriega following the 
capture of Jack Carlton Reed, "a co­
defendant of Carlos Lehder" ac­
cording to the lettler. One month later, 
in March 1987, Lawn wrote another 
paean, praising the Panamanians for 
passage of Law 23, the anti-drug mon­
ey-laundering law promoted by No­
riega. "I hope thi$ initiative your gov­
ernment has taken will serve as a 
model for other countries throughout 
the Americas." , 

International 51 



International Intelligence 

Attali: Russia should 
swap debt for warheads 

Jacques Attali, the French head of the Euro­
pean Bank for Reconstruction and Develop­
ment (EBRD), has proposed that the former 
U.S.S.R. dismantle nuclear warheads in ex­
change for a reduction of its foreign debt 
burden, according to articles in the Moscow 
dailies Izvestia and Krasnaya Zvezda on Jan. 
22. Although Izvestia's report specified that 
Attali's proposal "was not made in his ca­
pacity as head of the bank but in an individu­
al capacity," Krasnaya Zvezda, the newspa­
per of the Armed Forces, made no such 
distinction. 

Attali's proposal, according to Kras­
naya Zvezda, was made in an interview for 
a weekly published by the EBRD. The Rus­
sian paper was sharply critical of the propos­
al: "Let us not forget that in conditions 
where the future of our Armed Forces is very 
vague, it is nuclear arms that form the basis 
of the defense capability of all the Commu­
nity members. Would we not be selling our­
selves short by exchanging warheads for 
debts?" 

Russian nuclear experts 
reject western charges 

Top Russian nuclear scientists have given 
several interviews, denouncing the western 
media hype about their alleged willingness 
to sell their expertise to Third World nations 
that want to build nuclear bombs. 

The Jan. 28 Jerusalem Post, in a report 
from Moscow, cites the view of physicist 
Gennadi Smirnov ofthe I. V. Kurchatov In­
stitute of Atomic Energy, that "he and his 
colleagues find all the speculation in the 
western media about Soviet physicists ped­
dling their expertise to Third World coun­
tries to be far-fetched, and in rather bad 
taste." Smirnov, an expert in gamma ray 
optics, is quoted by the Post: "All of this is 
very far from our day-to-day reality, and no 
one is talking about it at the institute. Like 
almost everyone else in society, we are 
mainly absorbed with the question of how 
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to find meat and milk." 
Prof. Andrei Gagarinsky, deputy head 

of the Kurchatov Institute and executive sec­
retary of the Soviet Nuclear Society, 
stressed that widely reported comments by 
Vyachislav Rozanov, deputy chief of the 
thermonuclear department at Kurchatov, 
that Libya had offered jobs to two Kurcha­
tov physicists at $2,000 a month, had been 
misconstrued. Associated Press had cited 
Rozanov saying that the two physicists had 
turned down the Libyan offer, but might say 
"yes" to more money the next time-and 
this was blown out of all proportion. 

The head of Russia's nuclear arms pro­
gram, Prof. Valeri Mikhailov, denied the 
western media interpretation, in an inter­
view with the daily Komsomolskaya Prav­
da, and emphasized the importance to Rus­
sia of its nuclear scientists: "The country 
must not lose their knowledge, their brain 
power, at any cost. These are the crown 
jewels of our science," Mikhailov said. 
They are "patriots, responsible people," and 
while it is possible a "few adventurists" 
could go abroad, it is not likely. 

China reduces Army, 
beefs up domestic police 

Communist Chinese leader Deng Xiaoping 
has ordered the reduction of the 3 million­
strong People's Liberation Army by one­
third, and called for modernizing the Army 
that remains, according to a report in the 
Mirror Monthly of Hong Kong on Jan. 29. 

But the troop cutbacks are covering for 
increased arms and expansion of the domes­
tic police. According to Nikkei Weekly of 
Japan on Jan. 27, the troop cuts will actually 
amount to 260,000 between 1992 and 1995. 
In 1985, the Chinese government an­
nounced it would cut military forces by 
25%, and officials claimed that this task was 
completed in 1988; but analysts say that due 
to stiff military opposition and social con­
cerns over unemployed soldiers, only 
700,000 positions were actually lost, and 
many of these were simply transferred into 
the paramilitary People's Armed Police 
(PAP), which deals with internal security. 

The PAP has been considerably expanded to 
about 600,000 troops today, according to 
analysts. And the latest round of military 
cutbacks could see further growth in the 
PAP. 

Nevertheless, military leaders expect 
the reductions to channel extra funds into 
their mo~ernization program, in particular 
toward the buildup of rapid deployment 
forces and acquisition of certain types of 
equipment, including air combat capabili­
ties, electronic warfare systems, and air-de­
fense miSsiles. 

The PLA is also developing more lightly 
equipped rapid deployment forces which are 
more air-mobile and can be rushed to any 
location within China in a matter of hours. 

Italian commission 
hits NATO's 'Gladio' 

An Italian parliamentary commission on ter­
rorism h.s denounced "Operation Gladio," 
set up by NATUduring the postwar period, 
as a clandestine and illegal "armed band," 
involved: in subversive efforts to create a 
"strategy of tension" in Italy, and has made 
the first official accusation that Gladio went 
beyond its official NATO assignment, 
which was to prepare for guerrilla warfare 
against illvading Warsaw Pact armies. 

The president of the commission, Lib­
ero Gualtieri ofthe Republican Party, wrote: 
"There was no justification for Gladio, nei­
ther at th~ start nor the finish. Indeed, there 
was an iricrease in its threat and its illegality 
with the passing of years. Not everything 
that occurred in the murky years of our re­
cent history can be ascribed to Gladio, but 
Gladio was a component in that strategy 
which, by planting within the system ele­
ments of tension, justified the opportunity 
for' stabilizing' interventions." 

SimUltaneously, a memorandum of 
"notes for indictment" by two military 
judges from Padua examining the legality 
of Gladib, has accused six secret service 
generals bf organizing the network of "high 
treason and sabotage of the Constitution." 
The judges cite a Gladio document urging 
"possible acts of terrorism with which to 
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charge insurgents." They add that Gladio 
became a focal point for members of the 
"Marine Star" MussolinLveterans group. 

For more information on this supersecret 
paramilitary structure, see EIR, Nov. 9, 
1990 ("Operation Gladio and the European 
Revolt") and Nov. 23, 1990 (" 'Operation 
Gladio' Reveals That Kissinger Ordered 
Moro Murder"). 

German TV exposes 
drug route from Colombia 

Germany's ZDFtelevision on Jan. 29 broad­
cast an expose of an organized crime net­
work that reaches from Cali, Colombia, to 
Frankfurt, Germany, to Belgrade, "Yugo­
slavia" (Serbia), and controls the massive 
flow of cocaine into Europe. The program 
drew on information from the German Fed­
eral Criminal Office (BKA) , the German 
Foreign Intelligence Service (BND) , and the 
Frankfurt City Prosecutor's office. 

The documentary charged that Colom­
bian President Cesar Gaviria was running a 
"narco-democracy," in which the Cali Car­
tel was emerging to develop the European 
cocaine market, and to market a new Co­
lombian opium crop. Cali bosses sit in Ant­
werp, Belgium, and Frankfurt to handle dis­
tribution to the Serbian mafia. 

Serbian party vows to 
install a king this year 

Serbia shall have a constitutional monarchy 
with Alexander II Karageorgevic as king, 
declared Vuk Draskovich, chairman of the 
Serbian Restoration Movement party, in an 
interview with the German weekly Der 
Spiegel of Feb. 3. 

This monarchist "democratic Serbia," 
Draskovich said, will overthrow communist 
leader Slobodan Milosevic, and not even an 
insurrection of the Serbian nation can be 
ruled out. "All options are open," he said, 
"but every one of them leads toward democ­
racy. I think Serbia will tum into a parlia­
mentary monarchy before the end of this 
year. Supervised by the future King Alexan-
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der II, new elections could be held. We need 
a Juan Carlos [who became head of the 
Spanish constitutional monarchy after the 
end of the Franco regime]." 

As far as the future structure of what 
once was Yugoslavia is concerned, 
Draskovich proposed a two-tier solution: 
On the condition that all six individual re­
publics be recognized as sovereign states, 
Serbia could join with Montenegro, Bosnia, 
and Macedonia to form an association like 
the European Community; Slovenia and 
Croatia should be loosely associated, later 
on. 

Monarchist groups are also making 
power bids elsewhere in the former commu­
nist world, notably in Georgia. 

Expertforesees 'nuclear 
sting' of Third World 

A "nuclear sting" of one or more developing 
sector nations is perfectly possible in the 
weeks or months ahead, a senior British de­
fense specialisttoldEIR on Jan. 31, referring 
to a scenario in which a targeted nation is 
"offered" nuclear and/or other weapons 
technology by agents of American, Israeli, 
or British intelligence, in order to create the 
conditions for a media "nuclear weapons 
proliferation" propaganda campaign that 
would set that nation up for a "preemptive" 
attack. 

"It's absolutely possible that such a sting 
can happen," he said. "After all, look at this 
Iraqi 'Supergun' business. In plain; simple 
language, that was a sting: We stung the 
Iraqis! That whole business was about our 
suckering the Iraqis, and it worked. I can 
see the same thing now happening, whether 
it be nuclear technology, chemical, bacteri­
ological, or whatever. It's a matter of finding 
the next suckers .... 

"I would think the Gulf, or the Middle 
East more generally, would be the place to 
look for something along these lines to hap­
pen in the period ahead. And the trick this 
time is that another 'Desert Storm' would 
be very difficult for the Americans to pull 
off, so the thing to look for this time around 
is: What will the Israelis do?" 

• ISRAEL is scheduled to launch 
its first space satellite for espionage 
missions shortly, spokesmen for mil­
itary intelligence said. The Israeli Ar­
my's chiefinteIligence officer, Maj. 
Gen. Oren Shachor, said that the OF­
EK-3 satellite "will have an outstand­
ing impact whe~ we have to deal with 
non-convention,l weapons, and I see 
in it something tjhat will move Israeli 
intelligence up ~ notch." 

• ONLY 19% OF SCOTS want to 
preserve the 1707 "union" with Brit­
ain, according t~ a poll carried out by 
the daily The Scotsman and Britain's 
ITN TV station. The poll found 50% 
of the Scots in favor of full sovereign­
ty and independence from London, 
and another 27% for significantly in­
creased autonomy. 

• THE TRILATERAL Commis­
sion will hold I its annual plenary 
meeting this year in Lisbon, Portu­
gal, April 25-27. The group was 
founded by David Rockefeller, and 
its directors h~ve included Henry 
Kissinger and ~igniew Brzezinski. 
The principal thtmes this year will be 
the economy, stcurity, and "migra­
tion." The taski force on migration 
will be headed: by Robert Hormats 
of Goldman Saqhs investment bank, 
and Antonio Garrigues Walker of 
Spain. : 

• ARGENTI$E President Carlos 
Menem, responcjling to a request from 
Edgar Bronfman, head of the World 
Jewish Congre~s, decreed that on 
Feb. I, the files of the Argentine gov­
ernment on the status and where­
abouts of all kn<)wn Nazis who came 
to Argentina af~r the war, would be 
made public. 

• THE FORMER SOVIET Ar­
my's military ip.telligence arm, the 
GRU, is still working intensively in 
Germany now, a senior intelligence 
expert told Gepnan journalists in 
Bonn on Feb. 4, The main emphasis 
of the espionagt activity is now the 
high-technology industrial sectors, 
such as electronics, sensors, lasers, 
and telecommuQ.ications. 
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LaRouche on TV: Voters 
listened to the wrong people! 
by Brian Lantz 

This is not to be a normal election year. Lyndon LaRouche 
may be the only viable Democratic candidate by the time of 
the national Democratic Party convention in New York in 
July. While the reader may not consider this to be convention­
al wisdom, it is true. To a blindsided American political 
establishment, the remaking of American politics in the com­
ing months will occur as if by magic. 

On Feb. 1, the "LaRouche In '92" campaign achieved a 
tremendous political and intellectual victory. In its half-hour 
nationwide broadcast on the ABC television network, the 
LaRouche broadcast received a higher Nielsen rating and 
captured a larger share of the viewing audience than the 
much-publicized Democratic roundtable "debate" on the Fri­
day night preceding, reaching well over 2 million homes. 
The response of the man on the street, as seen in a gridding 
of reports from across the nation, has been extraordinary. As 
a retired machinist in Los Angeles exclaimed, "It was great. 
I called a lot of people. The people now know the history of 
what he says. It was great! Hot dog!" 

Highly accurate forecasts 
The broadcast distilled 10 years of LaRouche's record on 

economic and foreign policy, his 1980 accurate forecasts of 
the impact of the Federal Reserve's high interest rate policy, 
and the drive for deregulation started by the Carter adminis­
tration which destroyed the industrial heartland of America. 
It reviewed the forecasts made by LaRouche on the im­
pending economic and financial disaster, at a time when 
Ronald Reagan and George Bush were telling Americans that 
they were living through a period of unequaled prosperity, 
and LaRouche's May 1987 forecast of the October 1987 
stock market collapse. The announcer directly challenged the 
viewer, "Do you think that President Bush has been listening 
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to the wrong people? No! You, the American voter, have 
listened to the wrong people." . 

On foreign policy, LaRouche's record was again con­
trasted to that of his opponents. Footage from LaRouche's 
Oct. 31, 1988 Berlin press conference, given two years be­
fore the reunification of Germany, was shown. There 
LaRouche stated, "The time has come for steps toward the 
reunification of Germany, with the obvious prospect that 
Berlin might resume its role as the nation's capital." 
LaRouche predicted that the economic crisis in the Soviet 
Union would bring about its demise. He urged that the United 
States "act to establish Food for Peace agreements, with the 
goal that neither the people of the Soviet Union, nor the 
developing nations, shall go hungry." Compare that to 
Bush's geopolitical schemes that would place the former 
Soviet Union and East bloc under the International Monetary 
Fund and bring about chaos and a new strategic threat. 

Footage of LaRouche's November 1988 nationwide 
broadcast showed LaRouche standing in front of a map of 
the Balkans predicting the disintegration of the area, includ­
ing the breakup of Yugoslavia. As one Hungarian-American 
said, ''I'm inspired that Mr. LaRouche has a handle on the 
fishy business that is shaping up in the Balkans. He knew 
that the Anglophiles intended to redraw the map." 

In regard to Ibero-America, LaRouche's 1981 proposal 
for a "debt bomb" and Ibero-American economic integration 
was counterposed to the scheme "to loot the indebted na­
tions," the usurious policy of ~'Kissinger's New York bank­
ers" carried out against the developing countries of Ibero­
America and Africa. 

LaRouche's call for the nationalization of the Federal 
Reserve, the only basis for rebuilding basic industry and 
infrastructure, was outlined as the means to put 6 million 
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Americans back to work, rebuilding the American and world 
economies. This elicited some of the strongest responses 
from viewers. From a Maryland building trades union offi­
cial: "Why don't the other politicians talk like him? I guess 
they all get their money from those bankers he was talking 
about. That deal about the National Bank, does that mean it 
will put the big New York banks and world banks out of the 
business and the government will run all the banks? Explain 
to me again how the credit can get into the hands of the 
worker." 

Feared by the establishment 
LaRouche is the only U.S. statesman feared enough by 

the Anglo-American establishment that they had him jailed. 
Since LaRouche was jailed just over three years ago, the 
broadcast emphasized, only days after the inauguration of 
George Bush, the United States has gone from economic 
decline into "the mudslide" of financial collapse, is unable 
to meet the most elementary needs of its own people, and is 
unable to provide the economic assistance needed by the 
newly emerged nations of eastern and central Europe and the 
emiserated countries of the developing sector. Footage of 
Bush's failed trip to Japan in January underscored the pathet­
ic and insane nature of the Bush administration's attempts to 
clobber the Europeans and Japanese, as the U.S. depression 
worsens. 

The broadcast, the first of a projected ·series, appeared 
one day after the first of a series of 10 full-page ads appeared 
in the Washington Times. The series, entitled "LaRouche 
Was Right," began with "On The Financial Crisis." The 
second, "On the Water Crisis," outlines a program of water 
infrastructure projects to meet urban, industrial, and agricul­
tural requirements. Featured are nuclear desalination and the 
immense North American Water and Power Alliance (Nawa­
pa) project to bring water from Alaska. The third of the 
series will outline a high-technology approach to solving the 
transportation crisis, including the rebuilding of the nation's 
railroads utilizing maglev technology. In short, LaRouche 
and his policies are again before the American people. 

Simultaneous with these interventions through television 
and newspapers, LaRouche's campaign organization is wag­
ing an increasingly successful state-by-state fight for ballot 
status, against the very "secret government" that jailed the 
candidate. Despite every road block, LaRouche has qualified 
for the ballot in 14 of 38 presidential primary states: Missis­
sippi, South Dakota, Rhode Island, Massachusetts, New 
Hampshire, Minnesota, Colorado, Louisiana, Maryland, 
West Virginia, Oklahoma, Texas, Michigan, and South Car­
olina. LaRouche is soon expected to secure ballot status in 
Kansas, Arkansas, New Jersey, Pennsylvania, Alabama, 
Nebraska, North Dakota, Ohio, and Washington State. Other 
states will follow. 

The millions of dollars being spent to stop the campaign 
underlines the threat a LaRouche presidency represents to 
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the Anglo-American establishment, a point not lost on angry 
voters. At the moment ofthis writing, legal fights for ballot 
status are occurring in Connecticut, Wisconsin, Illinois, and 
Florida. 

The LaRouche campaign battle with the corrupt Federal 
Election Commission is also continuing. By the FEC's own 
admission, LaRouche qualified for federal matching funds 
more than a month ago. CommissiOn members know that 
their continuing illegal denial of matching funds could cost 
LaRouche ballot status in states such as California. The 
LaRouche in '92 campaign appealed the FEC's initial decree 
and will go to court if necessary . 

Bush on his way out? 
Only months ago, following the Iraq war, the establish­

ment's 1988 presidential pick, George Bush, seemed assured 
of easy re-election. No longer. At the core of the American 
media attacks on Bush is his recognized failure to "manage" 
the financial and economic crisis. The breakdown of GAIT 
and the North American Free Trade Agreement negotiations 
has led to a public rupture of the consensus which placed 
Bush in the White House in 1988. The President's State of 
the Union address on Jan. 28 was a political failure, aside 
from its economic incompetence. 

And what about the Democrats? As an Arkansas house­
wife put it, "I really want him [LaRouche] to give these 
hypocrites a run for their money and ask them, 'Okay, what 
are you going to do now, just stand there and look pretty?' " 

In a recent poll of voters in New Hampshire, home to the 
first presidential primary Feb. 18, eighty percent of voters 
polled did not want to vote for any of the "major" candidates. 
As if to underscore the point, a recent AP wire from New 
Hampshire reported that the chairman of the state Democratic 
Party was about to lose his home due to overdue mortgage 
payments. 

Bush is fading fast and no one wants a Bush Democrat. 
The Versailles system, put in place at the end of World War 
I and carried forward through World War II and Yalta, has 
come undone. The world will not be the same. As LaRouche 
stated just before President Bush's State ofthe Union fiasco, 
"What George Bush's administration does not seem to under­
stand is that as long as it pushes a free trade, or 'shock 
therapy' program as it's sometimes called, in eastern Europe, 
a recovery of the U. S. economy froIll its present depression 
is impossible; and, I would emphasize, a recovery from the 
U.S. economy's rapidly deepening depression. 

"As long as the United States insists on subjecting the 
rest of the world to that crazy fascist Milton Friedman's 
idea of free trade, the United States itself has no chance of 
recovery. 

"You know what it says in the Bible about 'Do unto 
others as you would have them do unto you,' and I would 
add to that, 'Watch that what you are doing to others, you 
are not doing to yourself.' " 
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Profile: Tom Harkin 

The fat cat populist 
backed by big money 
by Kathleen Klenetsky 

Sen. Tom Harkin's claim that he is the only "true Democrat" 
running for the presidency has to be one of the biggest frauds 
of the 1992 campaign. 

True, the senator from Iowa enjoys high marks from the 
liberal interest groups, including Americans for Democratic 
Action and the American Civil Liberties Union (ACLU). 
True, he comes from a working-class background, and has 
managed to sell himself as a friend of labor and the family 
farmer. And true, his standard campaign spiel is so full of 
allusions to the fat cats and the rich corporations, that the 
media have come to depict him as waging "class war" against 
the wealthy. 

But once you manage to get beyond his soak-the-rich 
rhetoric, what do you find? That Harkin is a demagogue who 
drapes himself in populist verbiage; who was put in Congress 
and then maintained there by some of the fattest cats around; 
and whose campaign program would not only fail to improve 
the lot of those he claims to represent, but would actually 
exacerbate the U.S. depression. 

Harkin was first elected to the House of Representatives 
in 1974, one of a group of "Young Turks" who benefited 
from Watergate's political fallout. Supposedly, Harkin won 
because of his opposition to the Vietnam War and because 
of his populist economics. A much more influential factor 
was socialite George Plimpton, scion of New York "old mon­
ey," who personally campaigned for Harkin in Iowa, while 
raising huge contributions to the campaign from his wealthy 
friends back East. 

Since then, Harkin has had no trouble tapping into lucra­
tive campaign funding sources, notably the pro-Israel lobby. 
Harkin has the dubious distinction of receiving the third 
largest contribution from AIPAC (the American-Israel Pub­
lic Affairs Committee) in the 1990 election-a whopping 
$245,500. In his first, successful, run for the Senate, in 1984, 
Harkin received over $100,000 from AIPAC. 

Harkin has given AIPAC an excellent return on its invest­
ment. Although he made a name for himself as a "human 
rights" advocate during his freshman term in the House by 
sponsoring the Harkin Amendment, which tied U.S. foreign 
aid to a recipient country's human rights behavior, Harkin 
has had nothing but kind words for Israel, despite its brutal 
treatment of Palestinians. Last summer, Harkin declared that 
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Israeli settlements on the West Bank were not an obstacle to 
peace and that the very idea that they might be "is ridiculous 
on its face." "The biggest obstacle is the lack of any will on 
the part of other countries to take off the boycott and sit down 
and negotiate with Israel," he claimed. 

Harkin has been raising hefty chunks of money for his 
presidential campaign from the AIPAC network, as well as 
from the degenerate Hollywood set, including Roseanne Barr 
and Ed Asner. Christie Hefner of Playboy Enterprises, that 
great purveyor of the traditional family values Harkin says 
he will protect, has also contributed. 

Harkin's links to the power elite have been strengthened 
by his wife, Ruth, through her work for the firm of Akin, 
Gump. One of the three top law firms in Texas, Akin, 
Gump's Washington office, where Mrs. Harkin works, was 
headed by Robert Strauss, the wheeling-dealing former Dem­
ocratic National Committee chairman, until George Bush 
appointed him ambassador to Moscow. 

No energy, no doctors 
If anything demonstrates Harkin's dismal lack of qualifica­

tions to run the country, it's his policies. Harkin says he will 
solve the country's economic woes by cutting the U. S. military 
budget by 50%, using the savings to invest in public works 
and infrastructure, while simultaneously launching trade war 
against U.S. trading partners in Germany and Japan. 

While cutting the defense budget may sound appealing, it 
is a non-solution, which will shut down industries wholesale, 
throw millions out of work, and undercut one of the few 
institutions in the country which supports advanced scientific 
research and development. Harkin's tough talk on trade is 
just as bogus: Unless the United States starts investing in its 
plant and equipment, as the Japanese and Germans have, 
there can be no economic recovery, no matter how much 
"Jap-bashing" goes on. 

What makes Harkin's avowed commitment to reviving 
infrastructure and industry especially questionable, is his re­
cord on the environment. Harkin has supported nearly every 
key "environmental" measure, no matter how detrimental to 
human welfare. According to aide Sandy Thomas, Harkin 
opposes removing any of the environmentalist-imposed bar­
riers to nuclear power-an essential component of a thriving 
economy-nor will he urge an increase in the paltry U.S. 
contribution to fusion research. Instead, says Thomas, "The 
senator believes that we should emphasize conservation and 
alternative energy sources." 

The same could be said for Harkin's vow to provide 
health-care coverage to every American. Despite that noble 
promise, his performance in the Jan. 31 Democratic presi­
dential debate on PBS television made it clear that to him, 
health-care reform means strict controls on cost and medical 
technology. Harkin insisted that we must "reduce unneces­
sary medical procedures," by resorting to "lower cost provid­
ers like nurses" and "home care." 
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Does Bush support 
drugpeacenik Friedman? 
by Jeffrey Steinberg 

The Drug Policy Foundation, possibly the most well-heeled 
lobby for dope legalization in the United States, has named 
extremist economist Milton Friedman-the darling of the 
"Reagan Revolution" and the Republican Party's free trade 
wing-as the winner of its 1991 Richard J. Dennis Drug­
peace Award for Outstanding Achievement in the Field of 
Drug Policy Reform. 

The award, which includes a check for $100,000, was 
issued to the University of Chicago guru at the Drug Policy 
Foundation's fifth annual convention in Washington, D.C. 
Nov. 13-16, 1991, and was trumpeted in recent full-page ads 
published in the New Republic, National Review, andReason 
(sic) magazines. 

This latest blatant reminder that Friedman's notion of 
"economic freedom" means freedom for organized crime, 
not for honest citizens, ought to prompt some sharp questions 
from voters to George Bush in his reelection campaign. After 
all, the President has made no bones about the fact that his 
"new world order" is a policing plan for such Friedmanite 
economic-warfare schemes as the General Agreement on 
Tariffs and Trade (GATT) and the North American Free 
Trade Agreement (NAFTA). 

The voice for 'legalizing drugs' 
In a press release announcing the award, the dope lobby 

group wrote of Friedman: "For over two decades, Professor 
Friedman has been a leading and powerful voice for ending 
drug prohibition and legalizing drugs. In 1972, while Presi­
dent Nixon was engaging in his war on drugs, Dr. Friedman 
wrote in Newsweek: 'Prohibition is an attempted cure that 
makes matters worse-for both the addict and the rest of us. ' 
In 1989, after drug czar William Bennett announced his drug 
war, Dr. Friedman wrote to him in the Wall Street Journal: 
'I know you. . . must be as revolted as I am by the prospect 
of turning the United States into an armed camp, by the vision 
of jails filled with casual drug users, and of an army of 
enforcers empowered to invade the liberty of citizens on 
slight evidence.' " 

In its 428-page primer arguing for dope legalization, New 
Frontiers in Drug Policy, the Drug Policy Foundation re­
printed a March 7, 1991 article by Friedman in the Wall 
Street Journal. In that article, Friedman made the argument 
that the leading cause of drug-related violence in America is 
the war on drugs. Taking homicide statistics and statistics on 
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the number of people sent to jail, Friedman argued that both 
statistics skyrocketed during periods when there was a seri­
ous war on drugs undertaken by the federal government: 

"There seems little doubt that th!e war on drugs is the 
single most important factor that produces such drastic in­
creases. Even if only half the effect is attributed to the war 
on drugs, 5,000 extra homicides a year and 45,000 extra 
prisoners is a high cost, and that price does not include the 
lives lost in Colombia, Peru, and elsewhere, because we 
cannot enforce our own laws, or the lives lost through adulter­
ated drugs in a black market or the culture of violence, disre­
spect for the law, corruption of law enforcement officials, 
and disregard of civil liberties unleashed by the war on 
drugs." 

Bush did not 'say no' 
The Reagan-Bush slate won election in 1980, in part 

because most Americans were disgusted with the drug lob­
by's flaunted power in the Carter White House. Right after 
the election, the Drug Policy Foundation shifted its strategy 
from the direct drive for legalization. They targeted the new 
administration's weakness for laissez-faire economics to 
make the war on drugs appear "unwinnable" and pave the 
way for surrender. The record shows that this was a strategy 
George Bush-both as Reagan's WaIl on drugs honcho, and 
as President--could not "just say no", to: 

• Last summer, when the Colombian government of 
Cesar Gaviria cut a sweetheart deal with the Medellin Cartel, 
ending an extradition treaty with the United States that had 
been one of the few effective weapons in the anti-drug arse­
nal, President Bush raced to embrace the sellout as a 
"victory." 

• Late in 1991, after the majority of senior staffers of 
the President's White House Office on Drug Abuse Policy 
either quit or were fired, evidence SUrfaced that drug czar 
Robert Martinez had turned the heavily budgeted office into 
a Bush reelection outpost. In the President's State of the 
Union message, even more funds wete promised for the war 
on drugs effort. 

• Even the most doctored federal government statistics 
reveal that the United States is being flooded with high­
grade heroin, arriving not only from the Golden Triangle of 
Southeast Asia, but now from South America as well. 

• The biggest supposed victory of the Bush "war on 
drugs" was the December 1989 invasion of Panama, a blatant 
violation of international law which was justified to---and 
accepted by most-Americans as an action to arrest an al­
leged drug kingpin, Gen. Manuel Antonio Noriega. Yet two 
years later, as the U.S. military OCCupation persists, even 
many who cheered for the invasion admit that drug trafficking 
through Panama has increased. 

We think candidate Bush should be called upon to de­
nounce the free-market drug paradise of Friedman and his 
extremist backers. The reply should ~ interesting. 
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Bush defense cuts expose rOitten 
state of u.s. industrial base 
by Leo F. Scanlon 

The Bush administration has presented a defense budget to 
Congress which threatens to throw the U.S. defense industry 
into a "free fall" of shutdowns, and promises as many as 2 
million layoffs, if the proposed cuts in weapons procurement 
are enacted. The administration budget contains cuts which 
will produce a 4% per year decline in spending from now 
through 1997, with a cumulative 37% drop in spending from 
1985 levels. The chief feature of the plan is a proposal to 
restructure the weapons acquisition system by closing down 
production lines, while spending more money on research 
and development. The scheme would sever the relationship 
between the weapons production lines and the research and 
development laboratories, a radical experiment which will 
gut what remains of the U. S. defense industrial base. 

Former Reagan Defense Department official Fred Ilde 
has for years advocated this approach as a means to deter the 
government from fostering U. S. industrial capabilities. In 
an article written for the Washington journal The National 
Interest (Winter 1992 issue) Ikle described the strategy he 
hopes the budget approach will dictate. Ikle proposes that the 
United States make a strategic alliance with the Russian 
Army in order to control the spread of weapons technology 
in the Third World. Ikle's thesis rests on the pessimistic 
assumptions that the United States has little to offer the world 
except its military expertise, and that "economically, Russia 
is a supplicant" and is likely to remain one for some time; 
therefore the two countries must find the basis for alliance in 
joint military police operations, not on the common ground 
of economic development projects. 

An unnamed spokesman for a Washington, D.C. think 
tank told the Washington Times that this concept is further 
premised on the belief that Europe and Japan (which Ikle 
categorizes as "northern hemisphere" nations with interests 
identical to those of the United. States and Russia) share these 
assumptions, and "are cognizant that the principal threat to 
world peace lies with 16 developing nations with missile 
capability that is bound to achieve intercontinental range, 
nine of which are developing nuclear weapons, which have 
scores to settle among themselves-and with the First 
World." 

Bush administration officials lent credibility to the strate­
gies of Ikle and his co-thinkers at the Center for Strategic and 
International Studies, by preceding their budget announce-
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ment with carefully placed leaks about a new Pentagon tar­
geting scheme, which would aim the remaining U.S. nuclear 
weapons at a smorgasbord of targets comprising "every rea­
sonable adversary." Despite State Department efforts to put 
out the firestorm of opposition this notion ignited in Japan and 
elsewhere, Ikle's proposals will exacerbate the conditions 
which create potential enemies for the United States, and will 
keep erstwhile allies busy watching their backs. 

Huge cuts planned 
While few dispute the appropriateness of closing expen­

sive or outmoded weapons plants, the collapsed state of the 
U.S. economy makes any loss of industrial employment a 
charged issue. Earlier efforts by Defense Secretary Richard 
Cheney to cut procurement accounts met resistance for this 
reason. The new proposal is confronting Congress with the 
reality that no defense budget of any size can substitute for 
an economic recovery package. 

The cancellation of many weapons systems is the result 
of the demise of the Soviet empire, and in many other in­
stances-ICBMs and tactical nuclear missiles, for exam­
ple-the weapons are ones which will soon be outmoded by 
developments in defensive t~chnologies. In recognition of 
the national support for strategic defense, the administration 
continues to propose increases in SDI funding, and this year's 
paltry request of $5.4 billiOin makes it one of the largest 
weapons programs in the budget-up 4% over last year's 
request. Unfortunately, that is 23% over what the Congress 
actually allocated. 

Major program terminations proposed in this budget in­
clude a variety of aircraft improvements and upgrades, some 
related tactical weapons and missiles, and some strategic 
missiles, such as the rail garrison Peacekeeper ICBM. The 
Department of Defense (DoD) has cut or has requested can­
cellation of the Apache Helicopter, the M-l tank, the Trident 
submarine, the F-14D, F-15, and F-16 fighters, the naval 
Advanced Tactical Fighter (ATF), the Airforce A-12 and 
A TF, and the Peacekeeper missile. 

Weapons programs which will be "mothballed" (halted 
at the prototype stage, or at minimal rates of production) 
include: the B-2 bomber and related Stealth programs, the 
SSN-21 submarine and related technology, the Comanche 
helicopter, ICBM guidance system upgrades, a variety of 
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missiles, and the ADATS Air Defense System and technolo­
gy, various targeting and sensor systems, and the Block III 
tank (M-IAI replacement). 

The driving consideration in the cuts is the estimated 
$42.1 billion which will be saved by 1997. Cheney hopes that 
these savings will allow the Pentagon to plan for manpower 
reductions which will be limited to 25% of the 1987 force 
levels. The relatively large standing army the administration 
proposes will need every penny of the sealift and airlift funds 
in the budget, and will come into conflict with congressional 
preferences for a greater expenditure on military reserves and 
National Guard units. 

Hamiltonian policies needed 
The issue which is causing the greatest consternation 

among defense specialists is not the sheer magnitude of the 
industrial layoffs the cuts will cause, but the much more 
problematical idea, that it is possible to maintain a healthy 
research and development capability without actually pro­
ducing any weapons systems. "The idea is impractical and 
dangerous," Michael Burch, a McDonnell Douglas spokes­
man who represented the Weinberger DoD, told the New 
York Times. A Northrup representative pointed out that "in 
the short run it can work, but in the long run it can't. If you 
don't put what you do into practice, you lose the ability to 
do it. You can put blueprints on a shelf and databases in a 
computer, but it's not practical to put talent on hold." 

Despite the fact that congressional hearings held two 
years ago pointed to the inherent dangers in this approach­
not the least of which is the fact that a spending plan which 
allocates billions of dollars to develop weapons which are 
never produced has an "Alice in Wonderland" look to the 
average voter-the Bush administration is fanatically com­
mitted to this policy. 

Several months before the budget came out, the Pentagon 
released a report on the defense industrial base prepared for 
the Congress. The report reflected the "free trade" theology 
worshiped in the White House, and suggested that defense 
industries would be able to survive in an era of reduced 
procurement by diversifying into commercial production. 
The head of the Aerospace Industries Association (AlA) re­
sponded that "the industry has learned the hard way that high­
tech labor and facilities are not readily adaptable to low-tech 
consumer products. The history of our industry is replete 
with examples of failed attempts to do so." The problem is 
even more severe in the specialty electronics industries, 
where "defense companies that have ventured into the com­
mercial market have met with dismal and costly failure across 
the board," Loral executive Bernard Schwartz told u.s. 
News and World Report. And it is not only the main contrac­
tor production lines that are threatened. The shutdown of the 
Seawolf submarine program, for example, will endanger the 
makers of specialized small nuclear reactors which power 
the ships, and such "ripple effects" will destroy an entire 
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layer of high-tech shops which do the 'most innovative engi­
neering in the world. 

Then there is the erosive effect that congressionally man­
dated cost-accounting reforms have had on the defense R&D 
establishment during the 1980s. The firms that built proto­
types and entered bidding competitions during the Reagan 
years financed their enormous R&D! expenditures by bor­
rowing heavily, whether they won the production contract or 
not. Now, says the AlA, "Our industry is not making a 
fair return on its investments. Profits, on defense work are 
declining below a reasonable level; debt is increasing, invest­
ments in capital equipment and R&D are declining. Clearly, 
the government cannot continue to expect industry to help 
finance defense R&D and production.;' 

The Bush administration record on this point is brutal. De­
spite lavish expenditures to support th~ thieves and swindlers 
who run the banking system, any official who suggests govern­
ment support for industry or manufacture is routinely purged. 
Worse, advocates of the new defense s~tegy, typified by pe0-

ple like Fred Ikle, do not even have:a clue as to how the 
American technology base was created in the first place. 

In March 1990, Ikle testified to a Senate committee, 
where he previewed the current plan to deindustrialize the 
defense sector, and defended his policy of refusing DoD 
support to the machine tool industry, ~ven though competi­
tive pressures and inadequate credit drove it out of the coun­
try. He sneered that "this does not mean that we should 
institute what is sometimes called an industrial policy. . . . 
Anyone who thinks that is a good idea should visit the indus­
tries in Romania or Poland or East Ge~any." 

He was countered by fellow pane_ist Hans Mark, a de­
fense scientist who currently serves· as Chancellor of the 
University of Texas System, who poilnted out that Ikle had 
confused communism with the American System. The most 
successful high-tech export ever produced by American in­
dustry-the modem jet aircraft-i~ e.,tirely a product of an 
"industrial policy" which began with the establishment of the 
National Advisory Committee for Aeronautics (later called 
NASA) in 1915. "I am an advocate of Hamiltonian econom­
ics," says Mark. 

As Democratic presidential contender Lyndon 
LaRouche, the principal spokesman for such Hamiltonian 
economics, said on Jan. 12, if you demobilize the U.S. aero­
space sector, you will never be able to put it back together 
again, and "the United States will 10$e-together with the 
key laboratories and so forth-the large core of its entire 
technological capability. . .. So, I would keep the thing 
going. Convert its product output, but maintain its R&D 
capability especially, and a producti~n facility tied to the 
R&D capability. Keep together the essential cadres; rather 
than shutting them down to 'save monqy,' convert their func­
tion to related products which are, shal~ we say, non-military. 
... Use part of that sector for high..,speed rails, magnetic 
levitation, various projects of that type." 
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New Evidence on 'October Surprise' 

How President Carter's hostage 
negotiations were sabotaged 
by Edward Spannaus 

The following is adapted from an EIR Special Report on the 
"October Surprise" to be published in February. 

Another piece of the "October Surprise" puzzle, the allega­
tions that the Reagan-Bush 1980 campaign conspired to delay 
the release of Americans held hostage in Iran until after the 
election, has fallen into place. 

In late November, the FBI released portions of its files 
on Iranian banker and gun-runner Cyrus Hashemi, who has 
been identified as a key figure in the October Surprise events 
which contributed to the defeat of Jimmy Carter in the 1980 
elections. 

The FBI files document the FBI's surveillance of Ha­
shemi and its investigation which led to efforts to prosecute 
Hashemi and former Republican Justice Department official 
Stanley Pottinger. The files provide powerful new evidence 
that Hashemi and Pottinger-a close friend of George 
Bush-did undermine the Carter administration's efforts to 
obtain a release of the American hostages before the Novem­
ber 1980 elections. 

Financial negotiations sabotaged 
But, contrary to what has been known heretofore, it ap­

pears that Hashemi's and Pottinger's sabotage occurred not 
primarily in their illegal shipments of arms and spare parts 
to Iran, but in their undercutting tpe financial negotiations 
between the Carter administration and Iranian leaders. The 
financial negotiations revolved around two critical issues: the 
$12 billion in Iranian government assets in U. S. banks which 
Carter had ordered frozen in November 1979, and Iran's 
hopes to recover the property and wealth of the late Shah­
which Iran apparently estimated to be worth about $10 bil­
lion-in the United States. 

While former National Security Council staffer Gary Sick 
and other writers investigating the October Surprise story 
have focused on Hashemi's role with respect to arms and 
spare parts, it is likely that that was secondary, at least up 
through the elections. In the period before the 1980 elections, 
Hashemi and Pottinger were apparently able to shape the 
thinking of the Iranians on this issue-to the detriment of the 
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Carter administration. There: are sufficient indications, in 
the skimpy FBI records released to date, of Hashemi and 
Pottinger's duplicitous role with respect to the assets, that 
congressional investigators should make this a top priority. 

Shortly after the hostages Iwere first seized in November 
1979, Pottinger contacted the State Department, which ar­
ranged for Hashemi to come to the U.S. from London for 
discussions about the hostage crisis. Hal Saunders, former 
Assistant Secretary of State for Near Eastern Affairs, has 
described his early meetings with Hashemi and Pottinger as 
follows: 

"I had traveled secretly to·New York twice in November 
and December, for instance, to meet with a serious senior 
Iranian who had been broughtito Warren Christopher's atten­
tion by a high-minded Amerik:an lawyer who gave hours to 
keeping this relationship alive for the next year. The Iranian 
proposed a scenario revolvirig around searching out the 
Shah's assets and proposed a meeting with a member of the 
Khomeini family." 

Desire for the Shah's wealth 
After a second meeting With State Department officials 

in New York on Jan. 2, 1980; Saunders sent a memorandum 
to Secretary of State Cyrus Vance, reporting that: "Hashemi 
stated his view that Khomeini does not care about the person 
of the Shah. He is more intetested in a judgment about the 
Shah's regime which could lead to return of the Shah's assets 
to Iran. He spoke of using the money for housing or some 
other use for the Iranian people. M. [Mohammed a.k.a. Jam­
shid] Hashemi, representing Admiral Madani, also ex­
pressed strong interest in availability of spare parts for the 
Iranian military and a liftingiof the general assets freeze so 
industrial spare parts could begin to flow again to Iran." 

The outbreak of the Iralll-Iraq war on Sept. 22, 1980 
brought both the arms issue and the assets issue to the fore. 
The two were obviously closely related. There were enough 
sources willing to sell Iran anms on the international market­
especially the Israelis, probably with the encouragement of 
William Casey, Henry Kissinger, et al.-that the arms and 
spare parts issue receded iii importance as the elections 
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neared. The assets issue became central, as Iran's foreign 
exchange dwindled, due to its inability to sell oil on the 
international market, other impairments of trade due to the 
war and sanctions, and of course the freezing of about $12 
billion in liquid Iranian government assets held in U.S. 
banks. 

Negotiations between the United States and Iran had ten­
tatively resumed shortly before the war broke out. Up to that 
point, a big part of the problem had been the internal political 
chaos inside Iran, so that there was virtually no government 
with which to negotiate. Over the summer, the Majlis (parlia­
ment) was elected, with the radical Islamic Revolutionary 
Party (IRP) winning a majority of seats. The "students" hold­
ing the hostages were demanding that the Majlis decide the 
hostage issue, and that as part of any resolution, the Shah's 
wealth must be returned to Iran. On Sept. 9, the Majlis For­
eign Affairs Committee announced that the debate on the 
hostages would begin Sept. 13. On Sept. 12, Ayatollah Kho­
meini presented four proposed conditions for the release of 
the hostages. These were: 1) return of the Shah's wealth; 2) 
cancellation of all foreign claims against Iran; 3) that the 
U. S. guarantee no political or military intervention against 
Iran; and 4) that the U.S. end the freeze on Iranian assets. 

Khomeini did not mention a number of other demands 
which had been prominent up to this time: aU. S. apology, 
reparations for U. S. "crimes" in the past against Iran, cessa­
tion of economic sanctions, or delivery of military spare 
parts. Carter administration officials took hope from the an­
nouncement of Khomeini' s four conditions. The meetings in 
Bonn, Germany on Sept. 15 and 17 between Christopher and 
Iranian representative Sadegh Tabatabai gave the administra­
tion further reason to believe that the crisis could be settled 
before the elections. 

Iran-Iraq war breaks out 
Three days after the outbreak of the Iran-Iraq war, Ha­

shemi received a telephone call requesting that he immediate­
ly come to London for meetings concerning the Majlis com­
mission. In a later conversation on the same day, apparently 
with someone from the Carter administration, Hashemi said 
that he expected to be a senior level adviser to the commis­
sion. His particular role was to be to assist on the issue of the 
recovery of the Shah's wealth. 

Hashemi then recommended that the administration 
should say that it could help Iran with the recovery of the 
assets. If the person he is talking to has a chance to bring it 
up with "the Secretary or the President, " Hashemi said, "You 
can safely say that there are areas that you feel that you can 
help as far as the recovery. That has never been said. I think 
that's gonna be a tremendous gesture. You're not committing 
yourself to anything, you can, you know, within the legal 
system of this country .... I'll tell you from a professional 
point of view, as a banker, as I have went over it with [de­
leted] has made his investigation, there is some chances of 
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us pinpointing certain things in this country and discovering 
certain things, and even though they might be token ... 
compared to the total picture but they can be very helpful to 
the United States and Iran's relationship showing that, in 
fact, you're doing that. Now, I don't know where this would 
come in ... in the Secretary's remark or the President's 
remark but something like that could be safely said." 

The evidence in the F~I files suggests that Hashemi, 
with Pottinger's guidance, had maneuvered himself into a 
situation where he could play an important role in influencing 
and shaping the Iranian negotiating position up to the Novem­
ber elections and thereafter. A few weeks after the elections, 
Hashemi said that he believed that the Iranian government 
was "basing everything" on the report that Hashemi and [de­
leted] had made on the Shah's assets. 

In a later conversation reported by the FBI, Hashemi said 
that he had provided four reports for the Majlis, which dealt 
with the hostage situation and economic conditions in Iran. 
"One of the reports, dealing with the Shah's assets, was filed 
a couple of days before the so-call¢d committee made its 
recommendations concerning the conditions under which the 
hostages would be released. Hashe~i stated that one of the 
reports dealt specifically with the relationship between the 
resolving of the hostage situation and .Iran improving its eco­
nomic condition and/or crisis. Hashemi stated that his reports 
were instrumental in enlightening the Iranian leaders as to 
the economic plight." 

The FBI files show that Hashemi did in fact go to London 
for meetings over the weekend of Sept. 28-29. On Monday, 
Sept. 30, the Majlis announced that a seven-man commission 
would be formed to study the hostage issue, and on Oct. 2 
the seven members were named; the commission was headed 
by Bezhad Navabi, and was sometimes referred to as the 
"Navabi Commission." 

During October, rumors that a settlement was imminent 
abounded. The issue of the spare parts (for which Iran had 
already paid) disappeared almost totally from the discussion, 
while the issue of the assets became increasingly prominent. 
(In fact, the issue of the spare parts was never raised again, 
and was not even part of the final settlement.) 

During the second week of October, Iran sent a message 
to Washington requesting an inventory of all Iranian assets 
being held by the United States. Gary Sick says that this 
request was interpreted "as a veiled request for an accounting 
of the military equipment and spare parts" that had been 
seized by the United States. (Sick says that the request was 
interpreted as referring to military parts, because the U.S. 
government had already informed Iran of the status of its 
financial assets, but in fact, such an inventory was not provid­
ed until mid-January.) Therefore, on Oct. 11, a response was 
sent to Tabatabai, listing $150 million ofIranian-purchased 
military equipment being held by the United States. 

It seems likely this was a misinterpretation of the Iranian 
request. Many Carter administration officials (at least Gary 
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President Jimmy Carter campaigning for reelection in 1980 in 
New York. Cyrus Hashemi and his attorney Stanley Pottinger-a 
friend of George Bush-undercut Carter's ability to reach a 
hostage settlement before the elections . 

Sick) were probably focusing on an issue-the spare parts­
which was no longer an issue. It was no longer an issue 
because Iran was getting military parts and arms from other 
sources, particularly the Israelis and other sources arranged 
by operatives working for the Reagan-Bush campaign . What 
was at issue was something the Reagan-Bush campaign 
couldn ' t deliver: the $12 billion in frozen assets , plus whatev­
er portion of the Shah' s wealth the Iranians could hope to 
recover. If Iran had the money , it could buy the arms . Com­
pared to the billions of assets at stake, the $300 million or so 
of spare parts seized by the U. S. becomes rather insig­
nificant. 

Hashemi's double game 
On Oct. 21, 1980, Hashemi had a series of conversations 

in which he was clearly giving contradictory advice to the 
Iranian and U.S . governments . A former high-ranking State 
Department official , who examined the FBI reports at the 
invitation of EIR , concluded that from the evidence in the 
FBI files , it appears that Hashemi was giving "wildly incon­
sistent" advice to the Iranians and the Americans, respec­
tively. 

The date is particularly important, because it was right at 
that time that the Iranians announced quite clearly that they 
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were not in need of spare parts from the U. S. , and that they 
would not negotiate a deal prio I to the elections. It was also 
about this time that Hashemi a d Pottinger began arranging 
clandestine shipments of small amounts of military equip­
ment to Iran. 

An FBI teletype reports that 0n Oct. 21, Hashemi "placed 
a telephone call to Iran to conv11 erse with Hashemi Rafsan­
jami" (sic), and continues: 

"Hashemi introduced himse f as the chief of the Islamic 
Gulf Bank in New York before and after the revolution. 
Hashemi stated that he is workling with the revolution and 
that he has conducted an inve~tigation of the money and 
property of the Shah in the Unitbd States. Hashemi said that 
he had made contact with man~ banks in the United States 
and that he knew a lot of things Jbout the money of the Shah. 
Hashemi said that because he ha~ heard that maybe a decision 
was to be made on the release If the hostages, he wanted to 
tell Hashemi Rafsanjani that if the President of the United 
States wanted he could order t e freeze be discontinued on 
the assets of the Shah in the U I ited States. Hashemi stated 
he had checked and this was in accord with the civil law of 
the United States." According to the FBI summary, Hashemi 
then made arrangements to se d all his documentation on 
this to Rafsanjani via diplomatie pouch. 

The Rafsanjani conversati0r. was reported immediately 
to FBI headquarters from New r ork, but the later conversa­
tions of Oct. 21 were not transtpitted until a few days later. 
An Oct. 24 teletype summarized a later conversation, in 
which Hashemi reported that al few days earlier, Khomeini 
had gotten very angry about the possibility that he would be 
re-electing Carter if Iran came t an agreement with the U. S. 
on the hostages. However, Ra sanjani said this was a good 
time to do it. Rafsanjani then ~ot hold of Beheshti and they 
postponed the Majlis meeting until the next Sunday. Then, 
reports Hashemi, there was an,bther meeting on Oct. 21 at 
which "there was a tremendous softening on the part of Kho­
meini." But, Hashemi reported , release of the hostages is 
unlikely before the elections: 'Khomeini may delay it 10 
days so it does not appear publ"cally [sic] that he had helped 
one or the other. " 

Then , Hashemi goes on to give advice to the Carter ad­
ministration: "Hashemi says th t thinks [sic] he (assumed the 
President) should not make cobments like he can unfreeze 
this or that and it worries him I ecause he is diminishing his 
negotiating powers , because tlley think he can do all these 
things. Hashemi does not belieJe all legal claims against Iran 
can be dropped because of th attachments of corporations 
such as USPER number 4 [Exxpn Corp.]." 

Here we have Hashemi telling Rafsanjani that the Presi­
dent has it in his power to unfre . ze the assets, and then telling 
the Carter administration that the President shouldn't say he 
can unfreeze the assets and tHat "they think he can do all 
these things." Well, of course they think he can do all these 
things: this is what Hashemi ha~ been telling them! 
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The stall 
On Oct. 22, Rafsanjani did in fact announce that the 

parliamentary debate would begin on Sunday, Oct. 26. On 
Oct. 23, Rafsanjani told Le Monde that the Majlis Special 
Committee would submit its report that day and then the 
debate would begin on Sunday. Rafsanjani also said that 
some of the conditions, such as the release of the frozen 
assets, can be fulfilled "on the spot." 

At this same time, arrangements were being made to 
send one of the reports that Hashemi and (deleted-probably 
Pottinger) had prepared to Iran. However, by Oct. 23, Ha­
shemi indicates he is not concerned about rushing the report 
to Teheran-which is what would be expected if he were 
trying to help the Carter administration. Instead, according 
to an FBI teletype reporting the Oct. 23 conversation: 

"Hashemi thinks the report need not be expedited. He 
had several calls today which reflect a conflict with various 
information and a release on Monday does not look good." 

The period from Oct. 21 up to the elections was the 
absolutely critical time period for the Carter administration 
if it were to obtain the release of the hostages in time to help 
Carter's re-election. We have seen, from the little bits of 
evidence in those FBI files which are disclosed, that Ha­
shemi's actions were more consistent with someone who is 
trying to sabotage the Carter administration's negotiations, 
than with someone who is trying to help. 

On the Iranian side, the stall was definitely on. On Oct. 
25, Ayatollah Khoini, the deputy speaker of the Majlis, said 
that "we are not in a hurry to release the hostages. We have 
no intention of helping Jimmy Carter in his re-election cam­
paign." 

The Nov. 2 conditions 
On Sunday, Oct. 26, the Majlis met for two hours and 

then adjourned until the next day. On Oct. 27, because of the 
boycott, the Majlis could not muster a quorum. Likewise on 
Oct. 30. The boycott continued until Sunday, Nov. 2---only 
two days before the U. S. elections. On that day, the MajIis 
approved the four conditions as set by the Special Commis­
sion. These conditions were simply an elaboration of the four 
conditions announced by Khomeini in September; no new 
demands were added: 

1) The U.S. must promise not to interfere politically or 
militarily into the affairs of Iran. 

2) The U.S. must unfreeze all the Iranian assets and 
transfer them to Iran. The President must declare the Nov. 
14,1979 freeze order null and void, and must cancel all court 
decrees blocking the assets. 

3) Cancel all economic and financial measures (i.e., sanc­
tions) and all claims against Iran, including all private claims. 

4) Return all property of the Shah. The U.S. President 
must identify these assets, freeze them, and transfer them to 
Iran. (A transcript of the commission report was printed in 
the New York Times, Nov. 3,1980, p. AI6.) 
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Upon learning of the MajIis conditions, President Carter 
responded that the conditions "appear to offer a positive basis 
for a resolution." But, Carter said: "There are several things 
in the list of conditions we cannot 'do. They've got some 
words like 'confiscate the Shah's property' and they demand 
that the U.S. government remove all private claims against 
Iranian assets. These are things we c$Ilnot do under our law, 
and they're not right anyway." 

Needless to say, it was too late fQr the Carter administra­
tion to make any concrete response to the demands. Between 
the delays in Teheran, and the Iranians' unrealistic demands 
with respect to the powers of the ~sident, Carter's hopes 
of re-election evaporated. 

I 

The 'persistent misundersta~ding' 
After the Majlis pronouncement ,of Nov. 2, it still took 

two and one-half months to work ou~ a final deal. Everyone 
involved in the negotiations agrees! that a major problem 
was the perception from the Iranian: side of what the U.S. 
President could do--both with respect to nullifying court 
orders and claims against the frozen' Iranian assets, and his 
ability to confiscate the Shah's propehy. 

The major obstacle to simply ret4rning the frozen assets 
was that numerous private claimants,had obtained court or­
ders of attachment to compensate for aebts owed or property 
seized by the Iranian revolution. (Un~er the Shah's modern­
ization program, U.S. corporations had invested heavily in 
infrastructural and industrial projects! in Iran. These proper­
ties were all seized after the fall of the Shah.) Ultimately, 
this issue was handed over to an intenllational claims tribunal 
for case-by-case resolution. 

John E. Hoffman, the New York ,awyer from Shearman 
and Sterling who led the "bankers channel" negotiating team, 
described the problem as follows: 

"There was a persistent misunder$tanding in Teheran re­
garding the ability of the President to nullify private U.S. 
claims and U. S. court orders of attachment. . . . I concluded 
that the Iranians were being inform~, by at least some of 
their advisers, that the U. S. court attachments could be readi­
ly expunged through executive action. The Iranian misunder­
standing of limits on U.S. executive power led them to mis­
judge the speed with which assets could be freed, even 
assuming aU. S. government commitment to take such a 
course." 

Unbeknownst to Hoffman and his team, Hashemi and 
Pottinger were two of the advisers Who were deliberately 
fostering this "persistent misunderstanding." It may not be 
irrelevant to this, that Pottinger had apparently told Hashemi 
that he might be appointed U.S. Attorney General in a 
Reagan-Bush administration, and in fact he was being con­
sidered for a high Justice Department post. And later on, 
despite the fact that the FBI wanted Ito indict Pottinger for 
illegal arms shipments, he was protected from indictment by 
the Reagan-Bush administration. 
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Reviews 

National Gallery videotape provides 
fine introduction to perspective 
by Bonnie James 

Masters of Illusion 
Produced and directed by Rick Harper 
National Gallery of Art, Washington, 1991 
30-minute videocassette. 

This 30-minute film issued by the National Gallery of Art as 
part of the special exhibit "Circa 1492: Art in the Age of 
Exploration," is a fine introduction to the science of visual 
perspective and the art of the Italian Renaissance. Using 
methods which have great appeal to adults and children, it 
demonstrates how the works of art are "constructed" to 
achieve the "illusion" of reality. Although the exhibit has 
now closed, the videotape (produced with funding from Can­
on U. S. A. and Canon, Inc.,) can be purchased at the museum 
shop for about $30, and will allow many to continue to enjoy 
some of the wonderful works of art and ideas that the exhibit 
illuminated for those fortunate to see it last fall. 

Surprisingly, the most delighted responses I observed 
were those of two boys, one 8 and another 13 years old, in 
two separate viewings. The older boy, usually very blase 
about anything remotely connected with "culture," found the 
film an enjoyable way to learn about art-which he refuses 
to be "lectured to" about. The younger boy's rapt attention 
to the film was punctuated by numerous exclamations of "oh 
boy!" and similar outbursts of enthusiasm. 

Vision and illusion 
The film-amiably and expertly narrated by James 

Burke, described in a press release as "Great Britain's fore­
most commentator on science and technology"-begins by 
showing some of the "special effects" used in a Hollywood 
fantasy film (these really get the kids' attention). Burke opens 
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by saying, "This is a film about vision and illusion," ex­
plaining how special effects "fool the eye" using basic tech­
niques employed 500 years ago by the Masters of the Renais­
sance who faced the same challenge as today's special effects 
artists; that is, how to make a flat picture appear three-dimen­
sional and believable-whether the surface be a movie screen 
or church wall or a canvas. Burke's narrative joins the techno­
logies of computer modeling and special effects used in film­
making, with the greatest works of Renaissance art, to con­
vincingly demonstrate the "new science of perspective" de­
veloped by the "Masters of Illusion" as the artist-scientists 
of the Renaissance are designated. 

Despite the magical-sounding title, this short film mod­
estly challenges several centuries of coverup of the intercon­
nectedness of beauty, art, and science imposed by the so­
called Enlightenment, and effectively buries the carefully 
constructed hoax of "art for art's sake." 

Burke announces that the film will examine the period 
between 1400 and 1550, described as the age when Coperni­
cus, who first hypothesized a heliocentric solar system, and 
Columbus, whose voyages of discovery were a project of the 
Renaissance,' were changing our understanding of the world, 
as Renaissance artists were changing how we see that world. 
"It was," he says, "a period of great artists, great discoveries, 
and great illusions." 

The Renaissance began in Italy 
As Burke informs us thatthe Renaissance begins in Italy, 

we are treated to a stunning vista of Florence, with the dome 
of the Cathedral of Santa Maria del Fiore towering over the 
city, a city filled with great works of art and architecture. 
The film footage of these works evokes the excitement of 
coming upon them in situ. Grand as this is for the first-time 
viewer, it is even more revealing for one who is familiar with 
standard still shots of these works from books and slides, 
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almost always seen "head-on" even if in reality they would 
not have been seen that way. The video camera recreates the 
process of reaching the "standard view" (and in most cases, 
the artist did intend an ideal position) as one of discovery. 
We see briefly some of those works of art: Botticelli'sAdora­
tion of the Magi, Ghiberti's "Gates of Paradise" on the Bap­
tistery. Burke reports that the dome of the beautiful Florence 
cathedral was designed by one of the principal innovators 
in visual perspective, Filippo Brunelleschi (1377-1446). A 
statue of Brunelleschi is shown, where he is seen designing 
a building with a compass. 

In 1413, some seven years before he began work on 
the great dome of the cathedral, Brunelleschi carried out 
an experiment which demonstrated the principle of linear 
perspective-the idea that parallel lines appear to converge 
at a "vanishing point" in the distance (the "railroad track" 
principle). Although this seems today like a very simple idea, 
it took centuries to develop a rigorous system to illustrate it. 

Next we see a painting by Giotto (1266-1337), known 
as the Father of the Renaissance, whose life is almost 
exactly contemporary with the life of another illustrious 
Florentine, Dante Alighieri. Giotto's fresco, a detail from 
the Legend of St. Francis from the Upper Church in 
Assisi, was painted in the last decade of the 13th century, 
and demonstrates how earlier painters relied on powers of 
observation to create depth; although parallel lines seem 
to recede in the distance, there is no scientific system to 
unify the illusion. Here, computer graphics are effectively 
employed to show how Giotto' s painting might have been 
composed employing the new technology invented by 
Brunelleschi more than a century later. 

Masaccio's'Trinity' 
The first painter to employ Brunelleschi' s science of per­

spective was the Florentine, Masaccio (1401-1428), who 
painted the extraordinary Trinity on the church wall of Santa 
Maria Novella in 1427. Burke reveals the Trinity to be the 
first known painting to demonstrate true linear perspective. 
Masaccio's fresco creates the illusion that the wall has been 
"broken through" to add a new room. The perspective lines 
converge downward from Christ's outstretched arms to a 
vanishing point at the base of the cross at the viewer's eye­
level so that he gazes up at the crucified Christ. The composi­
tion of intersecting upright and downward-pointing triangles, 
enclosed within a curved arch, suggests nested Platonic sol­
ids; thus, the mystery of the Trinity becomes transparent to 
man's divinely inspired reason, expressed through geometry . 
Pictured below the crucifixion is another trompe d' oei/-an 
open sepulchre seemingly carved into the church wall, with 
a human skeleton exposed within. Below the corpse are writ­
ten the words, 10 fu gia quel ehe voi siete e quel ch'io son 
voi aneo sarete ("I was once what you are, and that which I 
am, you also will be"), so reminding us of both our divine 
gift of reason, and our human mortality. 
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Burke notes that the science of perspective begins to show 
up around the same time in works of sculpture as well, such 
as Lorenzo Ghiberti's magnificent bronze reliefs of Old Tes­
tament scenes, known as the "Gates of Paradise" of the Flore­
ntine Baptistery . 

Even playful uses-including political satire, as we shall 
see later--of perspective are represented here. We next see 
a magnificent chamber of inlaid wood (intarsia) in the ducal 
palace at Urbino, arranged in such a way as to create the 
illusion of a deep landscape outside a window in a room filled 
with musical instruments, geometric objects, books, and so 
forth. The illusion, however, falls apart as the camera moves 
to a different "perspective" or viewin$ point. 

Linear perspective reaches a hig~ point of development 
in the work of another Florentine painter and mathematician, 
Piero della Francesca (1420-1492), whose studies ofprojec­
tive geometry are made intelligible bY' the film's use of com­
puter graphics. In Piero's great work, the Flagellation of 
Christ painted for the ducal court at Urbino ca. 1450, the 
precise meaning of which is still being debated after some 
500 years, there are two distinct scenes: one in the back­
ground, of Herod ordering the flagellation of a serenely calm 
Christ, while three oddly matched men stand in the fore­
ground, seemingly unmoved by the dl-ama being played out 
behind them. They are unified only by one coherent perspec­
tive, constructed according to precise mathematical rules, 
and by a bright, even light which unifies all the figures. 

Paolo Uccello (1397-1475) who, according to Vasari, 
the famous biographer of the greatest Renaissance artists, 
was often heard to exclaim, "Oh, what a sweet mistress is this 
Perspective!" constructed in two dimensions an uncannily 
accurate portrayal of a chalice-a tour de force of positive 
and negative curvature-in such a way that one is tempted 
to imagine that he must have used a computer! 

Burke also shows us a woodcut of St. Jerome by the 
German artist Albrecht DUrer (1471-1528), who traveled to 
Italy to learn the new science of perspective, probably from 
Leonardo himself. Here DUrer uses multiple vanishing-point 
perspective to create a complex reality within which the saint 
is surrounded in his study by the objects of a life of science 
and learning, his faithful lion as companion and protector. 

Leonardo and the science of vision 
Leonardo da Vinci (1452-1519), described as "scientist, 

inventor, musician, architect and painter," is said to have 
reexamined every aspect of his world. In his voluminous 
notebooks, many of which are preserved, we find his obser­
vations and studies revealing his utter fascination with sight. 
Burke informs us that Leonardo's goal was the understanding 
of the physiology of sight itself. Leonardo rejected the notion 
that light rays emanate from the eye-instead he argued that 
light enters the eye. Of course, he was right. 

Leonardo's treatment of light and shadow are illustrated 
using computer graphics to show how light falls on a sphere 
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"St. James Led to Martyrdom ," by Andrea Mantegna shows a brilliant use of an unusual perspective 
identify with the jailor' s humility as he looks up at the saint and begs him for forgiveness (Padua, 

Mantegnaforces the viewer to 
Church ; destroyed) . . 

and creates shadows on the object itself, as well as casting 
shadows, and how the shadows "model" the object. Leo­
nardo called this sfumato; in his notes on painting, Leonardo 
says that light and shade should blend "without lines or bor­
ders, in the manner of smoke." Burke notes that Leonardo ' s 
treatment of the area between light and shade becomes the 
means to create an even more convincing illusion of reflected 
light and illusion of depth. 

The Renaissance Masters then applied these techniques 
to a more complex form: the human face . The figure drawings 
of Michelangelo and Raphael for the frescoes in the Sistine 
Chapel are shown here. 

The Masters achieved even greater heights of illusion 
when using these principles in their paintings. Next we see 
Raphael's Transfiguration , which uses bold lighting ef­
fects-like those in a theater-to dramatize the action . Ra­
phael Sanzio (1483-1520) uses multiple perspective in this 
extraordinary work, where there are two simultaneous "eye 
levels," which place the "audience" in each of the two levels 
of the painting; each scene is composed in a "curved" space, 
the upper space where two prophets "rotate" around the cen-
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tral figure of Christ, and the space where the gestures 
and facial expressions of the w~tne:ssc~s of His transfiguration 
convey to us the miraculous of the moment. The two 
realities are unified by the r 
of the event. 

Leonardo's Mona Lisa is 
tration of the use of light and 
face where softened shadows 
ployed to shape the positive 
form . 

Atmospheric n""'r"r'''''''~1 

the most effective illus­
modeling in the human 

lWlArmllUJ) are masterfully em­
negative curvature of the 

Burke now turns to L~VJlq1\.'v ' s unique contribution to 

Leonardo to observe in his 
t,.rnr", ,.ri between the eye and 

to some extent, and if 
quantity, then the seen 

the color of the air." Leo-
atrno:sptlerl·c perspective," or 
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In his Madonna of the Rocks, Leonardo uses foreground 
colors that are warm, or red to yellow tones, which "advance" 
while the background becomes cooler, and has less contrast 
as it recedes . In the far background, blue mountains virtually 
"disappear into an evanescent , smoky haze. 

Playful uses of the art of illusion are found in "anamor­
phic" perspective, literally, producing unequal magnifica­
tions along two axes perpendicular to each other; Leonardo 
drew the first known anamorphic or stretched image in the 
1490s, however a German artist, Erhart Schoen, used ana­
morphic art to disguise double meanings within the images 
of a picture puzzle. He mixes portraits with scenes from an 
historical battle . The portraits lampoon certain royal person­
ages while contrasting them with the serious nature of war, 
thus giving a new twist to an art as old as government itself­
political satire. 

Dramatic perspective 
With the work of the Mantuan painter, Andrea Mantegna 

(1431-1506), a new form of perspective is born; using unex­
pected viewpoints, or what might be termed "dramatic" per­
spective, Mantegna shifts the "camera angle" or point of 
view (eye level) to establish his conception . In his St . James 
Led to Martyrdom, a fresco painting in the Eremitani Church, 
tragically destroyed in World War II , we find a brilliant use 
of this method. The young jailer in the foreground begging 
St. lames's forgiveness provides the motivation for the un­
usual angle; he forces himself to look up at the saint, the man 
whom he has kept imprisoned; Mantegna forces us to identify 
with the jailor's humility by placing us at ground level with 
the jailor. 

In a later painting, Mantegna places us at the feet of anoth­
er subject; but his time with even more powerful effect. Weare 
now at the feet of the dead Christ, dramatically and painfully 
confronted by Christ 's wounds. The point of view is stark and 
severe. Mantegna pushes the spectator closer than he wants to 
be, close enough to feel the coldness of death. 

But Mantegna can be playful too. In the ducal palace in 
Mantua, Mantegna is commissioned to paint a small ceiling 
and uses the opportunity to create another striking viewpoint. 
Characters look down on us from an imaginary circular open­
ing in the ceiling high above; they seem to be enjoying the 
view. They become the spectators, while we are now ob­
served. 

During the period known as the High Renaissance , the 
Masters begin to use techniques of perspective on a monumen­
tal scale, exploding the boundaries of architecture. In the Sis­
tine Chapel of the Vatican, reports Burke, Michelangelo cre­
ates figures larger than life who break through the boundaries 
of the ceiling into the heavens above. 

School of Athens 
With Raphael, we reach the pinnacle of the High Renais­

sance . In another part of the Vatican , we find the monumental 
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The portrait called "Mona Lisa, " Louvre) by Leonardo da 
Vinci, painted after 1500, is one of the masterful examples of 
the use of "sfumato, " a technique offJtpJ'ltul'l1' light and shade "in 
the manner of smoke" to create an even convincing illusion 
of reflected light and depth. 

works of the Stanza della Segnatura, Irrrn1/"pn 

of Athens, described by Burke as a of Raphael's 
time. Here we find portraits ofLeona~do, as Plato, symboliz­
ing the birth of western civilization; 0 the sculptor Michelan­
gelo as the pre-Socratic philosopher Heraclitus, looking 
somewhat "blocked" as he leans on a large cubic object in 
the foreground ; and back in the far rig t-hand comer, looking 
innocently and confidently out at the ~iewer, is Raphael him­
self. Also present, in the guise of t rchimedes teaching a 
geometry class, is Bramante, archite t and teacher of Rapha­
el in Rome, whose design for the nef Basilica of St. Peters 
is the model for the monumental aro itecture in the School 
of Athens. (The character "acted" tly Bramante, although 
certainly Archimedes, is often misid~ntified as Euclid.) 

Through this painting, suggests Burke, Raphael ensured 
that the Masters of the Renaissance ahd their visual achieve­
ments would not soon be forgotten. lIn fact , he concludes, 
they were to set the foundations of the ~isual arts for centuries 
to come. 
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Congressional Closeup by William Jones 

Senate group sees no 
Soviet 'brain drain' 
Recently returned from a trip to the 
Soviet Union with other senators, 
Sen. James Exon (D-Neb.) said in 
floor comments on Jan. 31 that the 
delegation found "no definite evi­
dence" of "atomic mercenaries or a 
brain drain of scientists to Third 
World nations" from the former Sovi­
etUnion. 

The assessment contradicted the 
press hype on the subject, although 
Exon did claim that all officials they 
met with were concerned that many 
scientists "may" be tempted by "lucra­
tive offers." Exon said that he gave 
President Yeltsin a 50-50 chance of 
surviving politically under present 
economic conditions. 

Greenspan says economic 
'erosion is stabilizing' 
Federal Reserve Chairman Alan 
Greenspan, testifying at his confir­
mation hearings for reappointment as 
Fed boss, told the Senate Banking 
Committee on Jan. 29 that there were 
"subtle signs" that "the erosion in the 
economy is beginning to stabilize." 
The sanguine Greenspan felt that no 
major fiscal stimulus package was 
necessary, but was confident that the 
economy would pick up on its own, 
"independently of what other fiscal 
policy moves the Congress chooses to 
make." 

Greenspan opposed any interven­
tion into the workings of the market. 
"My only concern about fiscal policy 
moves is that it is very easy to overdo 
them, and I think we have sufficient 
experience of overloading the system, 
which suggests to me that we have to 
be quite careful," said Greenspan. 

Greenspan said that the alleged 
shortage of credit, despite the Fed's 
cut in the interest rate on Dec. 20, was 
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beginning to "flatten," but that banks 
were wary to increase loans until they 
were confident that the loans they had 
on their books would stop hemorrhag­
ing. Greenspan praised the adminis­
tration's "stimulus package" because 
he did not consider it a "major" pack­
age, and therefore wouldn't create 
long-term problems in the economy. 

Raymond A. Worseck, chief 
economist from A.G. Edwards and 
Sons, Inc., also testifying before the 
Banking Committee, characterized 
the Bush budget package as "anemic." 

The senators were not happy with 
Greenspan's response. "We need 
something more than we've already 
done in the way of monetary policy," 
said Sen. Donald Riegle (D-Mich.), 
chairman of the committee. "I am 
very concerned about waiting any 
longer to see some bounce in the 
economy." 

Warren Commission crowd 
retreats on file release 
As the discrediting of the Warren 
Commission report on the assassina­
tion of President Kennedy by the Oli­
ver Stone film "JFK" continues to 
build, the lone surviving member of 
the Warren Commission, former Pres­
ident Gerald Ford, called for the re­
lease ofthe files of the House Assassi­
nations Committee, as well as CIA 
and FBI files on the assassination. The 
commissioners have hitherto refused 
to consider releasing the files. 

Ford issued the call in letters to 
House Speaker Thomas Foley (D­
Wash.) and to Rep. Louis Stokes (D­
Ohio), who chaired the assassinations 
committee. 

Since Congress can only release 
the assassination committee's work­
the FBI and CIA files being controlled 
by the Executive Branch-Ford's ac­
tion suggests that committee files have 

been heavily sanitized. Stokes be­
lieves that the evidence of "conspira­
cy" behind the assassination involves 
the mafia; but such a view lets much 
higher-level political forces off the 
hook. Selective release of files blam­
ing the mafia would do little to unmask 
the Warren Commission coverup. 

Ford says he still believes that Lee 
Harvey Oswald was alone in the as­
sassination of President Kennedy, but 
says he is calling for disclosure of the 
records in order to "resolve any legiti­
mate doubts of others." 

Similarly, in a joint statement re­
leased Jan. 30, thirteen former coun­
sel and staff members of the Warren 
Commission also called for the release 
of the files to the pUblic. They have 
also requested the Archivist of the 
United States, Don W. Wilson, to re­
lease the remaining 2% of Warren 
Commission evidence that is still un­
der seal. In addition to the Warren 
Commission and House committee 
files, there are hundreds of thousands 
of pages of CIA and FBI records still 
being withheld. 

Keep trade restrictions 
on Azerbaidzhan 
Because of the continued military ac­
tion by Azerbaidzhan against the Ar­
menian enclave of Nagorno-Kara­
bakh, Sen. John Seymour (R-Calif.) 
introduced legislation on Jan. 30 to 
keep a variety of trade, loan guaran­
tee, and foreign assistance restrictions 
that were imposed on the former Sovi­
et Union, in place against Azerbaid­
zhan. The restrictions are being lifted 
in the case of the otherrepublics. 

The bill would also prohibit any 
future U.S. contributions to interna­
tional programs designed exclusively 
for the government of Azerbaidzhan, 
and would "ensure that no American 
support is funneled to the country 
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through other multilateral initiatives 
intended to benefit the other deserving 
republics of the new commonwealth." 

The bill would allow President 
Bush to remove the restrictions if he 
certifies that Azerbaidzhan has lifted 
its blockade against Nagorno-Kara­
bakh and has "stated a commitment to 
resolve peacefully its conflict" with its 
citizens. 

Dems lambast Bush 'State 
of the Union' hypocrisy 
The Bush ultimatum to Congress to 
"pass his agenda" by March 20 was 
used to the full by the Bushmen in 
Congress to bully Democrats into 
"following the President's lead. " 
Some Democrats fell into line, but 
others responded with astonishment to 
the Feb. 28 State of the Union address. 

Rep. David Skaggs (D-Colo.) not­
ed that "it was ironic for this President 
to be posturing about prompt action 
and drawing a line in the sand at 
March 20. Is this the same George 
Bush who dawdled for months, at one 
point calling the legislation we passed 
garbage, before accepting the fact that 
millions of out-of-work Americans 
needed an extension of unemploy­
ment coverage? And was it this same 
President who just last month was still 
burying his head and denying the 
economy had problems?" 

Rep. Patsy Mink (D-Hi.) noted 
that Bush's "only jobs program is a 
highway bill that he fought against for 
three years and that Congress had al­
ready enacted last session." Mink 
called Bush's failure over the last six 
months or longer to understand what 
ails this country "mind-boggling." 

Even Bush Democrats like Sen. 
David Pryor (D-Ark.) were dumb­
founded by Bush's speech, calling it 
a "reflection of the trouble that this 
presidency is in at this time." Pryor 
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said in floor comments on Jan. 29 that 
although he had tried to be a "basic 
supporter of the President in many of 
his policies," he found the administra­
tion "in a great deal of trouble and in 
extreme disarray. " 

Rep. David Bonior (D-Mich.) 
commented that Bush, far from 
"seeing the light," was "feeling the 
heat." 

Senate ups pressure for 
Bush to attend Eco-92 
In a resolution introduced Jan. 31 by 
Sen. John Kerry (D-Mass.) and co­
sponsored by a number of key sena­
tors including Claiborne Pell (D­
R.I.), chairman of the Senate Foreign 
Relations Committee, further pres­
sure was placed on Bush to play a 
high-profile role in the upcoming 
"Earth Summit," or Eco-92, sched­
uled for Rio de Janeiro, Brazil in June. 

The resolution calls on Bush to 
"support an international convention 
to reduce the threat of global climate 
change," to "support the acceleration 
of international efforts to reduce the 
emission of chemicals that deplete the 
ozone layer," and to "ultimately phase 
out the use of such chemicals." The 
resolution also urges Bush to "playa 
strong and active role in cooperating 
with other governments to prepare 
for" a successful Earth Summit. 

Kerry noted that although "every 
other member of the Group of Seven 
industrialized countries has commit­
ted to sending its head of state" to Eco-
92, there was still no commitment 
from Bush to attend. 

In an election year, Bush is not 
keen on playing the role of "environ­
mental President" to an economically 
hard-hit electorate. Nevertheless, the 
Rio conference is seen by the adminis­
tration as an important element of its 

policy of utilizing supranational orga­
nizations like the U.N. to eliminate 
Third Wodd development. 

SDIO forced to 
purchase Soviet reactor 
In testimony befe>re the Science, 
Space, and Technology Committee on 
Jan. 28, Dr. Dwight Duston, the di­
rector of the Strategic Defense Initia­
tive Organization (Smo),s Innova­
tive Science and Technology 
Division, remarked that the cuts in the 
SOlO budget, compined with its reo­
rientation toward a Limited Defense 
System, have forced the SDIO to pur­
chase a Soviet Topaz II reactor for use 
in a U.S. test program. The SOlO 
withdrew from a tri-agency program, 
involving the SOlO, the Department 
of Energy, and NASA, to develop the 
SP-tOO nuclear space reactor. 

The initial program called for the 
development of a reactor which could 
produce 100 kilowatts of energy to 
provide power for bighly capable sur­
veillance systems, housekeeping 
power for directed energy weapons, 
and electric propulsion for orbital 
transfer. But $1.5 billion was cut by 
Congress from the Sol budget, thus 
forcing the SOlO to scale down its 
program. Since the 'initial aims of the 
SDI required a great amount of ener­
gy, necessitating the larger reactor, 
they felt that they could make do by 
purchasing the needed technology 
rather than participating in the devel­
opment of the larger reactor-if the 
Soviet reactor is compatible with U. s. 
systems. 

Duston made it clear, however, 
that although they are scaling down 
space energy needs in the light of the 
budget, the scaling~down has certain 
built-in limits, beyol1d which it cannot 
meet the limited gOals of the present 
program. 
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National News 

LaRouche warns of 
war in Middle East 
Democratic presidential candidate Lyndon 
LaRouche warned that a new war may erupt 
in the Middle East, in an appearance on the 
Cliff Kelly radio talk show in Chicago on 
Jan. 31. "We're headed for a war. And the 
danger is, that possibly, the first nuclear 
weapon fired by a non-major power, will 
come either from Pakistan or Israel," he 
said. 

LaRouche said that Israel, in terms of 
quality, has a limited "but a very effective" 
nuclear delivery system. 

Asked if he thought that Israel would 
launch the first nuclear weapon, LaRouche 
warned: "If you understand the Israeli gang 
that is in power now, as oppose to some 
others. This gang will shoot. If Ariel Sharon 
were to come to power, then he would kill. 

"We're on the edge, of what was called 
back in the 1970s, when Kissinger was in 
power, formally, 'the breakaway ally syn­
drome.' A breakdown of these negotiations, 
desperation, and Israel goes to preemptive 
war. It's moving rapidly in that direction. 
Or, the other thing some people would like, 
is a nuclear exchange between India and 
Pakistan. And some people are working to 
bring that about. If we look at the map, the 
Balkans is inflamed. If a war breaks out with 
Bosnia, then you will have a permanent war 
in the Balkans-the worst one ever in the 
Balkans, at least in the past 700 years. The 
Transcaucasus is inflamed. Nobody is help­
ing the Armenians. The Armenians are just 
being killed." 

Nursing homes refuse 
CPR to elderly poor 
Five county-owned nursing homes in New 
Hampshire have a policy of denying admit­
tance to any patient who refuses to sign a 
"no code" or do-not-resuscitate (DNR) 
agreement. It appears that the county com­
missioners responsible for funding the 
homes and the homes' directors instituted 
the policies, which basically mean that staff 
in a no-code home will not attempt even 
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basic cardiopulmonary resuscitation (CPR) 
for a patient in cardiac arrest. 

The no-code policies are in effect in 
nursing homes in Carroll, Coos, Sullivan 
(which has a no-resuscitation and no-venti­
lation policy), Cheshire, and Rockingham 
counties. The state Department of Public 
Health says 99.9% of patients in the 10 
county-owned nursing homes are on Medic­
aid, leaving the poorest of the frail elderly 
no other option for care. 

The Jan. 22 Manchester Union Leader 
broke the no-code scandal after county offi­
cials questioned why an administrator of the 
Carroll County-owned Mountain View 
Nursing Home requested funds for emer­
gency resuscitation carts when the home has 
a DNR policy. They were told the staff or 
visitors might need resuscitation. 

County-owned nursing homes and hos­
pitals admit they have had "unwritten" or 
"unspoken" policies of not resuscitating pa­
tients-without patient consent. Besides the 
homes with a no-code policy, four others 
will not resuscitate residents unless they ex­
pressly ask for it. 

Most poor are white, 
says Urban League head 
Urban League President John Jacob said in 
his Jan. 21 "State of Black America" ad­
dress, "This recession is helping to uncover 
America's dirty little secret: that the victims 
of poverty, unemployment, and hardship 
are predominantly white. White people are 
most of the unemployed, most of the poor, 
most of the welfare recipients, most of the 
food stamp recipients. 

"Over the past decade or so, Americans 
bought the myths of the right wing, that 
people are poor, are jobless, because of per­
sonal failings; that poverty and joblessness 
are black problems; that government can't 
help solve society'S problems. 

"They bought those myths that turned 
the poor into the so-called underclass, dehu­
manized into something different and less 
worthy than the rest of us. 

"But in 1992, you have former execu­
tives on unemployment lines; former white 
collar workers on soup lines; former factory 
workers on welfare lines." 

Jacob warned, "This recession won't be 

fixed by smoke and mirrors or by political 
grandstanding .... It will be fixed by di­
rectly addressing the long-term structural 
proble~s in our economy that make us less 
competi~ive and waste our human re­
sources. That means heavy investment in 
job-creating infrastructure programs. It 
means heavily targeted investments in edu­
cating our children, training our work force, 
and retraining our people for a high-tech 
world." 

Sanctions also hurting 
the U.S., says Iraq 
Iraqi Minister of Trade Mohammed Mehdi 
Saleh told reporters in Baghdad Jan. 31 that 
the international trade sanctions against his 
nation are also hurting the U.S. economy. 
"The sanctions work both ways," Saleh 
said. "They are biting not only Iraq but also 
the West. They have forced General Mo­
tors, for example, to layoff workers and 
lose bu&iness." 

Saleh referred to a $500 million deal 
concluqed in 1989 under which GM would 
have set up a plant in Iraq to assemble 
90,000 vehicles a year. The deal is now 
blocked. 

Saleh also said the United States was 
losing an annual $1.1 billion on blocked rice 
sales to Iraq. Before the embargo, Iraq had 
been th(: largest purchaser of U.S. rice, pur­
chasing almost a quarter of all rice exported 
from the United States. 

Ohio homeless coalition 
seeks foreign aid 
A coalition based in Columbus, Ohio, 
which represents over 400,000 homeless 
people'in a five state area, has applied for 
financial aid from 21 foreign countries. Sev­
eral advocates for the homeless from Ohio, 
Michigan, Indiana, Illinois, and Wisconsin 
said they have lost all hope that President 
Bush and the Bush administration would re­
spond to their needs. 

"We're frustrated and angry about the 
fact that our government can sit down with 
the Soviet Union and talk about an aid pack-
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age for their hungry people, but cannot help 
the hungry in our country," said Jim Cain, 
associate director for the Ohio Coalition for 
the Homeless. 

Ohio Gov. John Voinovich, whose wel­
fare cuts last year will leave close to 80,000 
people without aid in April of this year, is 
also a target of homeless advocates' out­
rage. The number of homeless is already 
pushing 150,000 in Ohio. 

Ad exposes Kiss. Assoc. 
crimes' against Croatia 
A full-page advertisement in the Jan. 25 
Washington Times exposed Lawrence Ea­
gleburger and other partners in Kissinger 
Associates, Inc. in corrupt, genocidal acts 
against Croatia. The ad, sponsored by for­
mer U.S. Ambassador to Romania David 
Funderburk and Howard Phillips' Conser­
vative Caucus, called for the United States 
to recognize Croatia. 

"Thousands of innocent Croatians have 
been killed ... in part, because the Yugo­
slav communist army has been given the 
green light for aggression by ... [the] dep­
uty secretatry of state, Lawrence Ea­
gleburger. 

"In one of the greatest scandals of the 
modern political era, President Bush has 
placed in charge of U.S. policy for Croatia, 
a man who, for years (as President of Kis­
singer Associates), was in the pay of agen­
cies of the Yugoslav communist govern­
ment. . . . The effort to halt . . . German 
recognition ... was begun on Dec. 2 by 
Lord Carrington. . . also an adviser to Kis­
singer Associates .... The man blocking 
recognition of Croatia, Lawrence Ea­
gleburger, and his colleague, Brent Scow­
croft ... 'made from $500,000 to $1 mil­
lion annually' as employees of Kissinger 
Associates 'dispensing advice and counsel 
to other governrnents--often communist­
and wiring business deals.' " 

The ad exposes official military and fi­
nancial aid from the U.S. government, 
World Bank, and the International Mone­
tary Fund in support of Yugoslav-Serbian 
oppression. 

At the top of the page is a cartoon de­
picting a sinister Scowc~oft and Eagleburger 
counseling the wide-eyed George Bush, 
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while a bloody knife is plunged into Croatia 
and a man leans out of a "Yugo" automobile 
and stuffs money into Eagleburger's pocket. 

Judge Bryan denies 
LaRouche recusal motion 
Judge Albert Bryan, Jr., in a tersely worded 
order on Jan. 28, denied the motion to recuse 
himself from considering Lyndon 
LaRouche's motion to vacate his sentence. 
Bryan also ordered the government to respond 
to LaRouche's motion within 30 days. 

On Jan. 22, LaRouche, two of his co­
defendants, and his attorneys, including for­
mer U.S. Attorney General Ramsey Clark 
and Odin P. Anderson, filed a 2255 motion 
seeking to vacate his sentence because his 
conviction and detention were unlawful. 
Based on massive amounts of newly ob­
tained evidence, the motion charged that 
"the prosecution conducted and participated 
in a conspiracy and concerted action with 
others to illegally and wrongfully convict 
him and his associates by engaging in outra­
geous misconduct, including financial 
warfare." 

The motion charged that Bryan had 
made significant legal decisions approving 
the government's bad-faith, forced bank­
ruptcy of companies run by associates of 
LaRouche, in the summer of 1987, over a 
year before LaRouche's Alexandria trial. 
The bankruptcy actions halted all loan re­
payments, yet LaRouche was charged with 
mail fraud because loans were then not 
repaid. 

The motion also argued that Bryan's his­
tory as a member of the Foreign Intelligence 
Surveillance Court and his Classified Infor­
mation Procedures Act rulings at trial mean 
that he cannot fairly judge the claims raised 
pertaining to Executive Order 12333, under 
which the investigation of LaRouche was 
authorized. 

In his order, Bryan stated that the affi­
davit of bias which accompanied the recusal 
motion "sets forth no facts which indicate a 
personal, as opposed to judicial, bias .... 
The court's comments at sentencing are 
comments in response to issues raised by 
defendants at that time. . . these issues. . . 
[are] not sufficient reason for disqualifi­
cation." 

Brif1ly 

• ORAL ARGUMENTS on Ro­
chelle Ascher's petition for appeal 
were scheduled by the Virginia Su­
preme Court for Feb. 14. The court 
will then decide whether to grant her 
an appeal. Ascher, an associate of 
Lyndon LaRouche, was convicted of 
"securities fraud." 

• NEGOTIATIONS for the North 
American Free Trade Agreement will 
be concluded by the end of February 
and presented secretly to U.S. sena­
tors, Carlos Ramfrez reported in the 
Jan. 29 Mexican daily EIFinanciero. 
Only if the reaction is sufficiently fa­
vorable will it be officially submitted 
to the Senate. 

• 'WHAT SEEMS MOST of all 
like a conspiracy is that every theory 
about what happened to [President 
John F.] Kennedy is dismissed as a 
'conspiracy theory,' "wrote London 
Daily Telegraph writer Robin Lee, in 
a Jan. 29 commentary. "A good 
many of Stone's theories ... strike 
me as far more plausible than the 
'facts' supplied in the Warren Com­
mission's report." 

• 'ACCORDING to congressional 
officials, the White House had con­
sidered March 15 as the deadline" to 
approve his "economic recovery" 
package, the Jan. 30 Washington 
Post reported, but George Bush told 
Congress that they have till March 
20 "to avoid allusions to the Ides of 
March, the date in44B.C. when con­
spirators led by Marcus Junius Brutus 
assassinated Gaius Julius Caesar." 

• FRED GOLDBERG, JR., cur­
rently IRS commissioner, has been 
named by President Bush to become 
assistant treasury secretary for tax poli­
cy. Goldberg has alternated between 
professional work assisting in the leve­
raged-buyout looting of U. S. industry, 
and running the federal enforcement 
that has favored suc::h looting. 

• HOUSTON Post gossip colum­
nist Betsy Parish on Jan. 27 fueled 
speculation that the GOP is backing 
Gov. Bill Clinton of Arkansas, set­
ting Democrats up for a fall in No­
vember. 
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Editorial 

Telling the truthfor once 

No matter how much the u. S. media and the gaggle of 
dwarfs running in the presidential primaries try to claim 
otherwise, the U.S. depre~sion is strictly a domestic 
product. 

U.S. workers used to be the most productive in 
the world, but that was in the days before the bubble 
economy, before the disaster of Reagan-Bush free­
market economics. Those were the days when the Unit­
ed States was a model to nations like Japan. 

It is useful to look at what Japanese Prime Minister 
Kiichi Miyazawa is actually saying about the problems 
now besetting the American economy, rather than the 
quoted-out-of-context sentences ventilated in the mass 
media with the intention of generating anti-Japanese 
hysteria. He and other Japanese political leaders have 
been trying to evoke a sane response from U. S. political 
leaders to the present U. S. economic debacle, which is 
threatening to bring down the world economy as well. 

A recent interchange in the Japanese Diet is exem­
plary of the kind of discussion now going on in Japan, 
and so sadly lacking in the United States-with the 
exception of the LaRouche campaign for the Democrat­
ic presidential nomination. 

On Feb. 3, one member of the Diet's Budget Com­
mittee asked the prime minister whether or not he had 
been able to convey to President Bush, during his visit, 
the Japanese experience with the American work force. 

Contrary to press reports, this member of parlia­
ment, Representative Muto, pointed out that one of 
the problems in American auto factories was the poor 
quality of the management. In American factories, he 
said, with an American work force managed by Japa­
nese, productivity was actually higher than in their 
Japanese counterparts. The prime minister replied that 
he did have the opportunity of discussing this point 
with the U. S. President. 

After a further interchange Prime Minister Miya­
zawa addressed a point which we, too, have frequently 
emphasized-that production cannot be judged by the 
standards of the Gross National Product (or the Gross 
Domestic Product) because it is foolish to equate the 
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production of infrastructure or useful goods, with the 
proliferation of money market services or fast food 
chains. Indeed at the end of the Second World War, 
when the United States was an industrial giant com­
pared to every other nation, approximately one-half of 
our work force was engaged in directly contributing to 
the production of useful goods. 

Today the figure is perh~ps a quarter of that amount, 
while the remaining three-quarters are involved in the 
service sector in one or anoth~r capacity. Such a structural 
imbalance is a fundamental dislocation in our economy. 

Let's look at what Miyazawa had to say: "Looking 
at the past 10 years, the interpretation of producing 
goods or creating value has become very loose. The 
problem is that everyone believes value can be created 
in the money market. [The decline in] producing goods 
by the sweat of our brows, a type of work ethic, is 
related to various things." 

He added: "There is probably even a connection 
with computers. People graduating from the universi­
ties are going to Wall Street for high salaries. As a 
result, the number of engineers who actually make 
things is shrinking .... We have these leveraged buy­
outs where those without t~eir own money can buy up 
companies, and then, unable to pay the interest on those 
debts, they fall into bankruptcy." 

Miyazawa then addressed the same problem which 
is emerging in the Japanese economy to create a "bub­
ble economy." He concluded, "After this bubble burst, 
both countries now have a lot to clean up in the after­
math, and all of our people learned a lot from this. It is 
very important to build things of productive value, with 
the sweat of our brows. This may sound like a sermon, 
but what I have said is what I feel. When President 
Bush talks about education, I believe he is trying to 
reiterate the above kind of message." 

The American people should view Prime Minister 
Miyazawa as a friend. He is trying to direct us back to 
the clear conception of economics last seen during the 
Kennedy presidency, the kind of economics represent­
ed by the programs of Lyndon LaRouche. 
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