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From the Managing Editor 

A ny student of history has a sense that the ethnic feuds, territorial 
changes, and mUltiple coups d'etat in the Balkan region over the 

centuries make no particular sense on their own terms. The Swiss, 

Venetian, and British strategists who first used the Ottoman Empire 

against Russia's potential industrial expansion, and then carved it 

into micro-states, have bequeathed to the 1980s a terribly fragile 
situation. 

As a result of the way in which the Balkan states were formed by 

the Versailles Treaty and the 1945 Allied arrangements, they cannot 

withstand ethnic rearrangements. But ethnic nationalisms are being 
stirred up; and the collapse of any of these states, such as Yugoslavia, 

could instantly draw the United States and the Soviet Union into 

conflict. Our Special Report, written by Editor-in-Chief Criton Zoak
os, a specialist on the region, analyzes this conflict potential, first 

presenting the history of the Balkans, then outlining the current 

dangers. 
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Will Europe be forced 
to break with the U.S.? 
by Richard Freeman 

The Finance M i ni sters of the lO-nation European Com
munity met in  Brussels Feb . 1 5 , to discuss the monetary 
problems  triggered by the h igh in terest rates of the U.S .  
Federal Reserve . The EC decided to send Belgian Prime 
Min ister Wi lfried Martens and Belgian Finance M in i ster 
Willy Ie  Clerq to meet U . S .  President Reagan in Wash
ington' D .C .  on Feb . 1 7  to urge Reagan,  on behalf of the 
entire EC, to lower U . S .  interest rates .  German Finance 
M in ister Hans MatthOfer stated that the purpose of the 
European deployment to Washington was "to prevent 
the U.S .  and European economies from drifting further 
apart. " 

While for West German Chancellor Helmut Schmidt, 
preventing an economic and pol itical break between the 
United States and Europe is  one of the first principles of 
statecraft in this dangerous period, it was clear at the EC 
meeting that this i s  not a shared principle . In fact, led by 
French Prime Minister Mitterrand and Finance Min ister 
J acques Delors, there are now members of the European 
Community who would l ike to see Europe " decouple 
from the U nited States," and consider the European 
Monetary System as a central vehicle for accomplishing 
this purpose.  The view of this  camp is ,  "If the U nited 
States plans to slit its own throat, we will form a third 
entity, separate frpm the United States and the Soviet 
U nion , and choose the course of a third way ."  This 
would mean decoupl ing the European currencies from 
the  dollar, and  letting the  dol lar drift, especially i f  it i s  h i t  
by  a currency cris is ,  as is widely expected. 

The deployment of Belgium's Martens to Washing
ton was impelled by the growing recognition that with 
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interest rates i n  the U . S .  ri s ing again, the European 
econom ies were being doubly devastated by the impos
sibility of  long-term investment in industry, and the 
general drain of l iquidity out of  Europe into high-yield 
returns offered in do l lar-denominated paper .  

Challenge to the United States 
The day Martens  and Ie Clerq arrived in Washing

ton ,  Schmidt granted an in terview to the New York 

Times saying that " Europe is in greater danger than the 
A mericans have understood so far" because of  U .S .  
high in terest rates. 

" Right now the richest economy in the world is at 
the same time the greatest importer of capi ta l .  This is 
an unhealthy state. Some of the capital we don't even 
need-it's being put {n to New York because of the high 
interest rates . The high interest rates not on ly harm the 
U nited States, they h arm the rest of the world even 
more ."  

Schmidt delivered a warning of  a k ind  he has  been 
giving in his own country for some months :  he drew the 
consequences of the depression that could bring democ
racy to an end as it did in the 1 930s. "The fabric of the 
economy and the society is endangered by the deepest 
recess ion since the middle 1 930s . What I fear is econom
ic and social, and therefore political, unrest," he  said. 

Ital ian Finance M in i ster Ben iamino Andreatta had 
told the min i sters i n  Brussel s that "the continued U .S .  
tight-money policy i s  s imply throttl ing u s .  The  sense of  
internal U .S .  uncertainty. and heightened tensions have 
only created further d i fficu lties in international trade ."  
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Andreatta said that the sharp do l lar appreciat ion be
cause of  high in terest rates i s  d isrupt ing world trade and 
must be stopped . " Both parts  o f  the At lan tic," he  sa id ,  
"must attempt to br ing exchange rates to sane and 
stab le levels . If not, we w i l l ,  despite high pr ime rates, 
have both recession and i n flat ion at the same t ime ."  

The I ta l ian l ira has become of  great concern in  
Rome.  Despite heavy Bank  of I ta ly  in tervent ion over 
the last s ix weeks, the dol lar has risen from 1 , 1 93 l i ra to 
the dol lar on J an .  4 to 1 ,27I-the h ighest parity s ince 
World War I I .  Other European currencies are being 
battered , and the J apanese yen has fa l len to 240 yen to 
the dol lar .  

I n  J an uary, Chancel lor Schmidt ca l led a meeti ng i n  
Versai l les of  the Finance M i ni sters of  the big Five 
Nations: Germany, the U n ited States, J apan , France, 
and Great Britai n .  Four of the nat ions agreed to p lan 
for l ower ing in terest rates . Treasury Secretary Donald 
Regan made the U n i ted States the odd man o ut by 
refusing to even nomina l ly endorse th is  agreement .  The 
German cen tral ban k  took  the occas ion  to l ower the 
lombard rate (which i s  a notch above the d iscount  rate) 
by 0.5 percent to 1 0  percent .  Other European nat ions  
cut the i r  central-bank lend ing rates somewhat- as  wel l . 

The Feb . 1 7  Neue Zurcher Zeitungcommented that 
"the German central  bank appears calm . . .  more con
cerned with i n terest-rate disarmament than with the 
devaluation of  the deutschemark ."  Thus ,  Germany 
plan s to stick to its po l icy of  lowered i n terest rates , 
regardless of short-term capital  o utflows .  

The Anglo-Belgian strategy 
However, two camps emerged in Brusse l s .  One was 

led by France's Delors and ,  not too far in the back
ground ,  by the Bank for I nternationa l  Sett lements 
(B I S) ,  the "centra l  bank for central  ban k s" which s ince 
1 930 has acted as a headquarters for the subterranean 
European o l igarchs who want to crush the U n ited 
States and split i t  from Europe financ ia l ly  and po l i tica l 
ly .  The other camp was led by Chance l lor  Schmidt ,  who 
recogn izes that i f  the U .S .  economy goes down,  Europe 
wi l l  too .  

Delors led the  ta l k s  i n  Brussels about  "expanding 
the capacity o f  the European M onetary System [EMS]" 
and increasi ng the functio n i ng of the European C urren
cy U n i t  (ECU)  for in tra- European funct ion ing .  As 
origina l ly estab l i shed i n  March 1 978, by West German 
Chancel lor Helm ut Schmidt and French President Gi s
card d ' Estaing,  the E M S  set up  a p lan for exchange- rate 
stab i l izati on that l i nked the European currencies to
gether and consti tuted a support operat ion  for the 
dol lar against the wi shes of  the U . S .  Carter admin i stra
t ion,  which avowedly sought to wreck the doJl ar and 
the  world reserve currency. 

But G iscard i s  gone .  I nstead, Brit ish and Swiss 
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financiers w hose ideo logue is Belgian royal household 
econ om ist Robert Tr i ffi n p lan to make the EMS a 
veh ic le  of "European i n tegrat ion" a long "post- i ndustri
a l" l i n es. Under th i s  pol icy , the EMS "breaks  free from 
the do l l a r ." 

.A si mi lar  no t ion was advanced l ast September by 
the B IS, which m ade "exchange-rate stabi l i ty" a para
m ount  issue. wi t h  t h e  u nstated i n tent ion of turning 
Europe i n to a. separate cu r rency and trade zone, d uring 
a genera l  wor ld monetary d i s in tegration . 

A �ource close to the  I n ternationa l  Monetary Fund 
( I  M F), which has  sim i lar design s, reported Feb . 17  that 
one  means of sever ing  Eu rope from the U n ited States is 
fo r Eu rope to app ly exc hange contro ls ,  an  i dea that was 
a lso advanced by former  British Prime M in i ster Edward 
Heath in the lead ed i tori a l  of the Feb . 1 4  London 
Sundav Times as a " ri nged fence" keeping the U .S .  
doJlar and the U . S .  b udget deficit o ut of  Europe. 

Accord ing  10 th i s  I MF source, "One suggestion is a 
two-t ier system l i ke  France has now.  European banks 
wou ld  lend to domest ic i ndustry, or  to other European 
countries. or  to co un tr ies with whom they have trade, 
but they would be restr icted from lend ing  to anyone else 
on t he i n ternationa l  m arkets . 

"Thus each co untry. say England ,  would effectively 
have two banking system s, one fo r domestic and related 
i ndustry and another for i n ternati ona l  bus iness . Each 
bank ing  i n dustry would be segregated fro m  the other. 
The i nterna t iona l  i nd ustry could take 'deposits, but not 
make loans to outsi ders. This wou ld prevent the United 
States fro m go ing  to  Europe and try ing to  finance its 
budget deficit fro m  the savings of Europe. " 

This so urce added that  another t rack the Europeans 
m ight ta k e  is to have the respective European nations 
refuse to pu rch,ise American goods for nat ional  proj
ects, s uch as refusi ng to buy American computers for 
use in Eu ropean postal systems .  This ,  the source n oted, 
is a l ready start ing i n  France, and would show Washing
ton tha t  Europe is seri ous about l ower in terest rates . 

The other pro ng of this strategy i s  to use the 
brea kdown in wor ld  capital markets to put the Third 
World, and a l l  of  wor ld trade, through a controlled 
credit cut -off. 

Peter Montagnon. Euromarkets correspondent for 
the London  Financial Times. deve loped that perspective 
Feb .  17: "To pu t  i t  b lu ' n t ly, the time n ow appears to be 
coming  w hen  com merc ia l  and central bankers a l ike feel 
that defici t countr ies w i ll no lo nger be ab le  automatical
l y  to t urn to the in ternat ional cred i t  markets as their 
fi rst por t  of ca l l . " 

With  the  disappearance of  the Arab OPEC surplus, 
an d t he expecta t ion  that in fact OPEC may be a 
s ubstan t i a l  net  horrower i n  1 982, the petrodo l lar recy
cli n g  mech anis m  is gone .  I f  the i n ternat iona l  banks shut 
off the i r l ending, OPEC w i l l  no t  fi l l  the gap . 
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ECONOMETRICS 

Three-fifths of 
GNP does not exist 

by Leif Johnson 

The 10 percent drop in U . S .  manufacturing output since 
last A ugust has fi na l ly convinced some Americans that 
they had better learn how an economy is  run. No s imple 
solut ions l ike work ing harder, cutt ing costs, or  better 
management, are going to sustain either indiv idua l  en
terprises or the economy.  

One useful tool  is the Gross National  Product fig
ure-or more accurately, a modified Gross National  
Prod uct accounting that ident ifies the real  product con
tained in  the official GNP figure.  EIR has compared the 
non-prod uct costs with actual  product costs in  the official  
GNP figures, that is ,  the ficticio us costs borne by sectors 
of  the economy.  We have taken the GNP, which is a 
national income account,  and spent it to see what it 
would buy. Instead of  using the nominal  value or  the 
official  value of  GNP, we have determined the rea l value 
in terms of rea l goods and services bought by the stated 
amount of GNP. 

By deflating the third-quarter 1 98 1  GNP figure by 
the ficticious costs contained in it-those that do not 
reflect the actual costs of production of the products 
purchased-we have found that the rea l GNP was only 
two-fifths the o fficial figure of nearly $3 tril l ion .  

For example, compare the cost  of  buying a house in  
1 970 with the cost in 1 980. Both houses are  basically the 
same; thus the prod uct received i s  the same.  

But in 1 970 the homebuyer pa id an average price of  
$23 ,000 while the  average price in 1 9 8 1 was  $80,000. 
When standard interest costs to the buyer are included 
the total 1 970 price i s  $30,590, but the 1 9 8 1 price is  

$ 1 92 ,800, an increase of  six-fold . 
Granted , production expenses have risen in that pe

riod; the cost of labor may have doubled, and the cost of 
materials may have even tripled , b ut what accounts for 
the six-fold esca lation? The major ficticio us cost-the 
cost that doesn't  stem from production itse l f-is, as 
everyone k nows, usury in the credi t  markets. To finance 
$60,000 at 1 6  percent for the 1 98 1  home purchase, the 
buyer is  paying $ 1 72 ,000. 
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U sury is not a prod uct at a l l .  But  usury is an included 
component of the official GNP calcu lations .  This ac
counts for the otherwise singu lar fact that altho ugh 
industria l  production has decl ined 1 0  percent since Au
gust 1 98 1 ,  the official GNP contin ues to rise. Simi larly, 
during the 1 974-75 deep recession ,  when industrial pro
duction decli ned 9 percent, ·GNP, when adj usted for 
inflation, declined by only I percent .  Somehow, some
where, 8 percent was added to the Gross National Prod
uct which i 'n fact never ex isted . 

I n  the chart, the majo r  income categories used in the 
GNP calculation are listed .  We take the first category, 
employee compensation ,  and break it down into what 
that money is spent for: food,  housing, transportation,  
c lothing, medica l care,  other items, and taxes .  From each 
of these categories we take o ut ficticious costs con tained 
in  the purchase .  However, we must fi rst substract from 
the total employee compensation portion of GNP the 
amount spent on drugs, prostitution , gambl ing,  pornog
raphy, and the destruction of personal  property connect
ed with crimina l  activity. These are a l l  costs to the 
"consumer," inc luding the undeterm ined bi l l ions spent 
on official lotteries, number rackets, and si mi lar theft 
from the population ,  but there is no product. 

The annua l  expenditure on drugs, pornography, and 
destruction wrought by crime is estimated at $300 bi l l ion . 
We deduct that amount from the official employee com
pensation of$ I ,790 b i l l ion ,  l eavi ng $ 1 ,490 as spendable 
employee income. 

Now we find the rea l value of what the buyer pur
chases, beginning with food , which takes about 20 per
cent of the fami ly budget . We calculate that the consumer 
buys only about 50 percent of  real val ue for his food 
dol lar, the rest bei ng ticti ci ous cost. The reader can 
understan d how this is calculated by examining ,  for 

Official and actual GNP, third quarter 1981 
(billions of dollars) 

Category of GNP income Official GNP Actual GNP 

I .  Employee compensation . . . . .  $1,790 $715 
I I .  Proprietors' income . . . . . . . .  137 75 
I I I .  Rental income (individ uals) 34 14 
I V .  Net interest . . . . . . . . . . . . . . 220 0 
V .  Corporate profits . . . . . . . . . . 196 78 
VI. Indirect business taxes . . . . .  270 135 
V II .  Capital consumption . . . . .  327 131 

G ROSS N ATI O N A L  
P RODUCT . . . . . . . . . . . . . . .  $2,965 $1,148 

Source: Official GNP statistics from U.S. Commerce Department, 
Survey of Curren t Business, Decem ber 1981. 
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examp le, the cost of  oranges .  The grower is paid 4 cents 
ap iece, a sum that mu st cover al l  h is production costs, 
plus profit, i f  any. Transportation  and fi na l  distr i but ion 
and hand l ing add another s ix cents ;  but the o range sel l s  
for 20  cents, or approximately twice the rea l  cost of  
production .  

For  hous i ng, the consumer i s  payi ng even  m ore 
fictic ious costs, as we demo nstrated above. The real va lue 
component of h ous ing is approxi mately 40 percent .  S ince 
the fami ly spends abo ut a quarter of  its budget for 
hous ing ,  we m ult ip ly that q uarter of tota l employee 
compen sati on times 40 percent (0.4) to get the port ion of  
rea l va l ue derived from that  nominal expendi ture .  

S imi lary, transportation represents a t  best 50 percent 
of  real va lue fo r the consumer .  The $8 ,000 fam i ly auto 
carr ies another $3,300 worth of  i n terest; t he production  
cost of  gasol ine  i s  40-50 cen ts per  gal l on ,  but the  consum
er cost  i s  $ 1 . 30 to $ 1 . 50. 

Cloth ing ,  which absorbs 8 percent  o f  the fami ly  
budget and is relati vely cheap, nonetheless conta ins  a 
calcu l ated 50 percen t  fict icious  cost that covers mob
enforced loan sha rk i ng and factori ng and the gross 
inefficiency of the prod uction  process . 

For the last category, taxes ( federal , state, and local 
plus Socia l  Secur ity ) ,  which c la im about 24 percent o f  
t h e  fam i ly i ncome, we  take a ro ugh estimate that on ly 50 
percent of  that expendi ture represents  rea l product
actua l  services to the cit izenry .  About  1 2  percent  o f  
govern ment cost i s  in terest payments ,  and  a major  por
t ion of  educat ion and other socia l  and other serv ices i s  
the cost  o f  the ren tier-fin ancier i nterests both  us ing the 
government for thei r own im mediate profit  and  to con
tro l the  remainder of  the  popu lation . 

Adding the percentages of  real values for the emp loy
ee com pensat ion, we find th at rea l G N P  is  about 48 
percent o f  o ffic ia l  GN P. Th us real employee compensa
t ion G N P  is $7 1 5  bi l l ion  rather than the offic ia l  $ 1 ,490 
b i l l ion . 

We detlate the va l ue of capital consumption ( i nvest
ment in capi ta l  goods) by 60 percent ,  a l though  one might 
expect that th i s  i s  the one category with h igh rea l va lue .  
We measure the real va lue of  capital  i nvestment by 
comparing the effect on prod uctivity of  U . S .  i n vestment 
with Japanese i nvestmen t .  We fi nd that on average, U . S .  
i nvestment i s  on l y  40 percent  a s  effic ient a s  Japanese 
investment .  

We have constructed an  index o f  real G ross Nationa l  
Prod uct which we can com pare with the  offic ia l  figure to  
indicate the  amount  o f fictic iou s  "val ue" i n  the econ omy.  
This  ficticious  cost, paid by the consumer o r  manufactur
er, is wh at we general ly ca l l  i n tlat ion . The widen i ng gap 
between producer costs (real  G N P) and price o f  the 
p roducts represents the i ntlatio n  poten t ia l  i n  the econo
my .  
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FISCAL POLICY 

A starvation budget 
for American farms 

by Susan Brady, Agriculture Editor 

If accepted, the proposed 1 983  b udget for the U . S .  
Department o f  Agricu l ture (US DA), based on the "free
market" austerity established by David S tockman's 
Office of Management and Budget at the outset o f  the 
Reagan administration wi l l  hur l  the American farm sec
tor closer to the collapse with which it is a l ready being 
threatened by the worst cash-flow crisis since 1 932 .  

As proposed by Agricul ture Secretary John  Block 
and his department, the budget out l ines a 20 percent 
reduction in USDA out lays featuring the following: 

• A $3 . 5  bi l l ion reduction in Farmers Home Admin
istration (Fm H A) lending including total e l im inat ion of 
the Business and Industry loan program,  slashing of  the 
R ural Housing loan program by three-quarters, and 
severe cuts in the Comm un ity Development, Emergency 
Disaster, and Farm ownership programs. 

• A $1 bi l lion reduction in FY 1 982 loan guarantee 
authority for the R ural Electric Admin istration ( R EA) ,  
by  recision ,  and a further $500 mi l l ion reduct ion for FY 
1 983 ,  in  addit ion to a $400 mi l l ion reduction in insured 
loan programs for rural-electric and telephone-service 
development. 

• A 75 percent reduction ,  from $220 m i l lion to $56 
mi l l ion ,  in funding authority for the Agricu l tural Con
servation Program and a $92 mi l l ion cutback in Soi l  
Conservation Service programs inc luding e l imination of 
new construction starts for watershed projects, termina
tion of  the Resources Conservation and Development 
program, and a reduction of  new contracts under the 
Great Plains Conservation program . 

• A $50 m i l lion reductio n i n  the Animal  and Plant 
Health I nspect ion Service programs including e l imina
tion of the grasshopper-control program and virtual 
e l iminat ion of  the gypsy moth , im ported fire ant and 
other pest-control programs, as wel l as transfer of  the 
brucel losis-eradication program to the pri vate sector. 

• A $ 1 .7 bi l l ion reduction in the Food Stamp Pro
gram result ing from changes in  el igibi l i ty-benefi t  levels 
and management streaml in ing and an addi tional  $1 bi l -

8 Economics 

l ion b udget saving in the transfer of two special  programs 
and the Elderly Feeding Program to the Department of 
H ealth and H uman Services. In addition ,  both the Spe
cia l  M i l k  Program and the Sum mer Feeding Program 
will be terminated a ltogether, for a saving of$88 mi l l ion .  

• The levy of "users' fees" wi l l  raise US DA revenues 
of  approximately $ 1 2  m i l lion in the Food Safety and 
I nspection Service. 

There are on ly two areas of  the b udget which enjoy a 
net increase in funding: agricu l tural research and export
market development .  But one must hasten to add here 
that in  the case of  agricu ltural  research the 4 percent· 
increase in funding is rendered a net reduction by infla
tion .  Furthermore, the funds are concentrated in the 
basic research programs to  the detriment of the Exten
sion Service, the con veyor belt for new techniq ues to the 
producers, which suffers a $2 mi l l ion budget reduction .  

Like the research budget, the $39 mi l l ion increase i n  
Foreign Agriculture Service and  PL-480 food a id  fund
i ng m ust be seen as a gesture consisten t with Secretary 
Block's often-stated commitment to accelerated research 
and technological breakthroughs for h igh-techno logy 
agriculture and to increased agricultural  profitabi l ity 
through expanded farm exports. 

President Reagan , i t  m ight be recal led, won wide
spread farmer support with the improbable promise o f  
" 1 00 percent of  parity in the marketplace." In  the real 
world, $39 mi l l ion wi l l  not help F AS or PL-480 make 
even a dent in the greatest potentia l  markets the Ameri
can prod ucer has, namely,  the vast developing-sector 
market now strangled by I nternational  Monetary Fund 
and World Ban k zero-growth dogma. 

Two ironies 
Overal l ,  the U S DA budget o ut l ine is guided by the 

"free-market" fraud which is the pretext for the worst 
horrors of " Reaganomics. " The extent of fantasy in
volved in promoting this fraud is high lighted in one of 
the biggest single budget-savings claimed by USDA-a 
projected drop in Commodity Credi t Corporation loan 
out lays from $6 . 3  bi l l ion in fiscal 1 982 to $ 1 . 8  bi l l ion in  
1 98 3 .  The CCC extends "price-support" loans to  pro
ducers with their crop as co llatera l ,  to a l low farmers to 
delay marketing their crop when markets are depressed . 

The i rony is this. M arkets have col lapsed over the 
past year under the burden of super-b umper crops and 
world trade slowed by general economic stagnation . 
S ince the beginn ing of  1 98 1  corn prices have dropped 
25 percent,  and in the past several months the demand 
for price support loans from the CCC has skyrocketed 
beyond the agency's lending cei l ing . An emergency 
measure rushed through the Congress last week has 
funneled $5 bi l l ion to CCC to tide them over unti l FY 
1 98 3 .  Furthermore,  another b umper winter wheat har
vest is in  sight .  What al l  this poin ts to is greater-than-
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ever pressure on the CCC's loan programs-exactly the 
opposite of the USDA b udget project ions ! To give 
USDA the benefit of  the doubt ,  we shall  not. here 
assume that el imi nation of many of  the pest-control 
programs is  a calculated move to faci l i tate the destruc
tion of more than half of  next year's food production .  

There i s  a further irony here, which colors the 
USDA b udget writers with a k ind of b lack humor 
unbefitting the department .  The projected CCC pro
gram savings are not even "out lays" in  the first place
they are crop loans, extended at interest rates that now 
reflect the cost  of  Treasury borrowing, and are paid 
back in fu l l ,  with i nterest, at term ! 

But this kind of fool ishness is dangerous .  The effect 
of the budget proposals for FmHA and REA demon
strate this clearly . The federal rep udiation of responsi
bi l ity for soi l  and water conservation ,  under the ruse of 
prioritizing "target areas" for program areas and a 
trans fer of these activities to the states bel ies Secretary 
Block ' s  stated commitments in  this  critical area of 
bui lding soil ferti l i ty .  

F m H A  a n d  REA are two crucial  institutions o n  
which the existence of  rural America depends .  Not only 
the " lender of  last resort" to American farm producers, 
FmHA has taken prime federal responsibi l ity for the 
development of  the k ind of housing, water supply,  and 
other rural infrastructure, and comm unity busi ness con
struction and land development which is the base that 
supports American agriculture.  FmHA's  Co mmunity 
Development Programs, s lated for e l iminat ion,  included 
loan programs for water and waste-d isposal develop
ment, comm un ity faci l it ies, rural fire protect ion,  as wel l 
as business and industrial program s.  Fm H A's  rural
development programs, moreover, are not dupl icated in  
any other agency , such as ,  for i nstance, the  Smal l  
Business Administratio n .  

Necessary programs 
The Fm HA housing and community-development 

programs can in no way be considered "extraneous" to 
American agriculture'S concerns, as the U SDA pre
tends .  The $ 1 35 mi l l ion i ncrease in Fm H A's Farm 
Operating Loan program, moreover, is hardly convinc
ing evidence of  USDA's  claims to be restoring farmers 
to first priority . Farm-ownersh ip loans wi l l  be chopped 
by $ 1 00 mi l l ion-at a time when one of the most serious 
prob lems is the financial impossibi l ity for young farm
ers to buy thei r own operations . 

A long the same l i nes, the Eco nomic Emergency 
Loan program operated by the FmHA since 1 978  and 
extended, albeit  "at the discretion of  the Secretary," in  
the  1 98 1  Farm Bi l l  under terrific pressure from produc
ers, has not been budgeted at al l !  The program has an 
expenditure authority for $600 mi l l ion ,  an d it  i s  virtual ly 
certain that the Secretary wi l l  be forced to open it  up in  
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the face of  threatened mass farm bankruptcies . 
The Rura l Electric Admin istration i s  the essential 

counterpart to the FmHA help ing to provide l ight and 
power to rural A merica . The REA acts as a "broker" to 
p rovide loan fi nancing to more than 1 ,000 cooperatives 
in 46 states formed to purchase and distribu te electric 
power to the sparsely settled areas of the country 
deemed " uneconomical" to service by the large, inves
tor-owned uti l i t ies . R EA "brokers" loans through the 
Federal Financi ng Ban k ,  the U . S .  Treasury office cre
ated in 1 973  to coordinate federal borrowings ,  and  pays 
FFB a premium of one-eighth of  I percent for the 
service .  F F B  obtains the funds from the money m arket 
at preferred rates , and it is advanced to the particu lar  
co-op on  a work-order bas is  on ly .  As  the U S DA budget 
itsel f shows, the entire $6 b i l l ion REA l oa n  program 
entails a total net out lay of  a mere $90- to-$ 1 00 m i ll ion 
in  interest subs idies .  

Overlaid on the admin istration ' s  Heritage Founda
tion-scripted antipathy to the REA co-operatives is the 
delus ion fostered by Federal Reserve Chairman Paul 
Vo lcker that federal government borrowing causes high 
interest rates and inflat ion .  

U ndersecretary of  Agriculture for R ural Develop
ment Frank Naylor ,  responsible for both FmHA and 
R EA,  obsessively repeats to anyone who will l i sten the 
l ie that the REA lending program s are being slashed to 
take pressure off the credit mar kets . S urely M r .  Naylor 

. i s  aware that i f  the R ural Electric Co-ops don' t  raise 
money through the Federal F inancing Bank that they 
wi l l  have to go i nto the market themselves for the same 
amount to keep up with the natural  2-3  percent a year 
growth in  rural power demand .  U n less, of course, Mr .  
Naylor has foreseen tha t  the  co-ops cou ld  on ly do  this 
at a potent ia l ly prohibit ive cost, and therefore antici
pates that they wi l l  s im ply roll over and die-along with 
rural America and American agricu lture .  

The immediate overal l  effect o f  the budget p roposals 
is to undermine the foundations of A merican agricul
t ure at a t ime when the farm economy i tsel f i s  in  the 
worst financial crisis since the I 930s, after two years in  a 
row of  decli n ing net inco me and the prospect of  a third .  
Product ion costs , lead by usurious  interest rates, have 
continued to soar .  Land values,  whose steady increase 
has provided the nomina l  asset base for new farm credit ,  
have begun to stagnate and dec l ine i n  some areas .  M ore 
than a third of  American farmers have m ortgaged every 
last bit of equity they have. 

All a long, as farm po l icies, dictated increasingly by 
the grain trading companies, forced producers to oper
ate below the cost of production, i t  is precisely the farm 
programs defined by agencies l i ke  the Fm H A  and R EA,  
among others, that have kept t he  fabric of  rural A meri
ca in tact and guaranteed the continued "miracle" of 
American agriculture.  
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Science & Technology 

NASA's programs 
are intact, for now 

by Marsha Freeman, 
Science & Technology Editor 

The fiscal year 1 983  administration request of $6 .6 1 3  
bi l l ion for the National  Aeronautics and Space Admin
istrat ion was the only budget victory for pro-growth and 
pro-science forces in the nation .  After a fierce batt le  with 
the Office of  Management and Budget , which had threat
ened to cut the budget down to $5 b i l l ion ,  the space 
agency managed to keep i ts current science programs 
intact and even start on advanced program planning in 
the Space Sh uttle effort .  H owever ,  the very fact that the 
NASA budget was not cut to the bone this year makes i t  
a l l  the more vu lnerable.  In  the face of economic disaster 
due to ever-increasing interest rates and a massive budget 
deficit, NA SA is vu lnerable because i t  is what remains to. 
be cut .  

I n  a budget press briefing Feb . 6 ,  NASA Admin istra
tor James Beggs revea led that he  had to appeal the O M B  
cuts three times t o  the White H ouse budget counci l  
before he fi nal ly agreed to the $6 .6 bi l l ion budget. The 
original NASA request was for $7.6 bi l l ion . 

Congressional concerns 
During two days of hearings on the FY83  request 

Feb . 9 and 1 0, mem bers of the Space Science and 
Appl ications subcommittee of the H ouse Comm ittee on 
Science and Tech nology exp ressed concern about the 
programs that have been cut by the admin istration . 

The fact that 1 2  mem bers of the subcom mittee, 
including the Chairman of the fu l l  committee, Don 
Fuqua ( D-F I . ) , were present for the heari ngs shows their 
concern for the nation's space program .  Subcommittee 
Chairman Fl ippo raised the quest ion of the "mi l i ta riza
tion" of NASA . His concern was the el imination of 
civi l ian techno logy development programs in place of 

aeronautics and space-related techno logy used by the 
mi l itary . At issue are the programm atic decisions, in
cluding the choice of a Shuttle upper stage needed to 
launch planeta ry payl oads from space, and the possibi l 
i ty that the NA SA Jet PropUlsio n Laboratory would  
ta ke on work for the Department of  Defense. Defending 
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the civi l ian technology goals of the space agency, Fl ippo 
stated that, "Only through a strong economy and 
successful competit ion in the in ternational marketplace 
can we susta in a strong defense program ."  

Of the  $6 .6  b i l l ion FY83 b udget, $3.467 bi l l ion is 
a l located for Space Sh uttle research and development . 
The main quarrel of the Congressmen and their Senate 
counterparts is the contin ued lack of funding for a fifth 
orbiter for the Shuttle fleet .  

Planetary problems 
One of  the major  concerns of  the science committee 

was OM B's stated goal  of sh utting down NASA's 
p lanetary p rogram . Presidential Sci ence Adviser Dr.  
George Keyworth stated in Decem ber hea rings that 
there might not be enough  money to do the Gal i leo 
mission .  The agency's request to begi n the Yen us Orbit
ing I m aging Radar (YO I R )  mission was denied by the 
O M B  and no other p lanetary missions are plan ned for 
a start in this b udget. 

Administ rator  Beggs, and his deputy, physicist Dr .  
Hans Mark ,  explained that  scienti fic review committees 
were studying the possib i l i ties fo r flying future pl ane
tary missions with less expensive , more specific space
craft .  

The  proposed modi fication of  NASA's Centaur 
l iq uid hydrogen rocket so it would fit in the Shuttle 
payload bay is not incl uded in the FY83  budget. The 
Centaur is needed as an upper stage to launch planetary. 
spacecraft, l ike Gal i leo, from the Sh uttle when in low
Earth orbit .  The budget opts for using an upper stage 
developed by the A i r  Force which has only one half  the 
capacity of the modified Centaur design. Using this 
upper stage, it would take th irty ext ra months for the 
spacecra ft to reach J upiter,  because it  would not be 
boosted from the Sh uttle at as high a velocity, at the 
added missi on cost of $ 1 70 mi l l ion .  

Looking to the future 
The one bright spot in the future programs is a 

budget increase from $8 . 8  mi l l ion to $ 1 1 . 9 mi l l ion in 
the advanced programs for the Shuttle .  Fund ing wi l l  be 
used to continue studies at the Marshal l  Space Fl ight 
Center  and Johnson Center in manned and unmanned 
space stations and p latforms in space for the I 990s. 

Administrati ve assistant Phi l ip Culbertson told the 
p ress Feb . 6 that if NA SA got the go-ahead from the 
White House, designs studies cou ld be do ne next year 
fo r a program beginning in 1 984. Administrator Beggs 
has stated repeated ly that the next goal for the manned 
space program should be projects leadi ng to a perma
nent U . S .  manned presence in space. Once the Space 
Shuttle completes its next two test fl ights in the coming 
five months, NASA m ust start p lanning the uses for its 
transportation system . 
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Domestic Credit by Richard Freeman 

A bear-market shakeout? 

Prepare for a huge downward skid in the u.s. stock market, 
because of profit and dividend shrinkage. 

L the first six months of 1 98 1 ,  with 
President Reagan newly arrived in 
office, and predict ions that the U .S .  
economy was "impervious" to ef
fects of the high i nterest rates of  
Fed Chairman Pau l  Vo lcker, the 
Dow Jones industri al stock average 
was on easy street. Confidence was 
high, and investors from around 
the world were pouring money into 
the stock exchange. The Dow 
opened the year around 960, quicky 
went above 1 000 and stayed there 
for six months. In June, after some 
ups and downs, the Dow was at 
1 0 1 2  and most Wal l  Street analysts 
saw this as the floor from which the 
Dow would leap off toward another 
p lateau .  

But starting in August of last 
year, the economy entered the sec
ond phase of a double dip recession, 
because of the high in terest rates of 
Vo lcker. By September, the Dow 
reflected this fact and had crashed 
below 900, and while i t  fl irted with 
the 900 level in December, it closed 
out the year in the 870 to 880 range . 

The prospect for the rest of 1 982 
looks grim . Leading economist 
Lyndon H .  LaRouche predicted 
this week that the Dow co uld lose 
between 1 00  and 200 points in 1 982,  
and that under a worst-case condi
tion , i nvolv ing mass bankruptcies 
along the line of the 1 930s depres
sion ,  it could p lunge to the 200 
mark .  What would justify such a 
dire prediction? 

The coming bear market is de-
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fined by one i ngredient: high inter
est rates, which wipe out manufac
turing, agricu lture, and construc
tion activity , an d m ust correspond
ingly slash profits .  And because 
most people buy stocks to earn divi
dends, stocks become unattractive . 

When combined profi ts of U . S . 
corporations hit  $ 1 45 bi l l ion in the 
fourth quarter of 1 98 1 ,  they had 
fa l len to their lowest level since the 
third quarter of 1 978 . Moreover, on 
an " inflation-adj usted" basis, they 
p lunged even further.  At  the start of 
the first quarter of 1 980, they were 

$ 1 40 b i l l ion .  By the end of the 
fourth quarter of 1 98 1 ,  they were 
down to $96 .4 bi l lion ,  a fa l l  of 3 1 .4 
percent .  

There is nothing to indicate that 
the profit  picture wi l l  get better, 
and much to i ndicate that i t  wi l l  get 
worse. 

The auto industry , despite re
bates of $ 1 ,000 or more per car, 
announced that auto sales for the 
first 1 0  days of February fel l  by 7 
percent . Consumers are scared sti ff 
of what they see happening to the 
economy, and even heavy discounts 
cannot lure them to buy cars. Re
cognizing this fact, the Genera l  
Motors Corporation announced 
Feb. 1 5  that it is closing two p lants 
in Cali fornia , i ts Southgate and 
Fremont plants, for an " indefinite" 
period . These plants produced, re
spectively, the front-wheel drive A
and J-cars, which were supposed to 
save the auto industry . 

Kaiser Stee l ,  the n ation's ninth 
largest stee lmaker, announced Feb . 
8 an extraordinary $563 mi l l ion  l oss 
for the fourth quarter of 1 98 1 ,  whi le  
the U . S .  stee l industry has been 
skiddi ng along at 60 percent of ca
pacity for the first six weeks of the 
year. 

I nternationa l  Harvester has an
nounced that i t  wil l  close all of its 
U . S .  farm m achinery production 
for two months starting M arch 8, 
whi le John Deere, a nother farm im
plement maker ,  announced Feb. 9 
that it is laying off 2 ,000 workers 
and closing three p lants in the Mid
west. 

This is  not an environment i n  
which t o  expect growing profits .  
Moreover, over the l ast two years, 
the n ation's corporations main
tained arti ficia l ly  high dividend 
pay-outs i n  order to keep the confi
dence of  the common i nvestor, and 
wi l l  not be able to continue that 
level of pay-out .  According to a 
study done by Manufacturers Han
over Trust, in 1 98 1  corporate cash 
d ividen d pay-outs total led $65 bi l 
l ion,  which was $ 1 5  bi l l ion higher 
than in 1 979, even though in  1 979 
after-tax profits were $20 b i l l ion 
greater. 

As a result ,  the ratio which di
vides div idends by after-tax profits 
rose to 42 percent i n  1 98 1 ,  the h igh
est level since 197 1 .  In  other words, 
42 cents of every after-tax do l lar i n  
profits was paid o u t  in  dividends. I f  
the same level o f  cash div idend pay
outs were made in 1 9 82 as in 1 9 8 1 -
that i s  $65 b i l l ion-but i f  profits i n  
1 982  fal l  by  even 1 0  percent ,  the 
cash pay-out ratio wi l l  be a stagger
ing 50 percent .  

Corporations cannot maintain 
this .  B ut i f  they cut dividends, there 
goes the value of their stock .  This is 
what is mostl i k ely  to happen . 
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Labor in Focus by Mel Klenetsky 

A two-tiered workforce 
The Ford-VA W contract revives a distinction pioneered by the 
Nazis: between skilled workers and ·spares.' 

Rfore the N azi era, s k i l led work
ers in the great i ndustr ia l  p l an ts o f  
Germany's Ruhr  were p rovidt:d 
with homes and other ameni t ies, 
and ,  u nder the sensi b le  system in 
troduced by the  Krupps, were 
largely kept employed even dur ing 
periodic depressions .  With a gener
a l ly  expanding indust ry, the ranks  
of  ski l led workers were  en l a rged, 
d rawing in young worhrs. m uch  as 
Japanese ind ustry does today . 

U nder the Hi t ler-Schacht t:con
amy 'of the 1 9 30s, the prod uction  
system was  overturned . The sk il led 
workers rem ained, and were gen er
a l ly  protected from the Gestapo. 
the Labor Service, and th e d raft, 
because H i t ler needed sk il led labo r; 
but ordinary facto ry workers wo uld 
no longer move upward in sk i l l  a nd  
income. 

Those workers were su bject to 
constant recycling, and were in
stant ly replaced i f  they d id  not pe r
form properly-in the 1940s. t h is 
usually meant being sh i pped t o  t he 
Eastern Front .  Even tua l l y, the low
er tier o f  the labor fo rce h ad g round  
up so many German workers t h at i t  
began to draw upon "foreign work
ers . "  That, in the en d, turned i n to  
the  use  of  slave labor. 

As  the Un ited States presen tly 
p lans an armaments build-up. Ford 
Moto rs has t urned to t he Hi tle r
Speer wart ime system: a two-t ie red 
workforce, in wh ich the older. more 
sk i l led employees are ma i n tai ned· 
whi le the lower-t ier employt:es art: 
used and d i scarded at need . 
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The new Ford-UA W contract, 
u nanimo usly rati fied by the 26-
member I n ternat ional Execut ive 
Board of the UAW on Feb .  1 4, 
estab l i shed that system for the fi rst 
time in the U n i ted States. It creates 
a top t i er of "permanent employ
ees," the men who have 1 5  years or 
more sen io rity, and a bottom tier of 
newly hired workers and those with 
l ess th an 15 years '  sen io rity .  

I n  t h e  upper ti er, i f  the  worker i s  
la i d  o ff, ht: w i ll collect ha l f  pay for 
h is l i fet ime from the company.  This 
is less than the fo rmer Supplemen
tal  Unemp loyment Benefits, wh ich 
brought the combined S U B  and 
unemp loyment compensat ion up to 
85 percent  o f  the empl oyee's regu
la r wage, but the  S U B  benefits have 
been exhausted by the three-year 
co l l apse in  Detroit .  

The company has fu rther p rom
ised to  i nsta l l  a p i lot  program in  
two unspeci fied p la nts t hat w i l l  
p rovi de l i fet ime employment for 80 
percen t  o f  the workers in  th ose 
p l an ts. 

Both  the  company and  the 
union re fuse to say how many 
work ers h ave 1 5  yea rs' seniority, 
but  it is est imated to be as many as 
70,000 of a tota l  of 1 95,000 workers 
emp loyed by Ford i n  1 978, a peak 
year . 

This is n ot to say that the upper 
t it:r will be we l l  t reated . According 
to t he  p rovis i ons of  the agreement ,  
s ix paid holi days wi l l  be abo l ished, 
the an n ual 3 percent  wage increase 
will be elim inated through 1 984, 

and  the cost-of-li v ing supplement 
wi l l  be frozen for the next nine 
months .  

U A  W chief  Doug Fraser's 
claim that " i t  was beyond our  
means" to do more for the 54,000 
la id-off workers is an ind icat ion o f  
the fate of  the lower- t ier workers. I n  
the immed iate futu re, they w i ll s im
ply n ot be em ployed . However, i f  
Ford  is used to  gear up for arms 
product ion ,  the laid-off workers 
and/or  new h i rees wi ll be taken in . 

I n  a complete break from stand
ard labor practice, the Ford- UA W 
pact a l lows the company to pay 
substandard wages- 1 5  percent 
less-for  as l ong as 1 8  months .  The 
usual pract ice i s  1 0  percent less for a 
30-to 60-day probationary period .  

The N at ional M aster Freight 
Agreement between the Teamsters 
un ion  and the truck ing i ndustry, 
wh ich i s  usually a n at ional pace
setter for labor, was negotiated in 
January with a s im ilar category o f  
substandard n ew  employees for the 
fi rst 1 2  months .  

Fa r from bei ng crit ical of the 
auto i nd ustry for i ts p replanned 
shr in kage to approximately hal f of  
1 978 prod uction ( i t  i s  now produc
ing at one-th i rd of 1 97 8  levels) , the 
UA W leadersh ip  is mighti ly 
pleased by the plan work ed out with 
Ford .  

Doug Fraser was notably enthu
s iast ic .  "We have sta rted down a 
new road." Fraser told reporters 
after the pact was  announced. " We 
have reached the po int  in the auto 
industry that workers  w i ll be treat
ed in a more humane way in reces
s ions  than they h ave in the past . "  

I f  the  fu tu re o f  the Un ited States 
fo l lows  the co urse ,o f Germany in 
the 1 930s and 1 940s, Doug Fraser's 
claim that the pact wi l l  be hi storical 
may prove ent i rely co rrect. 
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Banking by Kathy Burdman 

Who's destroying American banking? 

Part I V: C. Todd Conover, Comptroller o/the Currency, is out 
to eliminate all government regulation. 

The u .s .  Comptrol ler of the Cur
rency , C .  Todd Con over. who i s  
responsible fo r most regu lation of  
the  U .S .  bank ing system,  has an
nounced that  h is  o ffice i s  gett ing 
out of  that bus iness .  By the end of 
1 982 there wi l l  be no government 
bank regulat ion in  America.  

That i s  the only concl us ion I can 
draw from the "Strategic Plan" for 
the 1 980s issued by M r. Conover 
for the Office of  the Com ptrol ler of 
the Currency (OCC) last month. 

The 32-page plan i s  a b lueprint 
for a l lowing the tradi t ional  bank
ing system to be shut down, as a 
del iberate act of pol icy .  It wi l l  be 
replaced by a tota lly unregulated 
"financia l  services market," M r .  
Conover's document states , made 
up of "non-banks" l ike Wal l  St . ' s  
giant M erri l l  Lynch, fo rmer home 
of Conover's boss, Treasury Secre
tary Don Regan, and of "financial  
supermarkets" l ike Prudenti al I n
surance with its banking and stock
brokerage subsidiar ies .  David 
Rockefel ler's Chase M anhattan 
and other giant ban ks are a l ready 
becoming "superm arkets ."  But 
most of America's 20,000 smal ler 
banks and S& Ls won't make i t .  

Comptro l ler Conover says  th i s  
clea rly on  page I I  in the  " M iss ion 
Statement" for h i s  office. The crite
rion of action for the OCC wi l l  no 
longer be the preservation of U .S .  
banks ,  i t  dec la res . Rather, the 
Comptroller's "mi ssion" w i l l  sh ift 
toward providing the " free market
place" with whatever financia l  ser-
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vices it demands .  
"The national  interest requires 

that there be a . . .  financial system 
that makes avai lable to the public 
the widest variety of  fi nancial ser
v ices in a competitive market
place," the " M ission Statement" 
reads .  To serve the "free market" 
( i . e. Wall Street , )  the Comptroller 
m ust "achieve the appropriate bal
ance between promoting and as.sur
i ng the safety and soundness of  the 
national banking component of  the 
fi nancia l  system" on the one hand, 
"and promoting the competitive
ness of the financial services market 
place [emphasis  added ] . "  

By  "appropriate balance," the 
rest o f the plan makes clear,  Conov
er means creati ng the perfect finan
cia l  system for a "post-industr ia l  
society ,"  where credit wi l l  not be 
ava i l able from tradit ional banks for 
industry and housing,  but  on ly for 
the service and computer sectors .  

The p lan  clearly states that  
thousands of lowly bank s  and 
S& Ls wi l l  be a ll owed to go bank
rupt, i f  the end result benefits the 
" freedom" o f  M erri l l ,  Lynch et a l . 
"The OCC m ust balance concern 
for individual bank survival with the 
respons ib i l i ty fo r . . .  a competitive, 
efficient,  and stable fi nancial  ser
vices m arket p lace," the p lan states 
on page 3. This  "can be ach ieved in 
a system that has an acceptable 
number of failures but avo ids a col
lapse of a large member of  the sys
tem or  of  a large n umber of  smal ler 
institutions .  " 

"The interests of users of finan
cial services are the p rimary con
cern of OCC-of even more impor
tant than the preservation of the na
tional banking system, the miss ion 
conc ludes. 

" I f  i t  should develop that indi
vidual banks might be harmed by 
removal of legal barriers to compe
tit ion that would enhance service to 
the public,  the OCC should support 
increased competition . "  

" I f  i t  should develop that the 
p ub lic would obtain superior finan
cial  services thro ugh other institu
tions, OCC should support their 
ab i l ity to compete [emphasis add
ed] . " _ To get this "post industrial, 
post-banking system ,"  the "Goals" 
sect ion of  the plan concretely pro
poses: 

• Review the N ational  Bank 
Act and other statutes governing 
financia l  i nst it ut ions in order to re
write the bank laws to allow "non
banks" to perform all banking ac
t ivi ties ,  and to help Chase M an hat
tan and other gi ant banks become 
"non-banks .  " 

• Exercise the OCC regulatory 
authority . . .  to al low big banks  to  
be  bought up by, or  to buy,  non
banks and th us become "supermar
kets . "  C i ted is the acquisit ion of 
Marine Midland Bank by one o f the 
centra l ban ks for drug money, the 
Hongkong and S hanghai Ban k .  

I n  particu lar ,  the plan envis ions 
that "deposits rate cei l i ngs wi l l  be 
phased out ,"  i .e . ,  no more usury 
l imits ,  and "geographic barriers to 
competition wil l  perhaps be com
p lete ly el im inated ,"  i .e . ,  repeal of 
the M cFadden Act, Douglas 
Amendment, and other regulations 
which now protect the 20,000 re
gional  banks from buy-outs by the 
fi nancial  g iants . 
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Gold by Montresor 

Gnomic advice for America 

There can be, say the Swiss, no gold standard to the rescue--':" 
except as savage deflation. 

The Swi ss are going o ut of their 
way to reinforce the idea, conveyed 
by American monetari sts, that the 
United States wil l  never participate 
in a world gold standard. 

The U . S .  Gold Commiss ion,  
appointed last  year by President 
Reagan to investigate whether gold 
had a chance for use i n  the U . S .  
monetary system, returned by a 
vote of 1 5  to 2 at its Feb . 1 2  meeting 
a verdict against the gold standard . 
Except for the recommendation 
that the U .S .  Treasury mint a new 
go ld coin ,  the Gold' Commission 
slammed the door on a U .S .  return 
to gold.  

Furthermore, the ann ual report 
of the President 's  Council of Eco
nomic Advisers, which was released 
Feb 10 ,  did not merely reject gold, 
but painted a picture of an extreme 
deflation that would result from the 
adoption of  the gold standard.  
While at first this might be attribut
ed to the monetarist, anti-gold pro
cl ivities of CEA Chairman M urray 
Weidenbaum,  something else is ac
tually afoot. 

The CEA sect ion on gold,  Mon
tresor has learned , was wri tten by 
one Signor Michele Fratiani ,  the 
newly appointed international 
economist of the CEA, a former 
pro fessor at the Jesuit-controlled 
Un iversity of Louvain ,  and more 
important,  a member o f  the secre
t ive Siena group of I talian and 
Swiss bankers and ol igarchs. Frati
ani is reflecting the o utloo k of  the 
Swiss, who want to imp ress upon 
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du ll -witted A mericans that gold is  
not an instrument for control l ing 
inflation and promoting economic 
development, but  of  extreme defla
tion and economic contraction .  
Fratiani wrote i n  the publ ished 
C EA annual report that, "the evi
dence presented indicates that pre
vio us gold standards were charac
terized by I) lower average inflation 
and m oney supply growth ; 2) great
er fl uctuations in  inflat ion ,  money 
supply and output growth; and 3 )  
h igher unemployment rates than  i n  
the  period 1 946 to 1 973 ." 

Following the release of  the 
CEA report, Rainer Gut, the 
Chai rm an of  Credit S ui sse, one of 
the Big Three Swiss banks ,  flew in 
from Zuri ch to address the Nation
al Press Club in  Washington ,  D . C .  
Feb I I . G ut gave a hair-raisi ng de
scription of the go ld standard . 

" In stead of the hoped-for 
cheapening of money and boost  to 
growth, recessionary tendencies 
usual ly accompany the return" to 
gold,  he said ,  adding that there 
would "be a period o f  stagnation 
that genera l ly has accompanied a 
return to gold ." He  cited h istorical 
examples to support this view . 

G ut pred icted that po litical 
pressure could bring about a return 
to the gold standard by the United 
States but that i t  would take a dec
ade to do so . H owever ,  G ut stated, 
" I f  the quest ion ' D o  you want a 
dollar as good as .gold?' were put to 
an American public disenchanted 
with Reaganomics and high inter-

est rates, such a move cou ld become 
a rea lity ." 

With the latter remark,  Gut has 
made the Swiss position coherent .  
The Swiss-without saying so by 
name-are currently organizing 
against the proposal put forward by 
economist Lyndon H .  LaRouche 
for a a new world gold standard, 
with gold valued at $500 per troy 
o unce. LaRouche's proposal would 
create new credit for financi ng the 
import of high-technology capital 
goods from the West in to the Third 
World . This v iew has adherents in  
the  U . S . ,  as well as in  Europe.  

In addit ion, there are those in 
Europe,  not sharing the exact Lar
ouche view, who nonetheless have a 
s imi lar notion of  mobi lizi ng world 
gold reserves to increase world 
trade levels. Such a move would 
most l ikely involve the Soviet 
U nion ,  with i ts large gold reserves 
and gold production capacity and 
i ts  large economy,  i n  the scheme. 
The Swiss, who through the Bank 
for I nternational Settlements, are 
p ushing for the disorganization of 
the world monetary system , 
thro ugh their drafting of the high 
interest-rate policy of the U . S .  Fed
eral Reserve. The Swiss wo uld l ike 
to see the world brought to the 
bri nk  of  disaster and strictly reor
ganized on their own terms.  They 
do not want the U . S .  or any other 
government, in the meantime, to 
adopt a gold standard . 

H owever, were the lead ing gov
ernments of the world, in the envi
ronment of  mounting eco nomic 
turmoil ,  to move toward adopting 
the LaRouche proposal or some 
variant of  a pro-economic-growth 
gold standard, the Swiss want to be 
in the position to move in and su
perim pose their deflationary gold 
stan dard instead. 
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IntemationalCredit by Renee Sigerson 

A Third World credit crunch 

Once-preferred major borrowers face the prospect of sharp 
reductions in loans from international banks. 

From December 1 98 1  to J anuary 
1 982 ,  reports the Paris- based Or
ganization for Economic  Coopera
tion and Development (OEeD) ,  
loans issued by international banks 
fel l by 24 percent . The drop in ban k 
lending, the OECD notes, is mostly 
traceable to a sharp reduction in  
borrowings by  Th i rd  World coun
tries, particularly those which are 
net consumers of oi l .  

Evidence is  now m ounting that 
this borrowing decl ine by Th i rd 
World nations at the onset of 1 982 
is not a short-term development . 
Rather, a harsh l im itation of cred its 
to developing countri es is appar
ently going to be imposed by i nter
national banks. The banks have 
been th reatening to m a ke th is dras
tic move ror two years now,  ever 
since U . S .  interest rates began thei r 
h istoric high levels in 1 979. Evi
dence indicates the banks are now 
very serious about carry ing out 
their threat. 

A push ror a cutofr of credit to 
the Thi rd Wo rld  is being publicized 
particularly by Sw iss international 
banks. 

On Feb . I S , the Neue Zurcher 
Zeitung, Switzerland's leading fi
nancial dai ly ,  targeted Mexico, the 
second largest net bo rrower in the 
developing sector .  In an article en
titled, " M exico in Fo reign Eco
nomic Di lemma" the NZZ states: 
" In  the past year, the offic ial sector 
alone too k up $ 1 4 .9  b i ll ion in for
eign credits, raising its total indebt
edness to $48 b ill ion . . . .  This d ras-
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t iC mcrease in  the rate o f  new in
debtedness . . .  gives representa
ti ves of foreign bank ing circles rea
son to take a more cautio us view of  
Mexico as a debtor country . "  The 
M exican government  i s  planning to 
raise $ 1 1 b i l l ion on i nternational  
markets d ur ing 1 982 ,  NZZ notes . 
This wi l l  "raise foreign debt to $60 
b i ll ion," the Swiss bankers' jo ur
nal adds, "assuming that the i nter
national banks are wi l li ng to coop
erate . " 

Before the 1 979 l i ftoff of U .S .  
interest rates, o i l-producing Third 
World countries l i ke Mexico, as 
wel l as Third World countries with 
large populations l i ke Brazi l ,  were 
ranked among the m ost credit-wor
thy borrowers with which interna
tional ban kers could seek to do 
b usiness. 

S ince then , h owever, these 
countries-through no fau l t  of 
their own-have been forced to al
locate up to 50  percent of  al l  new 
ann ual borrowings simply to amor
t ize interest-rate costs o n  back 
loans. 

These Third World borrowers 
now faced with the d i lem ma of  hav
ing to seek new loans, if on ly to pay 
o ff old debt, at the same time that a 
powerful faction in the internation
a l  b an king comm unity , apparently 
spearheaded by the Swiss, are in
sisting that the Third World reduce 
its credit demand.  

Current developments in Ar
gentina,  which has over $32 bi l l ion 
in outstanding i nternational  debt, 

provide a devastating profile of  the 
sacri fices i nternational banks  are 
now demanding i n  exchange for 
loans to refinance that old debt . 

As EIR documented i n  o ur Jan . 
26 issue, Argentina i s  being subject
ed to a process of "Chileanization ," 
that is ,  an intensity of  domestic aus
terity which m ay destroy all rem
nants of  parli amentary democracy 
i n  that country. 

U n der  t he regime of  Economics 
Min ister Roberto T .  A lemann,  who 
served a s  the A rgent ine representa
t ive for Un ion  Bank of  Switzerland,  
most publ icly owned corporations 
a re being put  up  for sale to private 
industry; a complete wage-freeze 
has been imposed in the govern
ment sector despite a 1 30 percent 
ann ual rate of  i n flation ;  and the 
only sector of  industry w hich wi l l  be 
allowed to grow is production for 
export. 

Industri al capacity util ization is 
currently 48 percent in A rgentina,  
and unemployment is estimated to 
be at  least 4 mi l l ion . The A lemann 
regime has announced it  wi l l  do 
nothing to a l leviate th i s  in dustrial 
shortfal l  unti l  after the inflation cri
sis i s  cracked-whatever the cost . 

In its Feb . 1 5  co lumn on Mexi
co , the NZZ leaves l i tt le room to 
doubt that this i s  the k ind  of  treat
ment the Swiss banks are now de
manding be applied to Mexico . 

The Mexican government wi l l  
attempt to negotiate long-term refi
nancing of $9 bi l l ion in short-term 
debt this year, the NZZ reports . Its 
prospects for success, the journal  
warns ,  are not great, because "the 
apparent policy o f  the international 
bank ing world has been,  up unti l  
now, restricted to short m aturities 
and higher interest rates"-a cycle 
which could force M exico , l ike  Ar
gentina ,  i nto h yper inflat ion .  
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Energy Insider by William Engdahl 

The battle for a nuclear Northwest 
Why one o/the nation 's highest-paid lawyers has become 
interested in representing ' the people. ' 

A surprisingly s uccessful $850 
mi l lion bond sale Feb . 16 would 
seem to ensure that the Washington 
Public Power Supply System 
(WPPSS) will be able to construct 
three nuclear units out of  an origi
nally projected complex of five 
units .  B ut it  turns out, no such thing 
i s  ensured . 

M erril l Lynch told me that the 
reason for the successful bond i ssue 
was an earlier decis ion to cancel 
units 4 and 5 .  U n der a financial 
agreement with WPPSS dating 
from the early 1 970s, the first three 
units are effectively government
backed through a "net-bi l l ing" ar
rangement with the Bonnevi l le 
Power Administration ,  a federal 
agency which wi ll purchase all 
power generated by the three units . 

B ut because units 4 and 5 en
joyed no  such agreement, and were 
farther from completion ( 1 5  and 25 
percent, respectively) these became 
targets of  opportunity for anti-nu
clear forces, who not only succeed
ed in having them cancelled, but are 
now working on ways to force can
cellation of 1 , 2 , and 3 .  

. 

Oregon, Washington,  and the 
three other states which are i nclud
ed i n  WPPSS's power grid have 
plenty of anti-nuclear kooks .  B ut 
the man beh ind i t  all is Joseph Cali
fano . 

Cal ifano's variegated career i s  
tied together by an effort to under
cut traditional institutions and pro
growth constituencies . He created 
the 1 960s War on Poverty, and was 
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involved with McGeorge B un dy 
and Cyrus Vance in the "counterin
surgency" projects that triggered 
the riots of that decade . Cal ifano 
a lso encouraged the use o f  the Civ i l  
Rights Act o f  1 964 to break up 
po lit ical machines, tr ied to reorga
nize the Commerce, Agriculture ,  
and Labor Departments,  and 
helped i ntroduce systems analysis 
into the federal budgeting proce
dure. He was i nstrumental in im
posing the " McGovern Reforms" 
on  the Democratic party in 1 974, 
and went on to become J immy Car
ter's HEW Secretary . 

The real problems for WPPSS 
began last year when a group m is
named " Don't  Bankrupt Washing
ton" was helped by Mr. Cal ifano ,  
one o f  the  highest-paid l awyers in  
the  nation ,  in drafting " In it iati ve 
394 ,"  which passed on Washing
ton's  N ovember bal lot .  The five
state WPPSS system m ust now get 
voter approval every time it  needs 
to borrow to complete n uclear con
struction .  To date, WPPSS has h ad 
to do so every th ree to four m onths .  

S ince this  i s  patently unconsti
tutional ,  WPPSS bond-holders 
have gone to court to overturn the 
referendum . Joseph Cal ifano has 
agreed to represent the enviro n
menta lists i n  defending the statute, 
a remarkable move i ndeed . 

I f  he succeeds in preserving 1 -
394,  no bond house wil l  ever agree 
to lend for construction of un i ts I, 
2, and 3 ,  a project then subject to 
"democratic" whim and hysteria 

every s tep of the way . Moreover, he 
would h ave a precedent to utterly 
k i ll n uclear construct ion nationally 
by similar "democratic" means .  

But that is  on ly  one  option . 
Un its  4 and 5 were cancelled largely 
through the press hysteria generat
ed by a Seattle Post-Intelligencer 
journal ist ,  Joel  Connally,  a Sierra 
Club mem ber, and the l ies and fab
rications  of an Oregon Congress
man ,  Democrat J im  Weaver, an 
anti-nuclear kook-type. Rep. 
Weaver,  who thinks WPPSS 
"should default  o n  all  its bonds," 
began touri ng the state a few 
months ago whipping up consumer 
fears over rate- increases i n  opposi
t ion to WPPSS's plan to simply 
" mothball" units 4 and 5 unti l  eco
nomic condit ions improved . 

Then ,  a W ea ver aide fi led a law
suit to force 4 and 5's outright can
cellation-although a study com
missioned by state governors 
showed mothball ing to be the chea
pest option for the 88 municipalities 
who formed the WPPSS umbrella
uti l ity-costing only about $ 1 50 
mi l l ion . WPPSS finally conceded to 
cancellation ,  however, leaving a 
$7 . 38  bi l l ion debt, of which $5 . 1 3  
bi l l ion is  interest (thanks to Paul 
Vo lcker)-which sti l l  must be re
paid over the next 35 years .  

N ow, Weaver , Cal ifano,  and 
groups with n ames l ike the " Light 
Br igade" are t rying to organize a 
"rate-payers revolt ." So,  i f  Cali
fano can maintain 1-394, he  eventu
ally bank rupts nuclear ut i li ties . But 
if he can't ,  the obvious next step is 
to demand that the $7 .38  bi l l ion 
debt on  a lready cancelled units 4 
and 5 not be passed on to rate-pay
ers, but be borne by the WPPSS 
consortium-an added obl igation 
which will ensure no lending for 
construction of  units 1 , 2 , and 3 .  
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World Trade by Mark Sonnenblick 

Cost 

NEW DEALS 

$ 1 .6 bn.  

$ 1 .4 bn. 

$26 mn. 

$88 mn. 

Principals 

Turkey from 
West Germany 

Papa u N ew 
G u i n ea fro m  
A u stral ia/ 
U .S.A./ West 
Germany 

I ra n / U . S. S. R. 

Mexico fro m  
U . S. A. 

N igeria fro m  
Brazi l 

CANCELED DEALS 

$ 1 4  bn. 

$2 bn . 

N igeria fro m  
U . K .  et al.  

C h i l e  fro m  
U . S.A. 
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Project/Nature of Deal 

Turkey negotiating fo r two 400 MW n uclear plants with 
K W U .  

Huge open-pit  O k  Tedi m i n e  for g o l d  a n d  copper being 
d ug i n  the m i dd l e  o f  New G ui nea in an area with  400 
inches of rai n /yr. J o i n t  venture o f  B ro ke n  Hil l ,  A m oco 
M inerals ,  Meta l lgesel lschaft, and Papua New G uinea 
state. Pit has top l ayer of 34 m n .  tons  o f  ore with 2.86 
grams gold /t. Copper o re i s  l ow-grade, but  o wners 
h o pe copper prices will  i m p rove by time copper produc
tion beg un in  1 986. T i l l  then, they are going for the 
go ld. 

Soviets have signed deals fo r Soviet b u i ld ing 800 mega
watt gas-po wered e lectric plant at Ahvez and fin ishing 
1 ,260 M W  p l a n t  at I s fahan. Other  agreements expected 
on a seco nd dam on their b order for irrigatio n  and 
e lectricity to be shared by the partners. 

D ravo of  Pittsb u rg h  w i l l  design 3 m n. tpy iron ore 
pel letizing plant fo r $2 bn. Las  Truchas steel com plex. 
D ravo will  design , engineer, and m anage procurement 
a n d  constr ucti on.  

Structura, S.A. ,  of  Brasi l i a  w o n  construct ion supervis
ing contracts for 7 n ew cit ies i n  N iger R i ver delta, each 
of  which wi l l  ho use 50,000 peop l e  at cost o f  $40 m n . /  
city. E n c o l  S. A. , a l s o  Brazi l ian , w i l l  b u i l d  2 o f  these 
prefab cit ies. Two others are a l ready u n der construction 
by Fin n i sh and Israel i  contractors. 

Consort ium of  oi l  com panies i n  N igeria 's  1 .6 m n. cu. 
ft. / yr. l i quefied n at ural  gas proj ect has l i q u i da ted itself 
fol lowing withdrawal o f  Ph i l l ips  Petroleum and B P. 
Other companies a re p ressuring N igerian govt. for 
m o re concessions in return for revi vi ng project. World 
Ban k-reco m m e n ded consultants  wi l l  speci fy terms of  
poss ib le  new deal.  

Exxo n  has shelved development of L a  Disputada copper 
pit ,  " pending fu rther studies." However, Exxon M i n
erals m a n ager i n  Chi le admitted that engi neer i ng stu dies 
were no lo nger being conducted at  the site. Exxon paid 
$ 1 1 2  m n. for the operating m i n e  o n  s ite in  1978; the 
proj ected $2 bn.  expansion i nvestment was registered 
and widely reported as  proving i nvesto r con fi dence in 
Pinochet govt. Of $4 .4 bn.  foreign i n vestment  author
ized between 1 973 coup a n d  Sept.  198 1 ,  o n ly $ 1 .2 bn.  
was actual ly  expended, according to govt. 

Comment 

Problem is  fin a n c i ng. 

Financed by Cit ibank
led con sortiu m  at 1/4% 
over L I BO R. 

Iranian energy m I n i ster 
said goods transshipped 
through U . S . S. R. to 
I ra n  rose fro m  I m n .  
tons i n  1978 to 3.4 m n .  
tons i n  1 98 1 ,  despite war 
with I raq. 

Turnkey basis.  

Brazi l has over $1 b n . /  
y r. service income fro m  
N igeria. 

C o m pa nies b laming 
Western S iberian gas  
p ipe l ine ,  but  market h u rt 
m ore by i n dustrial  reces
s ion and s l i pping o i l  
prices. 

C hi lean ru les faci l i tate 
speculative holdings by 
companies seeking to 
lock u p  m i neral  reserves. 
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Business Briefs 

Agriculture 

Farm co-ops get 
export credit 

The u .s .  Farm Credit System's  Banks  
for Cooperatives can now m ake loans for 
short-term export fi nanc ing to agricul
tural  cooperatives.  

This long-sought faci l i ty  w i l l  benefit 
the cooperati ves, whi ch now control  o n l y  
1 0  percent  o f  g r a i n  exported. J on G ree
neisen ,  chairman of the BCs'  i n ternation
a l  services commit tee, says: "I  don ' t  
th ink  that  the cooperati ves are ever  going 
to displace Cargi l l ,  Cont inenta l ,. and  
Bunge .  That  i s  not  the  objective .  The 
objective is  to give the farmers of this 
co untry a n  a l ternative source fo r m arket
ing their  grain on the international  mar
ket s . "  The U n ited States has bum per 
crops which are costly to store;  new mar
kets w i l l ,  among other th ings ,  help e l i m
inate this  expen se . 

Trade 

U.S. reciprocity bills 
will not be vetoed? 

A d m i n istrati on so urces have told EIR 
that they expect the admin istrati on to 
a l low some of the trade reci proci ty  b i l l s  
now before Congress to  pass .  " U nless we 
want to veto them, we have no  choice, 
since some of them will most certa in ly  
get  through ,"  said o ne o fficia l .  

T h e  bi l ls ,  aimed particular ly  at J apan , 
would a l low the U n ited States to restrict 
certain imports from any country 
deemed to be denying an open m arket to 
U . S .  goods, services , or  investm ent .  

Hear i ngs are schedu led to begi n 
aro un d  M arch 25 on Sen . J o h n  Dan
forth 's reci procity bi l l ,  S .2094. By that 
t ime the adm i n istrat ion  wi l l  have to come 
up with a position . C u rrent ly  the various  
Departments are  reviewing a 3 7-page 
ana lysis prepared by the U . S .  Trade Of
fice .  A ccordi ng to admin istrat ion  offi 
cials ,  t h e  U S T R  papers t a k e  the v i e w  that 
the current G ATT system should not be 
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replaced by an o vera l l  reciprocity syste m .  
C urrently t h e  U n ited States treats Japan,  
for  example ,  the way it treats other m ost
favored nations;  the new system would 
mean treat ing Japan the way i t  t reats the 
U nited States.  

Sources report that  the Trade O ffice 
acted as tech nical  advisers to Danforth 's  
o ffice to  enable h i m  to des ign a b i l l  that 
would not v io late G ATT. 

Foreign Exchange 

Behind Mexico's drastic 
peso devaluation 

A t  10:00 P . M .  o n  Feb . 17 ,  the B a n k  of 
Mexico, M exico's  central  ban k ,  suspend
ed a l l  suppo rt operat ions  for the peso .  
Without  support,  the peso i m m ediately 
pl unged to approxi mate ly  38  pesos to the 
do l lar ,  a 30 percent  drop . 

The M exican m ove was a concession 
to i n tense pressure fro m  o utside i n terests, 
parti cular ly  Swiss fi nancia l  command 
centers and  the I n ternational  M onetary 
F u n d .  A ccording to sources at Wharto n  
who helped arrange t h e  deva luation ,  the 
deci s ion was worked out  when an  I M F  
delegat ion was i n  M exico i n  late J a n  uary . 

I n  Feb ruary,  capital-fl ight  o perations 
against  the peso had i ntensi fied.  Foreign 
bankers had simultaneo usly informed 
M exico that devaluation was a prerequisite 
for M exican access to the $1 / -$14 bil l ion it 
is  expected to borrow this year. 

In the fi rst two days'  trading after the 
devaluation,  the peso he ld to the 3 8  to 
the do l lar  level without g reat fl uctuation 
an d i n  the midst  o f  what m ost observers 
termed "general cal m ." M any sources 
noted that this  was d i fferent from the 
sit uation in  Septem ber 1976, w hen M ex
i co last deval ued . 

The ca lm s uggested that some k ind  of  
dea l  had been wor k ed o ut ahead o f  t ime 
between the M exican fin an cia l  authori 
t ies  and i nternationa l  fin ancia l  centers.  

The alternative to sharp devaluati o n ,  
exchange controls ,  w a s  debated at the 
highest levels  up  to the last moment ,  
so urces stated . 

u.s. Economy 

Industrial production 
plunges in January 

The Federal  R eserve Board announced 
Feb . 16 that its composite i ndex of indus -
tr ia l  production fe l l  a h uge 3 percent in  
J a n uary a lone,  a 36  percent-plus  annu
al ized rate.  The ann ual ized rate of decl ine 
over the th ree m on ths  from N ovember 
through J an ua ry is 28 percent ,  wh i le  the 
rate for the l ast s ix  m onths is  a 20 percent 
a n n ua l  rate , which s hows the accelerated 
rate o f  co l lapse.  

The Department  of Labor reported 
last week that m a n u facturing hours per 
worker fe l l  by 2.1 hours to 36 .9 ho urs, or  
greater than 5 percent, an d  the total  
n u m ber o f  man ufact uring jobs fel l  by 
213 ,000 . Constructio n jobs dropped by a 
further 140,000 beyo nd the 1981 post
war low .  

The Labor Department  publ ished 
figures purport ing to show that unem
ployment did n ot in crease in Jan uary . By 
the bureau's  own adm issi o n ,  th is  statistic 
i s  the resu l t  o f  a seasonal-adj u stment- in
dex q u i r k .  

International Credit 

Shift in markets 
dooms Third World 

A p rel i m i na ry survey completed by EIR 's 
Wiesbaden economics  staff shows that 
t here has been a massive sh i ft in  world 
lending patterns .  In  1981, $103 b i l l ion 
was lent  on the Eurodol lar  market .  This  
b reaks  down as fo l lows:  

The Third World was sh ut off the 
m arket .  I n  1979, i t  borrowed net $8.6 
b i l l ion . In 1981, th is  fel l  t o  net $1 .5  bi l
l io n .  The East b loc was shut o ff the m ar� 
ket .  In 1979, i t  got 14 percen t of a l l  
Eurodol l a r  m a rket loans .  I n  1981, th i s  
fel l  to I percent .  

The OECD nat ions  borrowed $61 bi l 
l ion on the Eurodo l l a r  m ar kets in  1981.  
But o f  th is  amount ,  according to the 
survey,  $45 b i l l i o n  went to the U ni ted 
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States,  or three-q uarters of the money 
borrowed by t he advanced-sector coun
tries and m ore than 40 percen t o f  al l  
Eurodollar funds lent i n  1981. M ost o f  i t  
went into corporate takeovers . 

Domestic Credit 

Wall Street talks 
about depression 

Some of  Wall  Street's  leading eco n o m i sts 
are dropping their " recess ion has bot
tomed out" l ine, without noting the error 
in their p ast forecasts, or  calling for the 
o uster of  Paul Vo lcker, who along with 
thei r employers pre-planned the econ o m 
ic collapse. 

Robert Parks,  chief eco n o mist  for 
Moore, Schley and Camero n ,  and for
merly chief eco n o m i st for D u Pont and 
B lyth , Eastman Dil lon,  told EIR Feb . 16,  
"We are in  a maxi-recess ion and there i s  
a one i n  three chance t h a t  it  wi l l  turn i n to 
a depression. The current recession is  
worse than 1974-75 as far as the fin ancial  
secto r i s  concerned. Look at the savings 
and loan i n d ustry. As  for the non-finan
cial  sector,  there is a Sah ara Desert l iq
uidity crisis .  The high level  o f  i nterest 
rates is  ki l l ing the private markets . "  

Park s  stated: " Reagan i s  a n  econ o m i c  
i l l iterate, who c a n ' t  g e t  re-elected

' 
Presi

dent. He's a cowboy who draws a line i n  
t h e  dirt  a n d  says, ' Don't  cross o ver that 
l ine . '  " Park s  poi nted out  that " Reagan's  
economic recovery program is  based o n  
enco uraging savings t h a t  w o u l d  e n d  u p  
financing i n dustrial i n vestment.  But  t h i s  
is  proving a fai l ure because the fun d s  are 
being diverted into bui lding a ircraft car
riers and the large m i l itary bui ld- u p . "  

Edward Y arden i ,  t h e  chief eco n o m i st 
for E. F. Hutton ,  stated that he also 
thought t here is a one in th ree chance of  
t he economy going i nto  a depressio n ,  
adding t h a t  "this w o u l d  i nvolve an ex
tended decline involving serio us struc
tural damage to the eco n o m y . "  He con
cluded: "The danger is  that len ders wil l  
refuse to extend credit to their weaker 
customers, init iating a l iquidity crisis  and 
a string o f  bankruptcies . . . .  " 
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Banking 

Swiss balk at Italy's 
dirty-money investigations 

In at least two incidents this  February the 
Swiss bloc ked o fficial  I ta l ian i n vestiga
ti o n s  into l i n k s  between organized cr ime,  
terroris m ,  and Swiss  ban kers .  

O fficials  of the Swiss- based Banco del  
G ottardo were acc used of us ing the Swiss  
b a n k i ng-secrecy law to protect m i l l ions  
of  l i ras  s m uggled o u t  o f  Italy to their  
b an k .  Banco del G o ttardo is a subsidi ary 
of Banco A m brosiano,  whose chairman,  
R o berto Calvi ,  was arrested in M ay 1 98 1 
fo r conduit ing m o n ey fo r the secret F ree
maso n i c  l odge Propaganda-2 .  

Reports  are that the Swiss B a n k i ng 
Associatio n  held a meeting on the Banco 
del G ottardo trial  a n d  answered that 
Swiss banking secrecy i s  sacrosanct . The 
Swiss banking newspaper Neue Ziircher 
Zeitung has compl ained that I taly has  
not been trying the Banco del Gottard o ,  
b u t  t h e  entirety of t h e  Swiss banking sys
tem .  

T w o  I t a l i a n  parl iamen tari ans ,  Sena
tors Bus,setti and M arto rel l i ,  traveled to 
Switzerland i n  m id-February to track 
down an est imated $14 m il l ion  of  al leged 
u nder-the-co u nter earnings fro m the 
Ital ian state-sector o i l  company,  E N ! .  
They traced t h e  m o ney t o  t w o  Swiss  
banks ,  Credit  S ui sse, the third I �rgest 
com merci al  bank i n  Switzerland,  and to 
one of the o ldest b a n k i n g  h o u ses i n  Ge
neva, Pictet & Compagnie .  

B ussetti and M artorel l i  turned over 
the results  o f  their  investigati o n s  to the 
Geneva district attorney,  J u dge H arari , 
and asked for the names of the h o l ders o f  
t h e  b a n k  accounts .  According to t h e  i tal
ian dai ly La Repubblica, H arari categor
ically refused to divulge any i n formation 
and blocked al l  means by which the 
names co uld  be d iscovered. H e  issued a 
ru l ing prohibit ing any fu rther i nvestiga
t i o n s .  

B ussetti and M artorel l i  offic ial ly no
tified H arari that i f  the in vestigatio n 
co uld  not  proceed o n  a j u dicial level , then 
it wi l l  become a m atter between the Swiss 
and Ital ian governments .  

Briefly 

• J APAN'S plant  and equipment 
exports,  primari ly to the develop
ing co untries and th e East  bloc,  are 
expected to show a 30 percent i n 
crease to $15-$16  b i ll ion  i n  the fis
cal year 1 981 ending M arch 1982.  
Japan's  boom in  plant  exports  cen
tered on plants for steel ,  ferti l izer,  
cement,  etc . ,  part icul arly in So uth
east Asia, Mexico, and Brazi l ,  as 
we ll  as the Soviet U n i o n .  

• U.S.  COAL i n d u stry leaders are 
p ress uring the Reaga n a d m i n istra
t ion to sabotage the Soviet- West
ern E uropean n atu ral-gas pipel ine 
project.  A t  a February meeting be
tween co al- industry rep resenta
tives and the l O-agency govern
ment task force o n  coal pol icy ,  
lobbyists said t h e  g a s  s upply t o  
Western Europe would replace 90 
m i l l i o n  tons of coal im ports.  The 
coa l companies are largely con
trol led by the major oil companies, 

. which h ave promoted zero eco
n o m ic growth i n ternational ly .  

• USDA's resea rch center at  
Beltsvi l le ,  M aryl and,  us ing the  
tech niq ues o f  c l o n i ng thro ugh 
meristem tissue c u lt u res , h as pro
duced orchards o f  dwarf t rees that 
wi l l  bear fruit  o f  normal  size, ena
bling an i ncrease i n  the n u m ber of  
trees per  acre, shortening the  
g rowing t ime,  and permitt ing 
mechanization from planting to 
pic k i n g .  

• ROBERT H U NTER, h e a d  o f  
t h e  N at ional  I ns u rance Consumer 
Organizati o n ,  c la ims in  a report 
that the U n i ted States spent $235 
bi l l ion  for i n surance in 1 981. This,  
he estim ates, cost A m erica 30 work 
days per empl oyee o r  $1,025 for 
every A m erican man,  woman,  and 
chi l d .  

• A WASHINGTON lobbyist  for 
vario u s  i n dependent o i l  and gas 
i n terests tel ls  EIR that " natural 
gas decontrol  i s  absolutely dead" 
this  sess i o n  o f  Co ngress for a vari
ety of poli t ical reas o n s .  
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�TIillSpecialReport 

How the Balkan 
card is played 
by Criton Zoakos, Editor-in-Chief 

The scion of a Swiss bank ing fam i ly ,  Fred Charles I k le ,  now occupying the 
post of  Undersecretary of Defense in  the U .S .  government, belongs to a 
group of "gamemasters" who are counting on the eruption of a l arge-scale 
crisis in the Ba lkans .  One of their principal intentions i s  to m anage a 
"superpower con frontation" over the Bal k ans ,  infl ict a strategic h umiliation 
on the Un ited States in that area , and employ the effects of such humi l iation 
to produce a cl imate of  nationa l  hysteria con ducive to launching a " Fortress 
America" war mobi lization along the l ines of  Hermann Goering's economic 
pol icies after Hj a lmar Schacht was removed from the Reichsbank in  1 936 .  

Even among the best- informed and pol i tical ly sensitive citizens of  the 
U nited States, there i s  a good amount of  difficulty in grasping the current 
issues invo lved in an imminent Bal kan crisis .  This is mostly because of  a lack 
of i n formation pertaining to the h istory of the region , and how that hi story 
sti l l  determ ines, to a large extent, the capabi l i ties and vulnerabi l ities of  the 
Balkan states .  There are th ree pertinent strategic characteristics of  the region 
which ought to occupy the attention of  students of the world strategic 
situation today: 

First, the ethnic composit ion of the Bal kan checkerboard of states is so 
fragi le that none of  these states , as they emerged from World War I I ,  is 
capable of surviv ing even the s l ightest sh ift in  prevai li ng arrangements . 

Second ,  the Balkan ethnic t inderbox in its present form was created 
during the 60-year period from the Crimean War to World War II by 
international  i ntel l igence networks working on the strategic problem of  how 
to dismantle the Ottoman Empire without giving advantages to the Russian 
Empire. 

This form ul a was popularly known as the " Eastern Question ,"  which 
occupied center stage of world pol itics from the Congress of  Vienna in 1 8 1 5  
to World War I i n  1 9 1 4 . I t  is not accidental that the Swiss (and Venetian) 
dip lomats  who dominated the Congress of V ienna succeeded in  excluding 
any reference in that Congress 's  proceedings, to the only issue that had 
remained unresolved with the defeat of Napoleon :  the Eastern Question .  It is 
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u. N. peacekeeping force in Kyrenia. Cyprus in 1 964. 

also not acciden tal that the First World War started i n  
the Balkans ,  a s  a result  of t he  decis ion made i n  Geneva, 
Switzerland.  

Third ,  the strategic inte l l igence networks which to
day hold the threads of  po l it ical  fortunes in  the B alkans  
are the  di rect pol i tical heirs of those earl ier Briti sh-coor
dinated networks in  Greece, Turkey, A lbania ,  Yugo
slavia,  Bu lgaria , Romania,  A ustria, and H ungary, which 
orchestrated the 1 853-to- 1 9 1 4  events: Greek  bankers 
appointed by Switzerland;  Venetian inte l lectuals and 
academics operating among Y ugoslavi a 's ,  A lbania 's ,  
and Bu lgaria's ethnic  minorities; Swiss-promoted bank
ers i n  H ungary; old Comintern apparatchik s  p l ayed by 
British intel l igence as a surrogate for o ld Swiss financier 
networks; Eastern Orthodox Ch urch networks ;  Jesuit 
networks;  and Greek shipowner infl uences run out  of  
Belgravia Square i n  London .  

The U .S .  mass-ci rculation newspapers have witheld 
a l l  news regarding the dramatic deterioration of po l it ical  
affairs in  the Balkans over the l ast year . I f, however, a 
sensible inquirer p icks up a random issue of a Y ugoslav, 
A lbanian,  Greek , Turkish , or  Bu lgarian daily, he  wil l  be 
shocked to d iscover that front-page attent ion i s  g iven to 
highly charged ethnic  issues and controversies genera l ly  
considered dead and bur ied s ince the end of the Second 
World War :  A lbania raising territoria l  c l a ims  over Y u
goslavia; Bu lgari a c la iming ethnic t ies with Y ugoslav
held M acedonia;  Greece raising claims at Turkey's ex
pense; Turkey offic ia l ly c lassi fyi ng Greek claims as casus 

belli; H ungarians in Yugoslavi a's province of Vojvodina 
raising demands for autonomy; anxious charges of  
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"great-Serbian chauvi nism" sweeping across the Bal
kans ,  and so forth .  

A ru le o f  thumb for Ba lkan pol itics, val id  since the 
t ime of Bismarck, is  that no power raises the issue of  
redrawing the po l i tica l  map of  the region unless i t  has i n  
m ind  redrawing the  map of  the  world . D uring the  1 853-
1 9 1 4 period, the map of the world was being redrawn at  
the expense of  the Ottoman Em pire and R ussia .  Now, 
Fred Ik lt': and h is  frien ds at the Bank for In ternational 
Settlements,  the Club of  Rome, and  elsewhere, are trying 
to redraw the m ap at the expense of  the United States 
and the Soviet U n ion .  Examining how their predecessors 
carried out the operat ion during the period of  the " East
ern Question"  sheds considerable l ight on how they are 
moving now . 

After the Congress of Vienna 
The infl uentials who ran the Congress of Vienna 

were the same i nterests who had orchestrated the  French 
Revo lut ion that had toppled the French monarchy. 
These were t he banking houses of Geneva, Switzerland 
and their confederates i n  the Brit ish East India  Compa
ny around Lord Shelburne and Wi l l iam Pitt the Young
er .  Tal leyrand was a h i red gun for the same Genevan 
bankers who control led Necker and his  daughter, M ad
ame de Stael ; the two R ussi an ' Foreign Min isters, 
Capodistria and Nesselrode, were agents of  the Gene
van Madame de Stael ; Castlereagh ,  the Brit ish plenipo
tentiary, was the property of the British-Swiss all iance 
of  S helburne- Pitt- M al let, of  the same Genevan M allet 
fami ly which control led all the Ottoman debt through 
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the Banque Ottoman and which today contro l s  the 
Schlum berger, Mal let, Neufl ize Bank ,  the owners of 
M urder I nc . ,  known as Permindex .  

Gathered i n  Vienna,  this group represented the 
interests and perspectives of the world's a l l ied o l igarch
ic-financier interests as shaped by Venetian leadership 
during the I I  th to 1 8 th centuries . A fter the revocation 
of  the Edict of  Nantes, the command center of  this  
group was reconsol idated in Switzerlan d,  primari ly 
Geneva.  From the Peace of Westphal ia onward, their 
greatest strategic fear was th at the republ ican Neopla
tonic forces which out of the Florentine Renaissance 
had come to dominate the ki ngdom of France, might 
emerge i n  power in England and Spain .  Throughout 
most of the 1 8th century ,  the world was engaged in  an 
intense struggle revolvi ng around one s ingle strategic 
issue: wi l l  the world be contro l led by the oligarchic, 
financial i nterests represented by Ven ice, Genoa and 
Switzerland,  the tax-farmer and rentier system, or wi l l  i t  
be commanded by a system of national economies, 
identi fied with the mercanti l ist/dirigist system of Jean 
Baptiste Colbert and his predecessors going back to 
Louis XI?  

When the  American Revo lution occurred, it was  a 
part of this g lobal struggle .  The repUbl icans of the 
American co lon ies were fighting primarily against the 
Genoese-Venetian-Swiss infl uences represen ted by the 
British East India Company as  wel l  as George I I I  and 
Hanover. The American victory created a profound 
crisis in  Europe among the financial o l igarchs .  

A l ittle-known arrangemen t between Lord Shel
burne and the Genevan "Comm ittee of One Hundred ," 
produced the French Revol utio n ,  a mob-based insur
gency s imi lar to the recen t phenomenon in I ran .  Robes
pierre's terror was Brit ish- and Swiss-intel l igence con
tro l led .  The Directoire which succeeded the Terror was 
also Swiss-con trol led, with Madame de Stael and Neck
er handpicking the  members of  the Di rectoi re and the 
subsequent cabinet . Prince Tal leyrand was summoned 
from the United States to Paris by M adame de Stael , 
was appointed Foreign Minister, and kept that post 
through the Directoire ,  the First Em pire, the Restora
tion, the H undred Days, and all the way to Napoleon ' s  
fina l  demise and  the  Congress of Vienna .  

During those years, the  greatest concern of the 
Swiss-centered European financial ol igarchy was to 
preven t the emergence of a dirigist-mercanti l ist coal i
t ion of  major states such as the Un ited States,  Russia, 
Turkey , and France . The Co ngress of  Vienna made 
arrangements to ensure the defeat of di rigist-mercanti l
ist forces in Europe, in a way that would knock out 
France, iso late the American republ icans (soften ing 
them up for a future defeat), and open up the Western 
Hemisphere to contro l  under the leadership of the 
British East India Company as exempl ified by the 
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a l l iance among George Can ning ,  the Barings, and the 
Rothschi lds .  

The problems posed by Russ ia  and Turkey were left 
for so lution in post-Congress deployments.  The threat 
to Brit ish interests of an American-Russian dirigist 
a l l iance, based on what was then called the "American 
System of Po l it ical Economy, '  existed continuously 
from the t ime o f  John Paul Jones's service in  the 
R ussian navy to Tsar Alexander I I 's  di rect mi l itary 
assistance to Li ncol n 's  Union forces again st the Con fed
eracy, and to R ussia's assistance to the American Re
public 'S efforts to keep the British out of the West 
Coast. A s imi lar potential existed for an a l l iance be
tween Russia and the Otto man Empire, each time 
leading fact ions of that em pire attempted to defy their 
Venetian and Swiss-based m anipu lators and launch a 
reform movement with "revol utions from the top ."  
Thus ,  after Vienna,  the financi al o l igarchy set as  i t s  task 
to destroy the Ottoman , R ussian , and Austro -H ungari
an empires s imul taneous ly .  It was wi thin this grand 
strategy that the Balkans became what they are today. 

Balkan intrigue 
At the t ime of the Congress of  Vienna,  the Ottoman 

Empire extended, in Europe, to areas which are now the 
territories of  Greece, Y ugoslavia,  Bu lgaria, A lbania,  
and most of  Romania .  I n  Asia ,  the Ottoman Empire 
extended to present-day I raq , Syria, Lebanon,  Jordan, 
I s rael , and the Arabian Pen insu la .  I n  Africa, it com
prised Egypt, L ibya, and A lgeria .  When the dust of 
World War

. 
I final ly settled, in 1 929, the Ottoman 

Empire had been replaced by a Turkish Republ ic of 
comparatively miniscule s ize ,  and over a dozen new 
states had appeared on the map . These were either 
directly contro l led by the British , as in  the case of 
Egypt, Cyprus, I raq,  Transjordan , and Palestine, or 
were fi nancia l ly depen dent on the British ,  as were 
Bu lgaria,  Greece, Serbia, and Romania ,  among others . 
The R ussian Empi re had been replaced by Soviet Russia 
with drastica l ly red uced territory and the A ustro- H un
garian " D ual M onarchy" had been repl aced by Austria 
as a financial and intel ligence adjunct of  Switzerland, 
H ungary ,  and Czechoslovakia .  What appeared to be 
Brit ish intel l igence assets in Central Europe, the Bal
kans ,  and the Near East, were in  fact the ancient 
Venetian (and to that extent Swiss) networks "on loan" 
to Brit ish or nominal ly Brit ish intel l igence projects and 
operations .  

The insp irator of the grand strategy to break up the 
three empires, Ottoman , Russi an ,  and Austro- H ungar
ian ,  was Venice-Switzerland;  the executor was British .  
The principal strategic instruments that were employed 
were two: systematic internal subversion ,  and deli berate 
provocation of wars among the inten ded victims .  

Subversi on as a strategic instrument rel ied on secret 
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1740 Imperial Borders 
Venetian diplomats i n stig ated R u ssia's  " drive to the south" to  
d ivert its westward a l l ian ce potent i a l .  

societies organ ized out of Switzerland and old Venetian 
fami ly loyalt ies , spread throughout the terri tories of 
both the Ottoman Empire and Russia .  Geneva , Basel ,  
and Zurich banking fami l ies were the financia l  clout 
behind the "Young Europe" Masonic network s  which 
Giuseppe Mazzini organized in  Switzerland .  M azzin i ' s  
Propaganda- I Lodge was the  force beh ind  "Young 
Po land," "Young Serb ia," " Young Bu lgaria," "Young 
Turkey," and other subversive and terrorist organ iza
t ions . 

Sarajevo and the Young Turks 
Two exemplary cases should establ i sh the point :  the 

assassination of Archduke Ferdinand of A ustria at 
Sarajevo, which l aunched World War I, and the 
"Young Turk" conspiracy, which hatched the notorious  
Parvus P lan for the  dismemberment of  the R ussian 
Empire. 

The proceedings of the l itt le-known "Colonel Apis  
Tr ia l"  in Apri l  1 9 1 7  i n  Salon ika ,  Greece, h ave conclu
sively demonstrated that I )  the assassination of Arch
duke Ferdinand in  J uly 1 9 1 4 i nvolved the deployment 
of  at least \ 0  assassins  rather than two " lone-assassin" 
types; 2) the deploying in the city of Sarajevo had been 
organized by the Chief of  Serbian Mi l i tary I ntel l igence, 
Col. Dragutin Dimitrievic (nom de guerre: Apis) and h i s  
deputies Tankosic, Dj uro Sarac, Dani lo I l l ich,  and 
Gaconovic, a l l  members of the  Serbian Masonic lodge 
as well as the lodge in Geneva; 3 )  the in structions for 
the assassination were conveyed from Geneva to Serbia 
via one Bogdan Radenkovic,  a person whom the records 
show to be a fascinating 1 9th-century "James Bond" of 
sorts: an intimate of the notorious A lexander Helphand
Parvus,  a Russian Orthodox c lergy man,  a Freemason ,  
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1815  Imperial Borders 
The empires as defined by the Congress of Vienna, after which the 
effort to dismantle them began . 

a member o f  the "B lack H and" secret society i n  Bosnia,  
a secret operative in the Serb ian Foreign Ministry , and 
bearer of great amounts of  money; 4) whoever the st i l l 
unknown individuals  were who gave the init ia l  orders 
for the assassination from Geneva , t hey k new very well 
that the assassination of the Archduke was going to 
trigger a world war. They had access, through the 
"Colonel Apis" infil tration of the Austro- H ungarian 
Imperial inner circle, to the knowledge that,  given the 
A rchduke's  specia l  functions  in the state' s secret ar
rangements ,  h is  violent death wou ld force A ustria to 
war for "reasons of s tate ."  

The second example of Masonic-network subversion 
was the "Yo ung Turk" project within the Ottoman 
Empire ,  handled di rectly by Venetian intel ligence. A fter 
the death of S uleyman the M agnificent, the Ottoman 
Empire rapidly degenerated into a jaded arrangement 
ru led by a homosexua l  m i l itary e l i te ,  the janissaries, the 
i nfluential eunuchs of  the I m perial harem and the great 
favorites among the Imperi a l  concubines .  Beh ind them 
stood the string-pul lers , namely the Venetian financiers 
and their aristocratic Byzantine a l lies ,  the great Phana
riot fam il ies which maintained diplomatic and adminis
trative control of the Empire after the Ottoman con
quest, j ust as they had done d uring the previous  centu
ries of  G reek-Byzantine history . 

I n  the late 1 8 th century, t hese Venetian capabi lities 
were reorganized around M asonic lodges . The most 
notorious was the A lbanian-based Order of Bektashi 
Dervi shes, who mainta ined control over the deploy
ments of the j anissary mi l i tary el ite .  In 1 807, the Bek
tashi order overthrew and assass inated Su ltan Sel im I I I ,  
a n  enlightened leader c lose t o  the French and connected 
with American revol utionary networks .  
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Toward a Russian revolution 
The Scottish Rite Freemasons establ ished control 

over the Ottoman Empire in  connection with events 
around the Crimean War ( 1 854-56) .  After that war, the 
"Young Ottoman" movement,  precursor of  the "Young 
Turks," began administering a B rit ish pol it ical  program 
known as the Tanzimat (Reform), successively under 
the control of  Lord Palmerston,  Lord Beaconsfield 
(Disraeli), and Lord Sal isbury .  From the I 840s to the 
I 870s, al l  the grand viziers and foreign min isters of the 
Ottoman state were Scottis-h Rite M asons, most of  them 
belonging to the Edinburgh Grand Lodge in  Istanbul .  
The purpose of the Tanzimat reform was, as Lord 
Salisbury later explained ,  "to keep the degenerate Ot
toman Empire together unt i l  the time when the revolu
tion will overthrow the Tsar's rotten regi me." 

Lord Palmerston ' s  M asonic networks were running 
that very revolution i n  Russia for which the Foreign 
Secretary was hoping so ardently .  The revolutionary 
networks of Nikolai Bakunin and A lexander Herzen 
were controlled by the Genevan lodges, under the cover 
of G iuseppe M azzini 's  I nternational League of Peace 
and Freedom, whose i nit ial policy controller was John 

Stuart  M il l ,  i .e .  the Br i t i sh East  I ndia Company .  
When ,  from 1 8 7 1 onward, the Ottoman Empire 

under Sultan Abdulaziz attempted a rapprochement 
with Russia under an industrial cooperation policy, the 
Masonic networks both i n  Russia and in I stanbul 
moved to p roduce a war between the two powers , which 
eventually broke o ut in 1 877 and resulted in the noto
rious Congress of  Berl in ,  the diplomatic landmark 
which la id the basi s for the First World War. 

I n  1 876, a M asonic coup d'etat overthrew and 
assassinated S ultan Abdulaziz. With in three months, his 
successor M urat and his  Grand Vizier Mehmet Rustu 
were deposed for h aving declared a debt moratori um . 
H older of the Ottoman debt during that t ime was the 
Banque Ottoman,  predecessor of today's Bank de Paris 
et des Pays Bas, whose principal stockholder was the 
Genevan Mallet fami ly ,  the same Mal let fam ily which 
today own s  the bankers of  Permindex Murder Inc . ,  the 
firm o f  Sch lumberger, Mal let et Neuflize. 

The Congress of Berlin 
The stage-managed Russo-Turkish War of 1 877 

resulted in  a mi l itary catastrophe for the Ottoman 
Empire .  Russia attempted to consolidate its victory with 

R U S S I A N  E M P I R E  

AUSTR IA· H U N G A R Y  

E M P I R E  

1914 Balkan National Borders 
The Balkan region a s  i t  h ad been carved up by the G reat Powers before the reg i o n  was manipulated to trigger the outbreak of 
World War I .  Not shown:  the Ottom a n  Empire has a lso lost its  n o rthern A frican possess ions ,  which i nc luded p arts of  what is 
n ow Egypt,  L i bya,  and T u ni si a .  
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the Treaty of San Stefano in  M arch 1 878 . This treaty 
fu lfilled the wildest dreams  of the R ussian Pan-Slavist 
movement . A Russian-puppet Bulgarian state was rec
ognized, incorporating M acedonia and an outlet to the 
Mediterranean .  The treaty also bestowed favors on 
Russian pol it ical a l lies in Serbia, Montenegro, and 
Romania .  Great Britain ,  Germany,  and Austria imme
diately challenged Russia's gains,  convoked the Con
gress of  Berlin in  june-July of  the same year, and undid 
all  o f  Russia's advantages without thereby restoring any 
previous strength to the Ottoman State. The Balkan 
ethnic checkerboard emerged at the Congress of Berl in .  

The fo rmer Otto m a n  terr i tor ies i n  Europe were 
rearranged in the fol lowing fashion:  the northern h alf  
of modern Bulgaria was recognized as an  autonomous 
principal ity; the southern part  o f  B ulgaria became the 
province of Eastern Romelia ,  under Ottoman suzerainty 
but  ruled by a Chri st i an  governor se lected by  the  
Powers; Romania for the  first t ime ever was  recognized 
as independent, provided i t  would grant citizenship to 
its Jewish inhabitants; Serbia and Montenegro were 
confirmed as i ndependent entities; and A ustria was 
given the right to occupy Bosnia- Herzegovina .  The 
Ottoman-ruled island of Cyprus was transferred to 

POLAND 

1929 Balkan National Borders 

Britain . 
The new states were fin ancial  and legal  fictions, 

giving the various Venetian Freemasonic networks a 
free hand to do as they pleased . 

Despite the powerful emotions associated with var
io us Balkan national isms,  t he national phenomenon i n  
the B alkans is  sti l l  sk in-deep precisely because of  the 
bastard manner i n  which it saw the l ight of day . The 
new states were primarily the bearers of  state debts 
extended by Swiss and Brit ish banks .  The purpose of 
those debts was to finance the raising of armies and the 
construction of railroads. The remainder of  the Otto
man Empire was subjected to a strict financial control 
in the hands of the Banque Ottoman and the Ottoman 
Debt Administrat ion w hich eventually,  in  1 882,  took 
over Egypt .  

Toward the end of  t h e  1 9th century, when Bismarck 
was no longer in power, German industrial interests 
attempted to launch the industrial modernization of 
Turkey . The Br i t i sh -Venet ian networks  in the a rea  
counterattacked wi th  a fresh series of  destabilizat ions .  
Then Ital ian Prime Mini ster Francesco Crispi ,  a captive 
agent of the Propaganda- l M asonic lodge founded by 
Mazzin i ,  launched a strategy known as  the Mediterra-

u. S.  S.  R .  

T U R K E Y 

The Otto man Empire has been rep laced by the smal ler nat ion o f  Turkey, the n atio n of Y ugoslavia has been assembled out  o f  
ethnical ly host i le areas, and t h e  U . S . S . R. ' s  borders h a v e  been p ushed b a c k .  Earl ier G e r m a n  p lans  to economical ly  develop the 
Bal kans are total ly can cel led between the wars.  
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nean Agreements, designed to keep France, Russia,  and 
their  German industri al ist a l l ies out of  the Mediterra
nean . As a consequence of  this Crispi pol icy, a revival 
o f  Venetian activities across the Balkans was noted at 
the beginning o f  this  century, lead ing to the Sarajevo 
events in 1 9 1 4 .  

Finishing off the 
Ottoman Empire 

The Young Turk movement engineered a revolt  in 
1 908,  orchestrated in its last detail by the Venetian 
Count Volpi di Mizurata who later became the Gover
nor of Libya. The Count was supervis ing the activi ties 
of a large network of secret societies , of  which the 
Young Turks was only one. He was in contro l  of s imi lar 
networks in Bu lgaria, Serbi a, Montenegro, and Bosnia . 

The 1 908 Young Turk revo lt  resulted in the annex
ation of Bosnia- Herzegovina by Austria-H ungary, the 
independence of a un ified Bu lgaria, and the strength
ening of Co l .  Dragutin Dimi trievic-Apis 's  control over 
Serbian mil itary and foreign policy. This in turn created 
the conditions for the 1 9 1 1 I ta l ian-Turkish War over 
Libya, as a resu lt of  which Italy gained control not on ly  
of Libya but a lso of the Dodecanese I s lands,  12  Aegean 
i slands cl ustered around Rhodes . In the year 1 9 1 2  two 
Balkan wars were arranged by the same Venetian- Brit
ish networks under Volpi  di M izurata . The first was a 
war against Turkey by a coalit ion of Bu lgaria , Serbia ,  
Montenegro , and Greece wh ich reduced Turkey 's  Eu
ropean territories to its present possessions ,  more or  
less . The seco nd B a l k an War  o f  1 9 1 2  was  against  
Bulgaria by a coal i t ion of Serbia , Greece, and Monte
negro, which l imited Bulgaria's access to Macedonia 
and ended its access to the Aegean .  

The strategic purpose of  the two 1 9 1 2  Balkan Wars 
was to aggrandize the new Balkan states at the expense 
of  both Turkey and A ustro- H u ngary .  D ur ing that  
period,  the inner circles of the Austrian I mperial Court 
around Archduke Ferdinand had reached the conclu
sion that the " D ual  M onarchy" of Austria- Hungary 
was going to expire under the pressure of H ungarian 
nationalist jealousies un less Austria-H ungary expanded 
into the Balkans .  Ven ice checkm ated that expansion 
with the Balkan Wars of 1 9 1 2-and thus created the 
circumstances for 1 9 1 4 . 

f t  is evident from the existing record that Volpi  di 
M izurata 's  Ba lk an networ ks at that t ime had a l so 
worked out a strategy for the dis integration of  the 
Russian Em pire under the rubric of  the Parvus Plan .  
Dr .  Alexander Helphand (" Parvus") ,  the  enigmatic 
figure of the period about whom the Hoover I nstitution 
in Santa M onica knows perhaps more than anyone else, 
was in the Balkans from 19 \0 unt i l  the end of  1 9 1 4 . 

During 1 9 1 2  Volpi di Mizurata appointed him editor 
of the Young Turk dai ly newspaper in I s tanbu l .  After 
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the o utbreak of  the war in August ,  he was gi ven 
instructions to meet with the Austro-H ungarian ambas
sador to Istanbul ,  the Margrave Jean Pal l avicin i .  A few 
days l ater, Parvus requested and was granted a meeting 
with the German ambassador, von Wangenheim, to 
whom he la id out an extensive p lan-presumably in
spired with the assistance of  Jean Pal lavicin i-to disrupt 
and fragment Russia . 

The German Foreign Ministry to this day retains
· 

the Parvus Plan in a document registered on March 9, 
1 9 1 5  bearing the tit le :  Memorandum by Dr. Helphand. 
A -86291 WK lIe. seer. lvol. 5. I t  is an extensive descrip
tion of  p lans to deploy social-democratic organ izations 
and national ist movements in  the U k raine, Armenia, 
Georgia, and elsewhere for the purpose of  fragmenting 
the Russian Em pire .  The general concept, i n  Parvus's 
words ,  is the "harnessing of the revolutio nary energy of 
national i sm for the overthrow of  the Czarist regime ."  

From the avai lable evidence, i t  seems that  the "har
nessing of the revolut ionary energy of socia l ism" for 
the same purpose was an addit ion to the plan insisted 
upon by the Margrave Pal lavicin i . Dr .  Parvus said that 
the p lan would cost the German Foreign Ministery over 
20 mi l l ion gold marks .  Germany ended up paying over 
50 mi l l ion gold  marks ,  including the financing of Len
in's operation .  The m onetary aspect of  the affair was 
top secret . In addit ion to the recipients and Parvus, i t  
was known by the Berl iner Handelsbank (presently a 
member of  the Propaganda-2 network , the successor to 
P- I )  and an enigmatic Foreign Min istry officia l ,  one 
G uido von Bergen , wh o after the completion of the 
Pa rvus  project went to serve a s  ambassador  to the 
Vatican for both the Weimar Republ ic  and the Third 
Reich .  

I f  i t  were  not  for the su rpr i s ing  i n tervent ion of  
Len in ,  who outwitted both  the  German strategists and 
Parvus's Venetian patrons,  they wou ld  have real ized 
thei r goal of using a Ba lkan destabi lization to cause the 
s i m u l taneous  d i s i n tegrat io n of th ree m ajor  powers .  
W h at preven ted the ir  success  i n  Wor ld  War  I was 
Lenin ' s  subsequent a l l iance with those elements of  the 
o ld Russian civi l  service committed to the program of 
industrial development la id down by the pro-American 
Coun t W it te d u ri ng the p revi o u s  period . H ad th is  
a l l iance not taken p lace, Russia would now be on more 
or less the same level of industrial backwardness as 
Turkey and the Balkans .  

The scenario-mongers at  the RAN 0 corporation 
and in Geneva are today attempting to rep lay a s imi lar 
" Ba lkan disintegration"  scenario "Take Three ."  They 
want a superpower conflict between Russia and Ameri
ca, hoping those nations wi l l  h ave the brains to "crisis
manage" it .  If they proceed along these perspectives, 
the most l ikely outcome will be contrary to their calcu
lations, and wi l l  perhaps result in nuclear calamity . 
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The pieces on the Balkan chessboard 
Albania : Under Turkish ru le unt i l  1 9 1 3 . In state of  
total anarchy from 1 9 1 3  to  1 92 1 .  Ru led by Counc i l  of 
Regency from 1 922 to 1 924. Republ ic from 1 925 to 
1 927 under land lo rd president Ahmed Bey Zogu. 
Kingdom under King Ahmed Zogu from 1 928  to 
1 939 .  Formally prov ince of  I taly from 1 939 to 1 944. 
" Peop le's Republ ic" from 1 945 to date. Throughout 
first period of i ndependence from 1 9 1 3  to 1 939,  Al
bania was control led by Italy .  For example, the head 
offices of  the National Bank of Albania were located 
in Rome. 

Bulgaria :  Under Turkish rule unti l  1 878 . Northern 
Bu lgaria be'came autonomous state as result of Rus
sian-Turkish war .  In  1 885 un ited with southern re
gion, Eastern Romelia,  under Stambulov .  Ferdinand 
of Saxe-Coburg became Prince of Bu lgaria from 1 887 
to 1 9 1 1 and King from 1 9 1 1  to 1 9 1 8 . Entered World 
War I on side of  the Germans, was seriously defeated . 
After brief period of peasant rule under Stamboli isky, 
monarchy was established. Joined Triparti te Pact in 
1 940 and Nazi occupation of Yugoslavia in 1 94 1 .  
Russia invaded i n  1 944, set up " Peoples' Republ ic" 
under Georgi Dimitrov which continues under Todor 
Zhivkov . 

Cyprus : Under Turkish rule unti l  1 9 1 4 .  British gained 
righ t to station troops on island i n  Cyprus Convention 
of 1 878 in return for guaranteeing Asiatic Turkey 
against R ussian attack . Annexed by Great Britain i n  
1 9 1 4 . Became Crown Colony i n  1 925 .  First serious 
riots of Greek popu lation (four-fi fths of total) de
manding union with Greece in 1 93 1 .  Riots and terror
ism again very serious in  1 954. Republ ic  of Cyprus 
created in tal ks in Zurich and London in 1 959, set up 
in 1 960 . 

Greece : Greek War 0 f I ndependence against the Turks 
broke out in 1 82 1 .  Independence proclaimed in 1 822 , 
but war contin ued between Greeks and Turks unti l  
1 829, when G reat Powers established a Kingdom of  
Greece. Otto of Bavaria King from 1 8 32 to  \ 862 . 
Mi litary revolt deposed Otto and brought i n  Dan ish 
Prince George from 1 863 to 1 9 1 3 .  Territoria l  expan-
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sion took i n  I on ian islands from Britain . Union with 
Crete in 1 9 1 3 .  Fol lowed tortuous policy i n  World War 
I unti l  forced to join Al l ies in  1 9 17 .  RepUblic pro
claimed in  1 924.  Monarchy restored in 1 935 .  In 1 936 
King George accepted mi l itary dictatorship under 
G eneral M etaxas. I ta l ians attempted invasion i n  1 940, 
overrun by Germans in 1 942 .  Liberated by British i n  
1 944 . G uerri l la w ar by com m un ists and monarchists 
begun against Germans in  1 942; broke into civil war 
in  1 944 . Monarch ists prevailed i n  1 949.  King Con
stantine overthrown i n  1 967 by m i l i ta ry j unta.  Parlia
mentary democracy restored in 1 974 . 

Romania : I ndependent principality under the Turks i n  
1 862 .  F u l l  independence i n  1 877. Prince Charles o f  
H o henzollern became K i n g  Carol in 1 88 1  unti l  1 9 14 . 
Proclaimed neutrality i n  1 9 1 4  but entered World War 
I on A ll ied s ide i n  1 9 16 .  Doubled size of territory after 
1 9 1 8 . Joined Tripartite Pact with Nazis and Italy in 
1 94 1 .  I nvaded by Soviets in 1 944 . " People's Republ ic" 
declared in 1 947. 

Turkey : Ottoman Empire m aintained unti l end of 
World War I in  1 9 1 8 . Provisiona l  government under 
President Kemal  Atatiirk  establ ished in 1 920. Turkish 
Republic proclaimed in 1 923 .  Sultanate official ly 
abo lished in  1 922 .  Cal iphate ( Is lamic religious lead
ership) abolished in 1 924. Ataturk remained in power 
unti l  his death in 1 938 .  Republ ic maintained unti l  
present, with brief periods of m i l i ta ry i ntervention in 
1 960, 1 97 1 ,  and 1 980. 

Yugoslavia : Kingdom formed w hen Croatia,  S lovenia, 
and Bosnia- Herzegovina detached from Austria
H ungary and united with pr incipali ties of Serbia and 
Montenegro in 1 9 1 8 . M i l itary coup in  1 94 1  abolished 
regency ; set up pro-All ied government under General 
Simovic .  Nazis invaded ten days later. M i litary and 
commun ists under Tito for med rival resistance 
gro ups. Tito established government- in-exi le i n  1 943 . 
Republ ic declared in 1 945 under I van  Ribar .  Breach 
with Soviets in 1 948 . Tito became President in. 1 953 
unt i l  1 980 . Presidency now revolves among heads of  
ethn ic republics for one-year-terms. 
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Ethnic passions in the Balkans 
can trigger international crisis 
by Criton Zoakos. Editor-in-Chief 

Relations among the Balkan nations are fast deteri orat
ing. thanks to efforts by the drug-connected Propagan
da-2 political netwo rks and their fi nancia l contro l lers .  
The crisis might we l l  come to a head by the end of Apri l .  
when Israel is supposed to complete i ts  withdrawal  from 
the  Sinai peninsula; there is a c lose relationsh ip  between 
the tense M iddle East situation an d the advancing desta
bi l ization of the Ba lkans. 

The parameters for a superpower confrontation in 
that region are as fol lows: 

I )  The Cyprus crisis, in a status of fl are- up at this 
time; 

2) A mi l i tary confron tation between Greece and 
Turkey; 

3 )  Greece, militari ly weaker than Turkey, seeking 
aid and succor from the Warsaw Pact; 

4) NATO, through Turkey and Crete, "bottling up" 
the Soviet navy in the B lack Sea; 

5) The Soviets gaining access to naval facilities in the 
A driatic Sea as a result  of  supporting the appropriate 
ethnic sides in the Y ugoslav and A lbanian ethnic crises. 

Any com bination of the above si tuations would leave 
no choice to either of the two superpowers other than to 
escalate to generalized con frontation .  One m ust there
fore ask whether the capability to create any one of these 
preconditions already exists or not .  

I n  today's circumstances, a militari ly weak Greece, 
faced by a powerfu l  Turkey, and an ethnical ly  endan
gered Yugoslavia would tend to draw together.  Soviet 
concern for the Dardanel les wou ld tend to impel Bu lgar
ia on the side of  Greece against Turkey .  American con
cern for Turkey's flan ks in Eastern Anatolia and Kurdis
tan would orient the United States and Israel against 
I ran ,  Syria, etc . 

Ethnic disp utes among A lbania, Y ugoslavia, an d 
Bulgaria have been revived after 30 years of ca lm ,  cen
tered around A lbania's decision to contin ue support fo r 
the separatist movement among ethnic Albanians living 
in Yugoslavia's Kosovo province. The Yugoslav govern-
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ment,  which is also concerned about separatist tendencies 
among Croats and ethnic H u ngarians of Voj vodina, has 
been compla in ing pub licly about Bu lgari a's medd ling in 
the affairs of Y ugoslavia's M acedonian minority in the 
South;  Bu lgaria has a large M acedonian population .  

I n  Y ugoslavia ,  Gen .  Nikola Lj ubicic, the  Serbian
born M in ister of National  Defense, unvei led on Dec. 22 
a new National  Defense Bi l l  to be ratified in April  1 982 ,  
declaring that  "the independence of our  country may be 
endangered , "  and the law is needed for "better regula
tion of the constitutional  role of the republ ics and auton
o mous provinces and other socio-po litical com munities, 
as well as the rights and duties of  the federal organs."  
The  new law st ipulates that any  ethnic disputes (such as 
those in Kosovo) would be viewed as threats to the 
independence of Y ugosl avia of the same serio usness as 
external aggression .  Such eruptions would autom atical ly 
invoke declaration of a state of war,  in which the execu
ti ve power passes to the supreme military com mander. 

Thus, by the end of the spring ,  Yugoslavia wil l be 
either at the th roes of an ethnic civil war in wh ich 
A lbanians, Croats, M acedonians, M ontenegrins, and 
S lovenians both inside and outside the com munist party 
wi l l  be fighting off th� assertive Serbians, or it wil l  be 
ru led by Serbian-dominated and Army-dominated inst i
tutions refi tted prim ari ly to fight off eth nic disintegra
tion .  

As these disp utes move rapidly i n  the direction o f  a 
crisis, a crucial turning-point for the worse was the Greek 
elections of October 1 98 1 ,  which brought to power a 
Berkeley, California-trained radical socia list, A ndreas 
G .  Papandreou ,  who holds the office of  Defense M in ister 
as wel l as Prime M inister. M r .  Papandreo u has carried 
out a po licy of confrontation with neighboring Turkey 
over a long-standing dispute regarding the Repub lic of 
Cyprus. 

A mi litary or  near-mi l itary co nfron tation between 
G reece and Turkey wo u ld  occur under circumstances in 
which G reece is militaril y by far in ferio r to Turkey and 
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out of  favor wi th  official NATO pol icy ;  the Papandreou 
government, to co�pensate fo r this  disadvantage , has 
adopted a pol icy of a q uick expansion of re lat ions with 
Libya, Syria, Cuba, and the Soviet bloc countries .  This  
has resulted in commercial and maritime treat ies with the 
U . S .S . R . ,  according to which Greece is  now 40 percent 
dependent upon the Soviet Un ion  for its energy suppl ies, 
and the Soviet navy has been given co ndit ional access to 
Greek ports  and shipyards.  

Most intel l igence analysts are making the mistake of 
dismissing the potential for a Greek-Turkish con fl ict .  
The forces prom oting such a confl ict-the contro ll ers of 
international terrorism and narcotics who also control 
the Social ist In ternational and elements of NATO's  
Southern Com mand,  as  the  I ta l ian investigations into 
the Propaganda-2 and the I ta l ian Social ist Party have 
shown-have a very compel l ing reaso n to remove Gen.  
Kenan Evren,  the Turk ish head of state. And ,  a s  every 
student of the region knows, the most  efficient way of 
changing regimes in Greece or Tu rkey is to incite a 
mi l itary crisis between the two countries, preferably over 
the long-standing Cyprus issue.  

General Evren,  an officer in Turkey 's  Kemal ist re
pUbl ican tradition ,  took power rel uctantly for the 
avowed purpose of r idding his  nation of terrorism and 
drug trafficking.  There had been scores of  " left" and 
"right" terror vict ims in Turkey,  and the country was a 
major  crossroads of  the heroin traffic .  Evren has th us far 
succeeded in practical ly e l iminating t he drug traffic :  the 
crackdown against terro rism resu lted in 200,000 arrests 
in 1 8  months, 40,000 trials , and a demand by the Public 
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The Balkans 
in 1982 
Since World War I I ,  these 
borders have not changed. 
Now, centrifugal tendencies 
in Y ugoslavia, and G reek
Turkish hostilities, head the 
list of crises. 

Prosecutor for capital pun ishment in  about 300 cases. 
Since the assassinat ion attempt aga inst the Pope, the 
Turkish authorit ies have been threatening to make a 
major  contribution in the fight aga inst international 
terro rism . 

General Evren ' s  posit ion within the rul ing mi litary 
gro up is vulnerable, however; in the matter of relat ions 
with Greece, especia l ly  over Cyprus,  he  has resi sted the 
st rident chauvi n ism of h is  co l leagues and subordinates . 
As the crisis worsens ,  the supporters of  Col .  Alparslan 
Turkes, the Dope,  I nc .-controlled Franz-Josef Strauss of 
Turkey , wil l make pol itical gains .  In the event of  aJl-out 
host i l i t ies ,  the Turkes c l ique,  i nvoking a national emer
gency , wil l point to Evren 's  moderate record and throw 
him out .  

I n  G reece, Papandreou is  working fu ll t ime to exac
erbate the Cyprus cris is (see page 30) .  As Prime M in ister, 
he has given great lat i tude to drug-runn ing and terrorist 
elements to operate in G reece . H is appointee as Gover
nor of the Bank of G reece wiJl safeguard the secrets of 
drug-money laundering and weapons-traffic financing 
in the eastern M editerranean . Papandreou h imself has 
longstanding personal  relations with I talian Socialist 
Party leaders who are connected with Propaganda-2, 
start ing with Betti no Crax i ,  the party 's  Chairman . 

During the fi rst week o f  January ,  in his capacity as 
Defense M ini ster, Papandreou carried o ut sweeping 
changes in the top ran ks of the Greek Officers Corps .  All  
top field and general staff com mands were handed over 
to o fficers whose loyalties are with the exiled King 
Constantine; officers with no known royal ist sympathies 
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who were inc l uded i n  the new appo in tments are k nown 
to be closely t ied to NATO's Southern Com mand .  I n  
short, the Soc ia l i st leader has put i n  pl ace a capab i l i ty 
which can be ca l led in to act ion  on  orders from NATO
and topple h i s  own government  if need be . I n  terms o f  
power, Greece i s  under the fu l l  control o f  N ATO offi cers 
who have i n  pl ace the means to carry o ut a roya l i st co up .  
The Papan dreo u government i s  merely t h e  p ub l i c  theat
r ical prop useful i n  engi neeri ng the  p rojected strateg ic 
cri s i s .  

I f  two NATO mem bers, Greece and Turkey ,  engage 
in  a m i l i tary contl i ct, or i f  the ir  pol icy i s  determ ined by 
the th reat o f  con tl i ct and G reece seeks  the assi stance o f  
its Ba lkan neighbors aga i n st Tu rkey i n  a c l imate o f  
ethn ic upheavals ,  a strateg ic  cr i s i s  w i l l  erupt .  That cr is is  
w i l l  resem ble the Balkan cr ises of  1 8 7 5 ,  1 8 8 2 , 1 90 8 ,  and 
1 9 1 2- 1 3 ,  and the d i sputes wh ich ca used the outbreak of 
World War I .  A l l  those cri ses i nvolved the methodica l  
man ipulat ion of  et hn i c  pass ions  i n  the serv ice o f  a g reat 

Cyprus: the history 
of a British plaything 
Cyprus , a British Crown colony unt i l  1 9 60, i s  a repub
l ic within the Brit ish Com m o n wealth . I t s  con stitu tion , 
drafted joint ly by Greece, Turkey ,  and G reat Britain 
in a February 1 959 Zu rich conference , provides for a 

Greek Cypriot Presiden t  and a Turk i sh Cypriot Vice
President, a co unci l' of M i n isters of seven G r eek and 
three Turkish Cypriots ,  and a H ouse of Representa
tives mandated to have 70 percen t Greek and  30 " 
percent Turkish Cypriot members . Greece, Turkey, 
and Great Britain have the status  o f  "guarantor pow
ers" over the Republic of Cyprus .  The Zurich const i
tution, needless to say , h as never funct ioned. 

The major power on  the i s l an d  i s  the presence of 
two Bri ti sh mil itary bases which encompass 1 00 
square miles o f  the is land ' s  total surface of some 3 ,000 
square m i les .  Those bases are sovereign Brit ish terri
tory . Since J u n e  1 974, there i s  a second major  m i l itary 
presence on th e i sland,  a Turk i sh Army of  Occu pation 

which controls the northern ha lf  of Cyprus,  from 
wh ich it has expelled m ost of the G reek-Cypriot in 
habitants .  The central govern ment of  Presiden t Spy
ros Kyprianou possesses v i rtually no  i nstruments for 
exercising state power i n  the face of  these two compar
at ively overwhel ming mi l ita ry forces . As a resul t ,  the 
strategically located is la nd of  Cyprus,  a prized posses
siort of the Republ ic of  Ven ice for over fou r centuries , 
is an internationa l  center of esp ionage act ivi t ies, g u n-
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strategic gamep lan ,  (as documented i n  this Specia l  Re
port) whose objective was to di smem ber the Ottoman 
Empire wi thout g iv ing any advan tage to Russ ia .  

A fter the Second World War,  ethn ic  passi ons persist
ed, as d id  the old Venetian i n tel l igence channels  and 
fam i ly co nnect ions .  The bo rders of  the exist ing states are 
arranged so that a ny state can raise ethn ic c la ims  against 
any other; Greek schoolch i ldren are taught to th is  day 
that the southern half of  A lban ia  ought to be cal led 
Epi rus ,  a G reek prov ince .  A lban ia  can c la im ethnic 
m inori t ies l i v i ng j ust outs ide Athens.  Yugoslavia i s  made 
up of  at least e ight ethn ic  homelands :  S loven ia ,  Croatia, 
Bosn ia- Herzegov ina ,  Voj vod ina ,  Serbia ,  M on tenegro, 
Kosovo,  and M acedon ia .  M acedon ia  i s  a specia l  mess, 
the Kurd i stan of  Europe :  G reek s c la im it  for h istorical 
reaso ns ,  B u lga rians  for ethn ic  reasons ,  and Sl avs for 
" reasons  o f  state ."  M acedon ians ,  l iv ing i n  Y ugoslavia, 
G reece, and Bu lgar ia ,  have ideas of thei r own ;  their 
dream of  a M acedon ian  state has never died . 

an d drug-running.  
The Turkish mil i tary foree on the Island, I� :ijy 

officers loya l  to the fanatic-Col. Alp arslan TilrkC&, 1$ 1:t: , " 
hotbed of opposition to the TurkJsh " governrnenf,:df :: ; 
Gen . Kenan Evren and therefore has an 'interest !n 

.
' 

promoting an aggravation of Greek�Turkish refa":' -;; : 
tion s . The Brit ish mili tary bases are ccnters £oorit>;; ; 
which va rious  types of operations are planned, a1ic.f"i)� 
could be planned t o  provoke ethnic strife, Isra-eIi:: :' ; 
in tell igence , which maintains a large presertce ont�\; i' 
i s land ,  has been involved in  the aggravation ofGre;ek2; !"'1 
Turk i sh re lations during this past December to laAu�: f,! 
a ry period . As  a result ,  there has been a :  massi.� ; ;  
rein forcement of the Turkish occupatlon Jorc� ;: " .. . 

about 10,000 new troops. The Socialist In ternat!<f 
which has  a strong presence on the Gr-e�k""Cyp" , . ; 
s ide th rough the party of Dr . Vassos :Cyssarides�; a:. : i 
lo ng-term asset of Brit ish i ntelligence, nas been aetive: ? :  
dur i ng  December and January on the side .: oftJiCift
G reek s and against the Turks . Wmy Brandtspent t�.::· .: 
week s i n  Cyprus around Christmas; during :Janttaty�::;� , 
the Bri t i sh Labou r Party's Lord Car�dOn. formi:r�y· r 
S i r  H ugh Foot, held numerous demonstrations: p 
test i ng the Turk ish presence in northern €yprui 
Hugh Foot was Briti sh Governor of Cy�i'us ftqtn n; 
1 9 57 to 1 960. . " . . ' . . : :  j :: ::}:. I n  retaliation for Socialist Internation.al supP,:Ori: ;£" 
for the Greek side, the Turkish Cypriot cortirtilbli�)' ,J ': 
has been mobil ized by the chauvinist fir.ebraud: R;/iJ'uf' J ;; 
Den ktas, i nto preparing for annexation ot ¢e:rtain" :'; 
historical Greek Cypriot urban centers, e�peciany 

. 
m ag u st a .  
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A chronology of 
current conflicts 

Albania 
April 1 98 1 : The Alban ian m inori ty in Y ugoslavia 's 

Kosovo prov ince mounts a series o f  b loody disturbances 
with demands ranging from autonomy to un ificat ion o f  
Kosovo with A lba nia ,  at the in st igation of  t h e  Tirana 
govern ment .  Relat ions between Belgrade and Ti rana 
deterio rate rap id ly . A lban ia ' s  leaders consider the pos
s ib i l i ty o f  m i l i tary act ion:  The cr is is  reaches a high point 
during late J une and early J u ly . 

June 1981 : Alban ia  for the fi rst t ime sends a large 
delegation of professors from the U n ivers ity of Tirana,  
01,1 extended v is i ts  to the U n iversit ies of  Ven i ce and 
Rome. I n  the course o f  the year, I ta ly beco mes A lban
ia 's  largest tradi ng partner .  During the summer and 
autumn ,  A lban ia  announces that i t  seeks closer relat ions  
w i th  I ta ly ,  Greece, Turkey ,  and A lgeria .  

November 1 9 8 1 : The A lban ian  Com mun i st '  Party 
holds its Eighth Congress and rat i fies the new foreign 
pol icy .  A la rge-sca le purge fo l lows .  Enver Hoxja ,  the 
74-year-o ld party chief, is serious ly i l l  and  iso lated fro m  
developments .  H i s  longt ime co l laborator,  Prime M i n i s
te r Mehmet Shehu ,  i s  assass inated o n  Dec. 1 7 , 1 98 1 ,  in  
unexplai ned c i  rcumstances . Defense M i n i ster Kantri 
Hasb iu ,  Shehu's nephew, is purged . 

J anuary 1 982 : I n  the fi rst ha l f  of  the month ,  four 
more min i sters, i ncl uding another Shehu nephew, M a
koz Sheh u, are purged . On J an .  5 an assass inat ion i s  
attempted aga i nst Enver Hoxja .  On  Jan . 1 5 , Hoxja  
appoints a new Pri me M i n i ster, Ant i l  Karkan i ,  who 
o ffic ia l ly reiterates that "the opening to the West" wi l l  
cont inue .  G reek and Y ugoslav analysts conc lude that  
the younger generation o f  leaders has adopted a po l icy 
of con frontation with Y ugoslavia and  open rapproche
ment with P-2 facti ons i n  I ta ly .  

Yugoslavia 
April 1 98 1 : The most severe cr i si s s ince the end of 

World War I I  beg ins  as a result  of the Kosovo r iots .  
The Soviet U n ion increases its presence i n  Y ugoslavia 
in  a spectacular way .  

June 1981 : A large Soviet naval  task force demon
strat ively shows the fl ag in Yugoslavia 's  A driat ic ports .  
Among the v is i t ing Soviet officers i s  the formidable  
Admira l  Gorch kov .  Duri ng 1 98 1 ,  Yugoslavi a' s  trade 
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with the U .S . S . R .  increases by 62 percent .  
December 1981 : After the  conclus ion o f  the  Alban i 

an  Com m u nist Party ' s  congress, Y ugoslavia 's  M i ni stry 
of Foreign A ffairs  i ssues a pub l i c  statement Dec. 1 0  
emphasiz ing that i t  cons iders three pos i t ions adopted at 
the congress to be "unacceptable" : in terference in  Yu- , 
gos lavia 's  in terna l  affa i rs ,  encouragemen t o f  res istance 
among Y ugoslavi a 's  A lban ian  m inority,  and  express ion 
of  territori a l  amb it ions  at Y ugoslavi a 's  expense .  During 
the Serb ian Central  Commi ttee plen um of  Dec. 24, a 
fight b reak s out with mutua l  recr im inat ions between 
Serbs, and  representatives of Kosovo an d Vojvod ina .  
O n  Dec . 2 5 ,  Yugoslav Presidi um member  M i los M i n ic ,  
a lso pres ident o f  the Commiss ion for I n ternat iona l  
A ffai rs ,  gave a n  i ntervi ew on  the subject of  re lat ions 
with A lban ia  and Bu lgar ia ,  stat ing:  "The main  danger 
from [Alban ia ' s ]  pursu i t  of this k i nd  of po l icy i s  that 
the great powers can become i nvo lved in it, un less, of 
course, they have a l ready become involved ."  

J une 1 982 : The Y ugoslav League o f  Com munists 
wil l  hold i ts Twelfth Party Congress, o n  const itut iona l  
changes i n  the rel at ions between the cen tral government  
and ethn i c  m inorit ies .  Augmented authority for the 
Serbi an-dominated m i l i tary i s  expected .  

Greece 
October 1 98 1 : Ten days before the A lban ian party 

congress, on Oct .  20, Socia l i s t  A ndreas Papandreou 
takes o ffice a fter an  e lect ion prearranged among h im
se l f, h i s  conservative opponents ,  and  Pres ident Constan
tine Caraman l i s .  The m an agers of the scheme were 
Propaganda-2 and N ATO i n fl uenti a l s .  A n  effort by 
tradit ional ist o fficers to obstruct Papandreou 's  elect ion 
was q uiet ly defused by N ATO . 

N ovember 1 98 1 : Papandreou compla ins  offic ia l ly  
again st Turkey on  the Cyprus q uestion . 

December 1 98 1 : Socia l ist I nternationa l  chief Wi l ly 
Brandt spent two weeks  i n  Cyprus try ing to st ir  up the 
G reek Cypriot side . R umors c i rcu late toot the Greek 
m i l i ta ry is send ing rei nforcemen ts to the i s land .  Turk i sh 
authorit ies i n  response begi n actual  rei n forcements .  
Meanwhi le, Papandreou takes an  ostentat ious "ant i 
N ATO" stance at the At lant ic Counci l  meet ing in 
Brussels ,  stage-managed by Air Force General N .  
Kour i s ,  a veteran o f  N ATO's A l l ied Command i n  
N ap les; Kouris  later i s  promoted to chief o f  t h e  A i r  
Force . 

J anuary 1 982 : The General  Staff of  the Army, Navy,  
and Air Force are a l l  rep laced most ly by generals  with 
extens ive NATO backgrounds  and profess iona l  train ing  
i n  Britai n .  The fie ld  commands o f  t he I ,  I I ,  I I I ,  and IV 
Army Corps,  of the First Greek Army, and of  the  
Supreme M i l itary Command o f  Athens and In terior,  
the l ast being the "coup d 'etat capabi l i ty ," were al l  
handed to o fficers loyal to the exi led K i ng . 
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Syrian revolt may undo 
secret pact with Israel 
by Robert Dreyfuss, Middle East Editor 

For some time now, Syria's President Hafez Assad has 
been i n  a secret all iance with Israel to aid Ayatollah 
Khomeini ' s  I ran . Assad has also mobi l ized his  diplomacy 
to wreck Egyptian and Saudi peace in it iatives, has tri ed 
to foment revolts in Jordan and Iraq, and has tightened 
links with Libya's M uammar Qaddafi and Arab terrorist 
organ izat ions .  

N ow,  domestically, despite his  brutal use of armed 
force, Assad may not survive the spreading rebell ion that 
began in the industrial city of Hama.  The revolt, which 
has brought together dissident mi li tary officers, civi l ians,  
conservative M uslims ,  as well  as M usl im Brotherhood 
extremists, threatens to topple the Damascus regime of 
the Assad brothers . 

According to A rab i ntelligence sources , Assad and 
his several brothers, i ncluding the sadistic Rifaat Assad,  
chief of Syria's Special  Forces, have recently m ade a bid 
to establish themselves as one of the premier organized
crime fami lies international ly .  Holding fortunes in Swiss 
banks,  Hafez Assad and h is  associates have become part 
of the worldwi de Dope, Inc .  network, with offshoots 
extending into New York's underworld , southern 
France, Italy , and the Midd le East . 

The Syria-Isra"el alliance 
The Syrian rebell ion that began in Hama at the 

beginning of February and reportedly spread to the 
towns of Aleppo,  Horns,  and Latakia could soon over
throw the Assad clique. If it does ,  that would e l iminate 
the Syrian end of a secret Israeli-Syrian partnership 
dating back to 1 970, when M oshe Dayan and the I sraeli 
Mossad helped Assad stage the coup d'etat that b ro ught 
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him to power. 
I n si de I srael, a fact ional  situation as  to how to play 

the Syria card h as reportedly emerged in the wake of 
the Hama rebell ion .  Some Israeli s-a number of them 
close to Prime M in ister Menachem Begin-are of the 
opinion that Assad is fin ished, and welcome Iran-style 
chaos overtak ing Syria .  "That would be the best thing 
for Israel ,"  stated one Israeli source. " Let them al l  k i l l  
each other o ff i n Syr ia .  Such i nstabi l ity would make our 
posit ion i n  I srael that m uch more secure, especially vis
a-vis the Un ited States . Even if pro-I raqi officers were 
to take power, that would not necessarily be worrisome, 
s ince they could last no  more than a month or two 
before being overthrown themselves. Then the country 
would dis integrate into a thousan d  p ieces , l ike Iran and 
Lebanon,  and we in  I srael would preva il . "  

Others are n ot so  sanguine about prospects in the 
post-Assad era, and are reportedly taking measures to 
prop up the Assad regime.  For example,  I sraeli Defense 
M in ister Ari el Sh aron is said to be in favor of an 
immediate pre-emptive stri ke into southern Lebanon,  
believing that a l imited confrontation there, possibly 
involving Syria, would divert the Syrian population 
from the revolt aga inst Assad and provide the Syrian 
Pres ident with a mi litary emergency around which to 
rally the country. 

"Within the next 10 days, I srael and Syria may agree 
to stage what they hope would be a l imited war i n  
Lebanon ," said one  source. 

Among thei r other goals,  both Israel and Syria 
would l ike to eliminate the leadership of the Palestine 
Liberation Organization .  In Lebanon,  I srael wants to 
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trap thousands of Palesti nians i n  southern towns and 
eliminate them in  a bloody massacre . Syrian i ntelligence 
has reportedly activated plans to assassinate PLO 
Chairman Yasser A rafat and rep lace h im with a Syrian 
puppet . 

Who wants to topple Assad? 
A ltho ugh Assad had apparently managed to quell 

the rebell ion in H ama as of  late February by  leveling 
parts of the city with arti llery and aerial bombardment, 
there is  an across-the-board intelligence verdict that 
Assad's  victory is  merely temporary and that the forces 
behind the revolt have gained the upper hand .  

" Rifaat Assad's Special Forces lost  2,000 dead and 
wounded in Hama,"  sa id one source, "and now the 
whole country k nows that  the regime is not invincib le . "  

The  coalition opposing Assad draws upon many 
different factions for support ,  ranging from the Syrian 
officer corps to t he M uslim Brotherhood secret society , 
i .e . ,  the I s lamic fundamentalist drug-and-terror network 
that, fo llowing the Khomeini takeover in  I ran ,  h as 
spread l ike wi ldfire throughout the Arab world.  How
ever, governments targeted for overthrow by the Broth
erhood, including I raq, Saudi Arabia,  and Jordan, 
along with certain Lebanese fact ions,  also support the 
rebels, and both the Brit ish and French intell igence 
services are deeply involved in aspects of the opposition . 
I sraelis opposed to Begin 's  and Sharon's  excesses may 
also be acting to bring a more moderate regime into 
power in  Syria . 

The crisis in Syria began in January with a reported 
Air Force i ntell igence coup attempt which was brutal ly 
crushed by Assad . At about the same t ime, a leading 
PLO official and adviser to Arafat, Isam Sartawi ,  told 
the French newspaper Le Monde that Abu  Nidal ,  the 
Syrian-backed Palest inian terrori st and assass in ,  was an 
agent of I srael's intell igence agency Mossad ! 

The damaging revelation by Sartawi of  the Syrian
Israeli connection in  international terrorism coincided 
with hard evidence that Syri a and Israel, along with 
Israel's Lebanese puppet, M ajor Saad H addad, were 
co llaborating to back the mullahs in I ran against I raq .  

Both the Sartawi revelations a n d  the I sraeli support 
for the Teheran-Damascus axis became political 
bombshells in  Damascus. Assad's popularity , a lready at 
an all-t ime low, plummeted . 

"The idea that the M usl im Brotherhood is the chief 
force beh ind the revolt i n  Syria is nonsense ,"  said one 
informed A rab source, com menting on misleading U . S .  
media accounts of the  Hama rebel l ion . "The Brother
hood is  only one small part of the anti-Assad bloc. " 

In  point of fact ,  the Assad regime often collaborates 
with the M usl im Brotherhood, Arab sources report, 
particularly in executing terrorist hits and in carry ing 
out drug-and gun-runn ing operat ions .  
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" It 's a mistake to talk of the Brotherhood as being 
the real motive force i n  Syria," commented another 
London-based source . "There are many moderate 
groups involved in Syria .  These are the middle-of-the
road Sunnis who don't  want Assad and who don't  want 
the B rotherhood, but who are using the Brotherhood as 
a spearhead of  the revolt . "  The Assads do not belong to 
the Sunnis  but to a small A lawite minori ty in  Syria, and 
have ruled for 1 2  years by pitt ing rel igious sects and 
minorities against each o ther.  

Assad may not survive.  A lthough London and 
Swiss narcotics financiers and certa in I sraelis who sup
port Assad would l ike to p reserve h is  regime, they are 
prepared to abandon him if  i t  becomes clear that he 
cannot survive. They may then opt for a "scorched
earth" policy in  Syria, turning i t  into another Iran or 
Lebanon .  The lack of an apparent leadership  opposed 
to Assad, combined with the role o f  I srael ' s  M ossad 
next door, m ay very well lead to the scorched-earth 
scenario . 

'The best Assad we have ' 

The following are excerpts from a Feb. 1 5  London 
Times editorial defense of Syrian President Assad entitled 

" The Best A ssad We Have. " A lthough the editorial 
piously bemoans the prospects of Syria's becoming anoth
er Iran (conveniently sidestepping the fact that it was the 
British who largely engineered the Khomeini takeover in 
Iran), what shines through is Britain 's fear of losing 
Assad, especially to an anti-Brotherhood, anti-Assad mil

itary leadership. 

T here is a temptation to argue that since President 
Assad has adopted a radical stand in  the A rab world 
and is  in formal al l iance with the Soviet Union,  his  
departure from the scene m ight ease matters .  I n  fact ,  
the reverse is  almost certain ly the case . . . .  The thought 
of  another Khomeini  in  Damascus-albeit a Sunni 
rather than Shi i te one-is enough to send shivers up 
Arab as well as Western spines. The probable alterna
t ive-a regime dedicated to the total e l imination of the 
Brotherhood-is equally unpalatable, since i t  would 
involve ruth lessness and cruelty surpassing even that of 
the present regime.  

This  leaves President Assad cl inging to power. . . .  
H i s  record shows h im to be a man of  straightforward 
dealing and statesmanlike behavior; very far from the 
doctrina ire radica l some imagine him to be .  There are 
indications  that, i f  ci rcumstances al lowed, Pres ident 
Assad might revert to the position he  had gradually 
worked round to in  1 977 ,  before Camp David, and 
consider the terms of  an accommodation with I srael . 
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Central America 

'Fire Thomas Enders 
and Deane Hinton ' 
This statement was released by the National Democratic 
Policy Committee on Feb. 16 .  

Senator Jesse Helms,  a long with m any conservative 
Americans in the mi l itary, i ntell igence, and business 
comm unities, has correctly expressed growing alarm at 
the worsening destabi l ization of Central America, and 
announced that he wants an immediate stop to the wave 
of insurrections there. But these circles are dead wrong in 
their information and intel l igence evaluation of the re
gion, and as a result  are issuing m isguided pol icy rec
ommendations which wi l l  only aggravate America' s se
curity problems.  This intel l igence problem m ust be 
quick ly remedied, i f  we are to prevent the Un ited States 
from being manipulated into helping turn Central A mer
ica into another decimated Cambodia .  

Helms et  a l .  have accurately protested that a "pin
stripe putsch" has occurred at the State Department ,  and 
that a crowd of  " Rockefel ler agents"-includi ng Secre
tary of State H aig and his Latin America specia l ist ,  
Thomas Enders-are dictating U .S .  pol icy toward Latin 
America . They privately-and occasional ly puhl icly
accuse this cabal of  del iberately prolonging the Central 
American cris is ,  much as it did a decade ago in Vietnam,  
and of "handing the  region to  the  Soviets ."  

, There is truth to the charge. The anglophi le Rocke
feller fami ly has for decades run Latin A merica on behalf 
of the drug-running ban k ing e l ite that is based in Lon
don .  Today David Rockefel ler i s  mak ing deals to turn 
the entire Caribbean Basin i nto a col lection of 
Jamaicas-"free-t rade zones" economies based on the 
production and export of  drugs . 

The pol icy-makers beh ind Rockefeller are not inter
ested in wi nning the war in E I  Salvador against the 
guerri l las and s imi lar  insurgencies .  They are interested 
in pro longing the war-with the goal of destroying the 
economy and of depopulating the country. 

That pol icy of depopulation is  being carried out 
system atical ly by both the right and the left in E I  Salva
dor. On the right, former M ajor Roberto D'Abui sson , 
the leader of EI Salvador's ultra-right National i st Re
pub lican Party , argues that EI Salvador m ust be "paci
fied" with a scorched-earth pol icy , even if  that means 
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k i l l ing tens o f  thousands of  his  co untrymen . On the left, 
R uben Zamora, a social dem ocratic leader of  Salvador's 
FDR/ FM LN insurrection aries, recently told the press 
that Salvador wi l l  fa l l  to the g uerri l las unless the Un ited 
States sends in 30,0()() M a rines .  But  if the U . S .  does send 
in troops, states Zamora, "The war wifl become a Central 
American war. We wi l l  regional ize the war ."  

The strategy of us ing war to  depopulate Central 
Ameri ca is also the offici al pol icy of  the United States 
State Department.  Stated Thom as Ferguson, di rector of 
the Latin A merica divi s ion of the State Department's 
Office of Pop ulat ion Affairs ,  one year ago: "There were 
just too many goddamned peop le ," in EI Salvador.  The 
civi l  war can help th ings,  but it would have to be greatly 
expanded . " 

I f  the Un ited States is to bring peace to Central 
America without los ing its influence in  the region , the 
first step i s  the immediate fir ing of  those State Depart
ment officers who are knowingly carrying out  a po licy of 
Nazi depopulation in  Central A merica.  That includes: 

Thomas Enders, Haig's Assistant Secretary of State 
for I n ter-American Affairs .  Enders made his name as 
Henry Kissinger's man-on-the-gro und in  Cam bodia in 
the 1 970s and helped hand the country over to the Khmer 
Rouge and the com m unist Chinese, who then murdered 
3 mi l lion Cambodians in four years . Given his record 
there and in Central A merica, the Assistant Secretary 
was m ore properly named Thomas Embers . 

Deane H inton,  Am bassador to EI Salvador.  H i nton 
received his basic training in the 1 950s, working closely 
in H onduras with Un ited Brands'  agronom ist Wil l iam 
Paddock , who has s ince become the foremost promoter 
of genocide in Central America and M exico. 

Wi l l iam Draper I I I ,  the Reagan admin istrat ion's  
appointee to the directo rship of  the Export- I mport Bank . 
Draper is the son of one of the most vociferous sponsors 
of the racist eugenics doctr ine in the U n ited States , 
Wi l liam Draper, J r .  From h is  posit ion as Exi mbank 
chairman ,  Draper I I I  i s  acting to block the transfer of 
vita l  techno logy and credit  to the Third World .  H is post 
instead should be fi l led by a ret i red general from the U .S .  
Army Corps o f  Engineers, who wou ld  more readi ly 
understand the importance of economic development to 
securing the po lit ical stabi l i ty o f  strategical ly vital areas .  

A policy for elections 
Elect ions are now s lated to be held in  E I  Salvador 

on March 28. Any s uch elections wil l  be a fraud un less 
the precondit ions are estab l i shed by which those elec
tions  can be carried o ut in a dem ocratic envi ronment 
free of  fear .  The first  step toward achievi ng that envi
ron ment is for the United States to place itse lf  firmly 
behind a pol icy of  "No outside interference in EI 
Salvador ."  In  particular that means the removal of 
three forces :  the Society o f  Jesus (Jesuits) ,  the Social ist 
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I nternational ,  and the U . S .  banana/drug corporation ,  
United Bran ds . 

The Jesuits have for years organized for insurrection 
using the "Theology of Liberat ion" for an agent-prov
ocateur role among an increasingly desperate popu la
tion . The chai rman of the Socialist I nternational , Wi l ly  
Brandt, has  gone on nationwide televi sion in  the  U nited 
States to flaunt the Socialists' support,  both moral and 
material, for the insurrection i n  Central A merica. M ax 
Fisher's Un ited Brands Company-formerly U ni ted 
Fruit-has been exposed as a trainer of terrori sts at i ts 
Pan-American Agricultural School in  Honduras ,  and at 
the U B-financed I nter-American Center at the Jesuit 
Loyola University in  New Orleans .  

As for the charges of  Soviet and Cuban involvement 
in  running arms to the Salvadoran guerri l l as ,  the most 
efficient way to pursue this point is to request the 
collaboration of  the intel ligence and security forces of 
Egypt, in  tracing back the serial numbers on weapons 
captured from the left in Central America. I t  is l i kely 
that a large portion of these weapons wi l l  lead to Shaul  
Eisenberg and other I sraeli arms and drugs merchants .  
The I sraeli intel ligence service, the Mossad,  has for 
years promoted the sale of weapons to both sides of the 
left-right war in Central America.  There are strong 
indications that the Mossad is eager to tie the U nited 
States down in  a Central  American land war,  leav ing 

I srael with a free hand to blow up the M iddle East. 
President Reagan could usefully discuss with Soviet 

President Leo nid Brezhnev the best way to achieve the 
goal of removing outside interferences from EI Salva
dor. It  is important that H aig be isolated completely 
from such negotiations ,  or any talks with the Cuban 
government, given his  own ties with the Jesuits,  the 
Social ist  I nternational ,  and the other backers of  terror
ism in  Central A merica .  

The th i rd  step i n  bringing ca lm to th i s  ravaged 
region is  a policy of fostering the growth of the Central 
American economies,  i n  cooperation with Mexico . 

Among the projects central to carrying th is  out i s  
the  complet ion and improvement of  a Pan-American 
Highway that would run through Central A merica 
south from Mexico . Second,  gas and oil pipel ines 
parallel to the h ighway should be laid .  

Wi th  th i s  basic infrastructure i n  p lace, ancil lary 
capital- i ntensive industries that use these i nputs can be 
b ui l t  up i n  each of the Central A merican nations-such 
as ferti l izer, di rect- reduction steel ,  and other industries. 

The U .S .  A rmy �orps of Engineers, especially i f  it 
has been entrusted with the Exim bank,  is the qual ified 
force to take on  the s imultaneo us tasks of aiding the 
countries of  Central America to develop their industrial 
i nfrastructure, while securing the area from further 
terror and war. 
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INVESTIGATIVE LEADS 

NATO implicated in 
I talian terror case 

by Vivian Freyre Zoakos. European Editor 

The case agai nst one of I ta ly 's  top trade-un ion  
leaders, Lu igi Scricc io lo ,  wh i ch  exploded with h i s  arrest 
of Feb .  4, is da i ly acqu i ri ng more devastat ing d imen
s ions  l i nk ing h im and h i s  co l laborators to the  control 
lers of  internat ional  terror ism and drug and arms 
traffick ing .  The chief of i nternat iona l  affairs o f  the U I L 
nat ional  labor con federat ion ,  Scriccio lo  was arrested on  
charges tha t  he  i s  a member o f  the  noto ri ous  Red 
Brigades te rror ist gang that k idnapped A merican 
NATO Gen.  James Dozier last December .  In the l atest 
development,  he  i s  n ow expected to be charged with 
passing secret N ATO documents to the Warsaw Pact . 

The two judges i n  charge of the case note that they 
expect sho rtly to issue a form al i ndictmen t again st 
Scricc io lo on these grounds .  General Dozier's ja i ler ,  
Anton io  Savasta,  together with Scricc io lo 's  own cousin 
Lor is-himself a ja i led Red Br igades mem ber-have 
offered detai led accusations  that Scriccio lo was pass ing 
secret N ATO documents to the Red B rigades leader
sh ip .  Loris test i fied that on several  occas ions Lu ig i  
Scricc io lo orchestrated meet ings between Red Br igades 
mem bers and offic ia ls  of  the Bulgar ian Embassy in 
Rome where the N ATO documents were turned over. 

J udge De Sica, who has been in  charge of  the case, 
announced on Feb . 1 5  that the Scriccio lo  in vest igat ion 
was being broadened to encom pass the Propaganda-2 
Freemason ic  scanda l .  The Propaganda-2 (P-2) l odge 
was exposed last year to be at the top of the i n ter l in ked 
globa l  network that deploys terror ists and runs the 
world dope and arms sm uggl ing traffic .  When the 
scandal emerged last M ay ,  i ts repercuss ions  into N ATO 
circles were qu ick ly sq uashed .  The Scricc io lo case has 
resurfaced th is  hereto fo re buri ed dimension of P-2 .  

J udge De S ica has learned that as ea rly as 1 979 
Greek i ntel l igence had sent an urgent commun icat ion 
to the I tal ian secret services document ing the l i ke l i hood 
that Scricciolo was a ran k ing member o f  the Red 
Brigades . That i n fo rmat ion was buried by the two 
com manders of  the I ta l ian  secret services, the S I S D E  
and the S I S M I ,  w h o  a t  that t ime were p rom i nent 
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members of the P-2 lodge . Both were forced to quit 
their posts last year when their membership was re
vealed . The fact that both were protect ing Scriccio lo  i s  
be ing v iewed by J udge De S ica  as grounds  to open an 
in vestigat ion i nto Scr icc io lo 's  t i e s  with I ta l ian m i l i tary 
and c iv i l ian in te l l igence, part icu la rly g iven the fact that 
Scriccio lo  had apparent access to N ATO secret docu
ments which easily m ight  have been p rocu red through 
the m i l i tary i n te l l igence branch . 

I t i s  l i tt le wonder then that the Scriccio lo  affa i r  has 
led to a rap id attempt at cover up on the part of his 
associ ates elsewhere i n  the trade un ions .  

W ith in  hours of h i s  a rrest, there was  a fl u rry of 
telephone act ivity between Ita ly ,  the A F L-CIO head
quarters i n  Paris headed by I rving Brown , and the A FL
CIO headquarters in Wash ington .  I n vestigat ions by th is  
magaz ine ,  corroborated by sources at the A F L-CIO 
headq uarters, confi rm that  the American labor  federa
t ion and its leaders not o n ly knew Scricc io lo ,  b ut 
col laborated with h im  on jo in t  projects, i nc lud ing sup
port fo r So l idarnosc in  Po land .  

At the t ime o f  h i s  a rrest, these sources report, there 
was co rrespo ndence from Scriccio lo  on the desk of 
o ffic ia ls  o f  the A F L-C IO  I n ternat ional  Affa i rs Depart
ment ,  headed by Ernest Lee. 

" I f  you ca l l  here next week ,"  said a so urce at the 
A FL-C I O  headquarters, " N o  one wi l l  admit  to knowing 
h im or  work i ng with h i m . "  I t  has a lso been learned that 
the case o fficer in  ch arge of this coverup i s  I rv ing 
Brown,  the federat ion ' s  long-t ime European operat ions 
ch ief, who has flown to the Un ited States for "emergen
cy consul tat ion s . "  

France : a s  bad a s  the 1 960s 
Terrorism has broken out in France on a sca le  not 

seen s ince the 1 960s, when the Secret Army Organ iza
tion went on  i ts rampage to assassi nate Pres iden t Charl
es de Gau l le and o therwise disrupt the state .  On ly th is  
t ime, many of  those i n vo lved in  the terrorism were 
released from the i r  ja i l  cel ls by the same government 
they are n ow attack ing .  

On Feb .  I I , the F ront  fo r the Nat iona l  L iberat ion 
o f  Corsica (FN LC) c la imed respo ns ib i l i ty for 26 bomb
i ngs on the is land o f  Corsica and on the ma in land,  as 
wel l  a s  several attacks on Fo reign Leg ion outposts that 
left one dead and two i nj u red . The F N LC proc la i med 
the end of  a "truce" it had put into effect after the 
electi on of  the Soci a l i s t  govern ment ,  anno unc ing that it 
was unsat i sfied with the govern ment 's  ha lfway measure 
g iv ing Cors ica a spec ia l  sem i-autonomous status .  Five 
days later, another 1 7  FN LC bombs were set o ff. 

The Cors ican terrorists were among' the leadi ng 
benefic iaries of the govern ment' s broad am nesty of 
terro rists after M i tterrand 's  i nauguration . At  least 20 
Cors icans ,  many of them mem bers of the FN LC who 
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had been t ri ed fo r bomb ings and k idnappings ,  were 
freed from ja i l  last June .  

Another group went i n to act ion the same week .  The 
l i t t le-known anarchist " Bakun in  group ,"  which is also 
cal l ing itse lf " Bukun i n-Gdan sk-E I  Salvador," bombed 
(he offices of severa l foreign compan ies work ing for the 
U n ited States and Lat in America .  

The extreme right-wi ng parti des Forces Nouvelles 

(PFN) was on the streets Feb . 1 3 . Two gangs o f  30 men 
each , armed with crowbars, sm ashed the windows of  the 
M i ni st ry of Transport (currently occupied by a member 
of the French Com mun i st Party) and the M i n istry of 
Sol idar i ty (one of the M i tterrand government 's  A quar
ian Age concoctions) .  The PFN announced later that 
this was on ly the begi nn ing of a cam paign to get the 
Comm un ists th rown out of the government (there are 
four Commun ist m in i sters) , which campaign cu lm inat
ed Feb . 1 7  in a ra l ly in Pari s .  

A l l  the above i nc idents reflect the i n tensi fy ing war
fare between rival i n te l l igence-d rug-terror networks 
s ince last year's elect ions (see Report from Paris ) .  

Haig friend interrogated on P-2 
The Propaganda-2 i nvestigat ing comm ittee of the 

I ta l ian parl iament i n terrogated Francesco Pazienza, a 
close associate o f  Lic io Ge l l i ,  the former head of  the P-
2 lodge, and friend o f  U .S .  Secretary of  State A lexan der 
Haig, fo r severa l hours on Feb .  I I . Pazienza is  a lso a 
re lative of Gen.  G i useppe Santovito ,  the former head of 
the I ta l ian m i l itary secret service S I S M I ,  and a P-2 
member. 

Pazienza's task was to organ ize, in conju nct ion with 
Haig's adviser M ichael Ledeen , the expan s ion of the 
power of the Soci al ist  Pa rty in  I ta ly .  Pazienza was 
forced to ack nowledge h is  c lose friendship with H aig to 
the investigat ing com mittee . He  admitted that when 
Christ ian Democrat ic Party Secretary F lamin io  Picco l i  
went to  the U n ited States i n  1 98 1 ,  Pazienza orga nized a 
brief meet ing between Picco l i  and H a ig . " H aig was 
leavi ng for Camp David, but he agreed to delay his 
departure for a few hours in beha l f  of  an o ld friend
ship," Pazienza stated . 

The fact that the c lose relatio nsh ips between himself 
and the P-2 network are re-s urfacing has frigh tened 
Haig into a reck less effort to cover up many incr im inat
i ng documents . The I ta l ian press reports that he sent 
Ledeen on an urgent errand to U ruguay, to buy for 
$ 1 5 ,000 the documents that the pol ice had confi scated 
from Gel l i ' s  M ontevi deo v i l l a .  Ledeen c la ims that i t  was 
only "his interest i n  h i story" that in spi red the purchase ,  
but there are many i ndicati ons that the U ruguay dos
siers contain ev idence of Haig 's i nvo lvement with P-2 .  

The I ta l ian par l iament member  Bassan i ni  posed the  
quest ion to the govern ment of whether "opportune 
steps" wi l l  be taken to have Ledeen and the U .S .  State 
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Department del iver the documents to an I ta l ian  magis
trate i nvestigat ing P-2, given how extremely important 
those documents are to the ent i re i nvest igat ion .  

"Billygate" scandal resurfacing 
The B i l lygate scandal  has re-emerged in I taly as 

I ta l ian  investigators cont in ue to explore the fu l l  ramifi 
cations  o f  terror ism and its deployers at the highest 
levels .  On Feb. 9, the newspaper La R epubb/ica pub
l i shed quotes from a doss ier authored in  1 975 by 
Bernardi no An dreo la ,  the noted terro rist who provided 
the pol ice with i n format ion p rovi ng that M ichele Papa, 
B i l ly  Carter's Sic i l i an l ia i son to L ibya,  is a core member 
of the terro ri st and arms-sm ugg l ing  apparatus .  

As  And reola documents in  h i s  1 975 test imony given 
to the pol ice fo l lowing h is  captu re, the S ic i l ian-A rab 
Friendship Society, headed by the attorney M i chele 
Papa ,  was from the outset the core of  a terro rist 
recru i tment operation . The organ izat ion  also func
t ioned as one o f  the central coord i nat ion po in ts fo r the 
lucrat ive i l l ega l  traffick ing i n  arms from L ibya i n to 
I ta ly to supply the terrorists '  requ i rements .  M i chele 
Papa was the i nd ividual who fi rst contacted B i l ly Carter, 
and l ater organ ized Carter's tr ip to L ibya .  

Andreola documented for the  po l ice h i s  ro le in  the  
terrorist recru i tment process. I n  1 973 M i chele Papa 
jo i ned fo rces with the Calabr ian mafia and the networks  
of Feltri ne l l i  to relaunch Sici l i an  sepa ratism and at  the 
same t ime generate the capab i l ity for the recru i tment of  
terrorist guerr i l l a s  for importat ion to  a l l  parts  of the 
M ed iterranean,  i nc lud ing the M i ddle East . The net
works of aristocratic pub l i sher G i angiacomo Feltr inel l i ,  
who  un t i l  h i s  death was  known  to  pol ice agencies 
throughout the world as one of the top names i n  
i n ternat ional  terror i sm,  suppl ied a protege fo r dep loy
ment i n to Sici ly to a id i n  this effort .  Th at man was 
Bernardino Andreo la .  

Andreola and a group of cron ies founded in  S ic i ly  
the "A lpha group," sett ing up 42 propaganda cel l s  and 
1 8  armed terro ri st ce l l s  on  the is land.  The propaganda 
cel ls o rgan ized the popu lat ion around the s logan of  
freeing S ici ly from I tal ian dominat ion wi th  the  he lp  of 
"Arab friends ."  

Th is  mass o rganiz ing funct ioned as a screen ing 
process through which the m ore rad ica l  elements wi th in 
the impover ished S ic i l i an  populat ion cou ld  be  passed 
on to the c landesti ne terrorist cel ls .  Andreola test ified 
that he had meet i ngs with both the Calabr ian mafia and 
Carter's fr iend ,  M i chele Papa, i n  the course of th is  
operat ion .  I n  1 978 ,  Papa's  acti v i t ies l ed to a cri mi nal  
in vest igat ion which was, however, dropped eventua l ly 
because of the del i cate in ternat ional  imp l icati ons of  h i s  
act iv it ies and thei r con nect ion to the B i l l y  Carter af
fai r-al l  o f  which was ca refu l ly  covered up by the U .S .  
J ust ice Department . 
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M- 1 9  leader Carlos Toledo Plata ( r) with his subordinates A lvaro Fayad, a sociologist, and Carlos Pizarro Leon- Gomez, a law 
student,  during a court martial in the spring of 1 981 . 

Organized crime and terrorism: 
mapping the Latin American links 
by Valerie Rush 

EIR has launched an in -depth i nvestigation  of severa l 
Lat in A merican countries where the drug/terro rism net
works now under attack in  I t aly reta in great pol i t ica l  
power .  We present below the fi rst of a two-part series on 
the pre l im inary find ings of th i s  i nvestigat ion-find ings 
which poi nt in disp utably in  the d i rect ion of the same 
i n ternat ional  Propaganda 2 M ason ic  Lodge iden t ified in 
Ita ly as the power center of  the drugs and terror ism 
networks .  

The M exican left ,  as  we show,  h as importan t terrorist 
l inks  to the I ta l ian  Red B rigades. But among al l  the 
countries of  Lat in  America, Colombia stands out fo r its 
role as the world 's  prem ier producer of i l legal drugs-a 
fact which affects both i ts own populat ion ,  through the 
drug mafia's growing dom inat ion of  al l po l i t ica l  and 
economic li fe there, and that of the Un ited States, which 
is the pr imary market fo r Colombia ' s  i l legal exports of 
mar ij uana,  coca ine,  and q uaal udes. 
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Not  accidenta l ly ,  Co lombia  i s  a l so the country with 
Lat in Ameri ca ' s  most active and  best- known terrorist 
group,  the M - 1 9 . 

The A m er ican pub l i c  has recent ly been made aware 
of some of the impl icat ions  of  th i s  "Colombian Connec
t ion . "  There has been a sudden flood of newspaper 
stories on  b loody gang warfare among petty Colombian 
d rug mafios i  l i v ing i n  the U ni ted States. And  some 
atten t ion is being paid to the degradat ion of the state of 
Flor ida ,  today one of the i n ternat ional  d rug carte l ' s  
en trepots for Colombi an con traband .  

But  these reports bypass t he  scope o f  t he  process 
under way .  

Colombia  i s  a nat ion i n  the gr ip o f  a d rug-traffick ing 
"b lack o l igarchy" which deploys terrorism-of both the 
left and r ight var iet ies-as a means of  main tai n ing its 
contro l .  Organ ized cr ime no  longer th reatens to destabi l
ize the government i n  Colom bia-in many parts of the 
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country, it is the goverrment .  Cit izens who used to warn 
that the drug mafias were "buyi ng" up pol i t icians  to 
represen t their in terests, now report that the mafiosi are 
themselves runn ing for office. 

The terrori st M- 1 9 ,  which, for a lmost a decade, has 
p lagued Colom bia  with assassi nat ions ,  k idnappings,  hi
jackings, and vio lence, turns out  to be run from the top 
by the drug mafia-as we demonstrate be low.  Yet the M -
1 9  i s  today being wooed b y  most of  the candidates i n  the 
upcoming presidential e lect ions ,  who descr ibe the terror
i sts as nothi ng worse than "disaffected in te l lectua ls  with 
high idea l s ."  A l though the M - 1 9  has pledged to use 
terror to prevent the May pres ident ia l  elect ions  from 
taking place, the  candidates a re fa l l ing over each other 
to offer a more attractive "pol i t ical  amnesty" to the 
terrorists .  

Officia l  Colom bian tolerat ion of  terrorism has gone 
so far that when a Red Brigade fugi t ive ,  Leandro Baroz
zi , who was h id ing out i n  Colombia ,  was recent ly discov
ered by I ta l ian authorit ies and h is  extradi t ion requested, 
the Colombian courts-on orders fro m the J ustice M in 
istry-refused to  arrest h im because "he  ha s  commi tted 
no crime in Colombia ."  Colombian author i t ies are now 
"studying the matter"-while Barozz i ,  accused of  par t ic
ipating in the 1 978  murder of former I ta l ian Prime  
M inister A ldo M oro, freely wa lk s  the streets o f  Colom
bia . 

Right-wi ng terror ism is a lso being vi ewed with 
equan imi ty in  mafia-ridden Colombia .  A t  the end of  
1 98 1 ,  a right-wing death squad cal led " Death to  K idnap
pers" ( M AS, for its Spanish acronym) ,  was formed by 
Colombia's most prominent  drug runners, who issued a 
mass leaflet to announce their existence as "the act ion 
arm of  the Mafia." Their emergence h as not on ly been 
met with a resounding s i lence on the part of the Colom
bian authorit ies ;  it is be ing acc la imed in  certa in  ci rcles as  
a necessary, " i f  extreme," precedent .  Accord ing to one 
Colombia j udic ia l  authority in terv iewed by EIR, "the 
M AS has proven t hat ter ro rism can be dealt with," and 
has establ ished the need for certai n "new lega l  prece
dents. " 

M afia control of l i fe in Colombia has become so 
brazen that ironic press commentaries l i ke  the fo l lowing 
have begun to appear i n  the n at iona l  da i l ies .  Writes 
sati rist Antonio Cabal lero in  the daily El Tiempo of Feb .  
1 0: 

"The Mafia is on the side of the inst i tut ions .  And  it i s  
apparen tly for th i s  reason that  the  Security Statute [a  
presidentia l  decree estab l ish ing mi l i tary control  over the  
judicial  process-ed . ]  has oot i nterfered i n  any way with 
drug traffick i ng nor defended the judges who h ave been 
persecuted by the mafia .  In a co untry w here on ly subver
sion is  a crime, the M afia has become a bu lwark of these 
i nsti tut ions ,  as respectable  as the Conservative Party's 
National  Di rectorate or  the Counci l  of State . "  
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Documentation 

The Colombian M-19 
and the drug traffic 

by Valerie Rush 

I n  Colombia ,  two i nterconnected sets of deve lopments 
that have come to l ight since December 1 98 1  afford a 
useful entry po int  for launching an I ta l ian-style i nvesti
gation in to the networks which have converted Colombia 
in to the centerpiece of  the Lat in A merican drug trade 
and i nto a dangero us source of i nstab i l ity for the entire 
region .  

• On Dec . 9 ,  1 98 1  t h e  M exican a uthori ties arrested 
one Jaime Guillot Lara, a prominent Colombian drug 
trafficker operat i ng out of  M iami  and, according to 
high- level Mexican sources, a lead ing member of the 
Co lumb ian terrorist organ ization the M-19. U n der  i n ter
rogat ion ,  G ui l lo t  reportedly  confessed being one of the 
M - 1 9 ' s  pr incipal  arms suppl iers and provided detai l s  on 
several arms sh ipments  he had m ade to the terrorists in 
the past few m onths .  According to var ious publ ic 
charges, inc l uding those of  the U .S .  State Department,  
Gu i l lot  had worked out a high- level deal with Cuban 

government offic ia ls  through which h i s  drug ships were 
a l l owed refuel i ng and repair privi leges by the Cubans .  

One shipment o f  arms del ivered by G ui l lo t  to the 
Co lombian coasta l  c i ty  o f  Barranq u i l l a  was col lec ted on 
Oct .  24 , 1 98 1  when an  M - 1 9  commando squad h ijacked 
a Colombian a ir l i ner to  carry the weapons to the M - 1 9' s  
j ungle hideout i n  the  provi nce of  Caqueta .  Another arms 
shipment to the M - 1 9  was lost Nov. 1 6 , 1 98 1  when a ship ,  
the Karina, which had j ust rendezvoused in Colombian 
waters wi th one o f  G ui l lot 's  ships ,  was sunk by the 
Colombian N avy, p resumably  wi th the weapons aboard .  

• During the month of Decem ber 1 98 1 ,  the M A S, a 
r ight-wi ng death squad suspected of m i l i tary o r  parami
l i tary orig ins, began to operate in the drug-finance city 
of Medel l i n .  Ca l l i ng  itsel f " Death to Kidnappers" ( M A S  
i s  t h e  acronym i n  Spanish) ,  t he death squad proc laimed 
i tse lf to be the "act ion arm of  the M afia" dedicated to  
capturing and/or  execut ing k idnappers who were prey
ing especia l ly  on the local drug mafios i  and their  fami l ies 
for the l ucrative ranso ms they brought . A mong the 30 to 
40 vict ims the M A S  has c la imed s ince then , m any have 
been labor leaders and c iv ic activists from the area .  I n  
additi on ,  however, t h e  M A S  has reportedly k idnapped 
or fi ngered to  the author i t ies as many as 1 00 members of 
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the M - 1 9 . The M A S  has recent ly begun  to spread its 
activit ies to the ci ties of Bogota , Ca l i ,  and elsewhere. 

According to the Jan . 1 4 , 1 982 issue o f  the Colom bian 
dai ly EI Siglo, the M A S  targeti ng of  the M - 1 9  represents 
a sort o f  "fa l l i ng out among thieves . "  EI Siglo explained 
that the M - 1 9  and drug mafias had long ma in ta ined a 
profitable trade o f  arms for drugs, a bus iness relat ionship 
upset by the M - 1 9' s  deci s ion to beg in k idnapping ma
fios i .  EI Siglo suggested that the ease with which the 
MAS has identified M - 1 gers is due to  the long-standing 
i nt imacy the terrorists and the drug-traffickers have 
shared . The M- 1 9  confi rmed this i n  a pub l ic com mun ique 
in which it clai med to know the names of  the mafiosi  
behind the MAS ,  b ut would not reveal those names for 
fear of endangering at least 1 5  of thei r own members 
bel ieved to be held by the M A S .  

The controllers 
In order to fu l ly understand the M - 1 9  terrori sts

their or igins ,  thei r support networks ,  their financia l  
contro l l ers-it is  necessary that such an i nvestigat ion 
proceed from the standpo in t  la id out by Ital ian j udge 
Ferdinando Imposimato i n  descr ib ing his methodo logy 
in go ing after the Red Brigades . I mposimato i n formed 
the press Jan . 1 7 , 1 982 that both " Red and B lack 
terrorism"-i .e . ,  of the left and right-were control led 
by the same international  forces , and th at these inc l uded 
th ree principal e lements :  

I )  Radica l Arab networks l i n ked in part icu lar  to 
Libya's terro rist d ictator ,  Muammar Qaddafi .  Qaddafi 
in turn is an important element in the Propaganda-2 ( P-
2) Freemasonic  lodge . 

2) Elements of the Soviet K G B  in terested in destabi l 
iz ing the West; 

3) The I srael i i nte l l igence service, the Mossad. 

Propaganda-2 
The M - 1 9's  l i n ks to the P-2 lodge date back to the 

orig ins of  the terrorist g roup in 1 970, when the M - 1 9  
was ident ified with the pol i t ica l  ideo logy o f  former 
Argent ine dictator J uan Peron, a we l l -documented ac
compl ice of the P-2 cr ime networks .  The A pri l  1 9th 
Movement, or M- 1 9 , was fo rmed i n  the immediate 
aftermath of the Apri l  1 9, 1 970 pres ident ia l  e lections  i n  
Colombia which defrauded the fo l lowers o f  the A N A PO 

Party, headed by former dictator Gen . G ustavo Rojas 
Pin i l i a .  Rojas Pin i l la was a notor ious ly  co rrupt i nd iv id
ual who open ly mode led h is  1 955 -57  m i l i tary govern
ment on that of Argent ina 's  Peron .  The M - 1 9  formed 
itse l f  largely of ex-mi l i tary men who had made up the 
leadersh ip  ran ks of Rojas Pin i l i a ' s  A N A PO party . One 
o f the origi nal  M - 1 9  fo unders, Carlos Toledo Plata, was 
acti ve in the right wing o f  the Peron ist movement in 
Argenti na  during the I 950s, where he studied as a 
medical studen t. He later returned to Colombia  and 
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jo ined the A N A PO under Rojas Pin i l l a .  Recent inter
v iews with Toledo Pl ata revea l that the terro ri st leader 
c la ims to have undergone a "conversion"  from right to 
radical left d uring the period of his po l i t ical activ i sm.  
To leda P lata is cu rren tly i n  a Colombian jai l ,  accused 
of  having mastermin ded both the M - 1 9  assass ination of 
Co lombian labor leader J ose Raquel M ercado i n  1 976, 
and the Jan uary 1 979 theft of  some 4,000 arms from a 
mi l i ta ry depot in northern Bogota. 

The M - 1 9 ' s  l i n k s  to Panama and the Torrijos fami ly 
also suggest a P-2 con nect ion worth investigat ing,  given 
the Torrijo s  fam i ly 's  suspected in volvement in drugs 
and arms t raffick ing ,  as wel l  as its long-standing c lose 
rel at ionsh ip to J uan Pero n .  Panama has long represent
ed a safehouse for the M - 1 9 , especia l ly for i ts present 
leader, J aime Bateman, who is bel i eved to operate out 
of  that country . I n  additi on ,  Panama has frequently 
served as a " launch ing pad" for the M - 1 9 's  activities, 
notab ly  i nc lud ing the attem pted " invas ion" of  Colom
bia on its southwest coast in M arch 1 98 1 .  

Socialist International 
The M - 1 9 ' s  cl ose ties to the Socialist I nternational , 

whose represen tat ive in I ta ly ,  Bett ino Craxi ' s  Italian 

Socialist Party, is imp l i cated in the fascist P-2 conspira
cy , also bear in vestigati ng .  

• On Feb . 26 ,  1 980, an  M - 1 9  com mando group 
seized the embassy of  the Domin ican Republ ic  i n  Bo
gota and demanded the rel ease of a number of their 
ja i led com rades . A sked by the press at the time to 
describe h is  group's po l i tical  orientat ion ,  the comman
do leader respon ded, " Socia l  Democratic . "  His  model 
o f  the kind of  society he wanted for Co lombia ,  he 
stated,  was "A ustr ia 's popular  democracy"-the Social  
Democrat ic government of  Chancellor Bruno Kreisky. 

Kreisky,  in  fact, person al ly participated in  the me
diat ion efforts ,  and eventua l ly  sent the M - 1 9  a telegram 
than k ing them fo r releas ing  the Austri an am bassador 
who had been taken hostage. The A ustr ian government, 
according to the Co lombian  press at the t ime, had 
repo rted ly paid a ran som of  one m i l l ion do l l ars to the 
terro rists to obta in their am bassador's  release, a move 
which reported ly i n furiated the Colombian govern ment . 
The Au str ian govern ment was a lso one o f  th ree govern
ments to offer the M - 1 9  asy lum at the conclus ion of  the 
embassy affa i r .  

Whi le di rect l i nks  between the M - 1 9  and the Red 
Brigades have sti l l  to  be confirmed, it is  sign i ficant that 
the I ta l ian government requested the extradit ion from 
Co lombia  of one Leandro Barozzi in February ,  a Red 
Brigader wanted i n  connection with the A ldo M oro 
m urder . The Co lombian govern ment ba lked at the 
ext radit ion request, wh i le Barozzi hi msel f i s  c la im ing 
that the charges aga in st him a re for "pol i tica l ,"  activi
t ies, and he therefore can not be extradited . 
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The KGB and the Mossad 
�espite fierce denials of i nvo lvement in ,  or re lations  

wi th ,  d rug trafficking on the  part  o f  the  Cuban govern
ment ,  there i s  conclusive evidence that  at least a fact ion 
with in  that government ,  a fact ion l in ked to Vice-Presi

dent Carlos Rafael Rodriguez and to tai nted elements of 
the Soviet KGB, have a long-standing col laborat ion 
with the Meyer Lansky- led drug-mafia dati ng back to 
the Batista days o f  the 1 950s and earl ier .  

Rel iable Mexican sources have confi rmed that drug 
t rafficker G ui l lot did in fact meet with h igh Cuban 
officials and worked out an understanding ,  a long the 
l ines indicated above. Further, the Cuban government 
has t ime and agai n welcomed the M - 1 gers to Cuba wi th 
open arms fol lowing thei r terrorist operating-for ex
ample, after the Domi nican embassy seizure referred to 
above and the more recen t M - 1 9  h ijacking of a Colom
bian Aerotal plane in Bogota en ding i n  Cuba .  

• M ossad l in ks to the M - 1 9  m ust be sought  i n  
connect ion with the  A merican corporat ion United 

Brands, the banana mu lt inat ional  whose Honorary 
Chairman of  the Board , Max Fisher, is known to 
mainta in a c lose working relationsh ip with the I s raeli 
inte l l igence agency . U n i ted Bran ds has had extensi ve 
operations in Colombia-under var ious names-for 
nearly 80 years , and currently has plan tations  i n  a reas 
of the country which are notorious centers of drug 
culti vation and traffick ing .  I n dicative of  the k i nd of  
products Un i ted Brands cult ivates is the  fact tha t  M- 1 9  
chief Ja ime Bateman was ra ised on a U ni ted Bran ds 
plantat ion where his father was a U B forem an .  

Financial and support networks 
As with the Red Brigades in  I taly ,  the M - 1 9  has had 

a host of well-connected " in te l lectuals" and apologists 
to serve as  i ts funders, its propaganda outlets, and its 
contact points with the coun try 's  "respectab le" o l igar
chy .  Severa l avenues of fruitfu l  i nvestigat ion are imme
diately apparen t: 

• A lternativa. the now-defunct magaz ine run by 
novelist Gabriel Garcia Marquez, whose network has 
been transferred i ntact to the leftist pol i t ical  um brel la 
group ,  Firmes. A lternativa readi ly publ i shed the M - 1 9 ' s  
communiques throughout the 1 970s, eVen going so fa r 
as to publ ish the results o f  a so-cal led plebi scite con
ducted by the M- 1 9  on whether the k idnapped labor 
leader M ercado should be m urdered or  not .  

• Gabrie l  Garda M arquez grew up i n  a U ni ted 
Brands company town in  northern Colombia .  H e  
sought pol it ical exi le stat us last year when h e  c la imed 
that the Colombian mi l itary was seek ing h im for ques
t ioning regarding h is  l i nks  to the M - 1 9 . Garda M ar
quez i s  a member of the Bertrand Russell Human Rights 
Tribunal, which has frequently run cover for terro rist 
act ivi ties in Lati n America and elsewhere. I n  M exico , 
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where he has l ived for the past 1 5  years ,  Garda M arquez 
was reported ly i n st rumental in sett ing up a Colombian 

Studies Center, which sources have reported to function 
as a safehouse for M - 1 9  fugit ives . M arquez's c lose 
relat ions to both the Cuban and Panamanian govern
ments are we l l  documented .  

• The  M ichelsen fami ly  i n  Colombia controls the 
Grancolombiano fi nancia l  group,  the single largest fi
nancia l  ent ity in the country, whose profits soared 
proportional ly  to the Colombian d rug trade's massive 
growth s ince 1 97 5 .  The private lobbying group of 
G rancolombiano i s  the N ational Institute o f  Financial 

Institutions (AN I F) ,  a th in k tan k whose pr imary efforts 
over the past several years have been devoted to pressi ng 
for lega lized drug traffick ing .  The former di rector of 
the A N I F , Ernesto Samper Pizano, i s  currently the 
campaign manager of presidential  cand idate Alfonso 

Lopez M ichelsen, who has publ ic ly urged amnesty ne
gotiations  with the M- 1 9  terrorists in order to br ing 
them into "an act ive role in  Colombian pol i t ics . "  Lopez 
M ichelsen ' s  candidacy has been endorsed by Gabriel 
Garda Marquez. 

• Alvaro Gomez Hurtado, a leading right-wing Con
servati ve Party senator l inked to "b lack o l igarch" cir
cles in Europe associated with the P-2 lodge. Gomez 
H urtado runs the newspaper El Siglo whose extensive 
coverage of the M - 1 9 over the years has reflected an 
in t imacy with the group's  operat ions .  El Siglo emp loyed 
one Camelo Franco, a mem ber  of  an M - 1 9  front  group 
cal led the Workers Self-Defense Movement who was 
arrested for the murder of  former Colombian I n terior  
M i n i ster Rafael Pardo Buelvas i n  September 1 978 .  Gom
ez H u rtado's brother- in - law and the former ed itor of El 

Siglo who hi red Camelo Franco, Hugo Escobar Sierra, 

has been named by wel l- i n formed Colombian sources 
as su spected of involvement with the M - 1 9 . 

• Carlos Ardila Lulie, a "self-made" mi l l ionaire 
based in the "drug capita l"  city of  M edel l in and pol i t i 
cal ly associated with the M ichelsen fam i ly .  Ardi la Lu l i e  
offered h i s  personal execut ive p lane to the  M- 1 9  terror
ists who h ijacked the Aerotal p lane in Jan uary ,  enabl ing 
them to fly to Cuba .  Lul ie ' s  gangster methods of  doing 
busi ness have fostered the widespread suspic ion that h is  
fo rt une was made from the i l l ic it  drug trade. 

• Carlos L1eras Restrepo, a former president of 
Colom bia  and a leading mem ber of the cou ntry ' s  coffee 
o l igarchy, i s  a lso a d i rector of the Banco Frances e 

Italiano, one o f  the subs id iary banks  o f  the P-2 l i nked 
bank Sudameris. L1eras Restrepo conceived and presides 
over a special government-backed "amnesty commis
s ion , "  estab l i shed for the expl ic it  purpose of  giv ing the 
M- 1 9  terrori sts legi t imate cover and negot iati ng them 
i nto the pol i t ica l  mai nstream of  Colombia .  The am nesty 
proposal is v igorously backed by L 1eras Restrepo's 
protege, presi dent ia l  candidate Luis  Carlos Galan. 
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Documentation 

Otro Por QUe and 
Mex ican terrorism 

by Dolia E. Pettingell 

In the aftermath o f the Ital ian government's recent blow 
against the Red Brigades terrori sts, evidence has come to 
light l inking the Ital ian Red Brigades with M exican and 
Chicano terrorists i n  San A ntonio,  Texas.  This evidence, 
in turn , leads to a network of  terrorist sympathizers 
associated with former U . S .  Attorney General Ramsey 
Clark inside the Justice Department in Washington, 
D.C. The following is  a summary of these findings to 
date. 

• The Spanish-language underground terrorist mag
azine, Ofro Por Que, published and printed in Sim Anto
nio ,  Texas, is di stributed i n  I taly by the Feitrinell i  pub
l ishing house. Giangiacomo Feltrinell i ,  an I tal ian noble, 
supported the formation of  the prototype of " left" ter
rorist organizations and their support networks,  the 
A lpha group, in the late 1 960s. Members of this group 
moved to Sici ly to "study M afia  methods ," and there 
members met with Michele Papa, the Socialist Party 
member who. was B illy Carter's  Libyan connect ion .  Fel
trinelli was himself k i l led by a bomb in  1 969 ; his widow 
maintains the publishing house and the terrorist connec
tions .  

Otro Por Que i s  written by a group that  ca l l s  itself by  
the same name, which was  introduced to the  Feitrinell i  
operation and the I tal ian left sect Lotta Continua by an 
Argentine by the name of Elias CondaI. Condal is  a 
member o f  the Argentine Partido Revolucionario de los 
Trabajadores (PRT) a polit ical party which gave birth to 
the terrorist Ejercito Revolucionario del Pueblo ( ERP) in 
1 970, for which i t  continues to be a support operation .  
Feltrinell i  also publ ishes Condal 's  poli tical writings. Lot
ta Continua assists the Otro Por Que ( OPQ) distribution 
network in I taly to publ ish posters and leaflets against 
"repression" in Mexico. Otro Por Que is also distrib uted 
in Europe by support strata for the Colombian terrorist 
M-19 group.  OPQ's corresponden t in Sweden is Harriet 
Jansson, married to J avier Bustamante, a Colombian 
whose brother is an M- 1 9  leader. I n  France, OPQ is  
distributed by Violane Coulondre, whose M- 1 9  h usband 
i s  currently in ja i l  in  Colombia on charges of  terrorism . 

• The OPQ gro up's  activities in I ta ly are carried out 
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i n  conj unction with the publ ishers of  the Spanish-lan
guage Debate magazine,  publ ished i n  Rome and printed 
in Spai n .  OPQ editorial board member I saias Rojas 
recently told an i nterviewer that O PQ works closely with 
the Debate group,  and that they had been put in  touch 
via the Feltrinell i  editorial house.  The editorial board of  
Debate includes Red Brigades- l inked I tal ians and former 
Latin American terrorists now exi led i n  Europe. Debate's 

editor, Jose Luis Rhi Sausi, i s  a former member of the 
Mexican  Liga 23 de Septiembre who fled to Turin d uring 
the 1 976  polit ical amnesty. The Mexican "correspond
ent" for Debate i s  Rosa Albina Garavito, also a "former" 
L iga 23  member. Debate's editorial line is  that I taly and 
M exico share strong "polit ical" and "social" condit ions 
and that, therefore, the struggle against the "system" 
should be carried out th rough s imi lar (terrorist) tactics 
in  each country. 

• Sin Censura i s  a recently issued m agazine aimed at 
cultivating support for terrorism among intellectuals and 
other "cit izens above suspici on . "  (Osvaldo Soriano ap
pears on the masthead of this magazine and Debate.) The 
editors of Sin Censura. which include famous Latin 
American writers such as the Colombian Gabriel Garcia 

Marquez (an open supporter of the M- 1 9  and also an 
editor o f  Debate) and the A rgentine Julio Cortlizar, have 
put together a group of h igh- level Socialist I n ternation
al- l inked human rights defenders, in  an attempt to give 
their publication credibi lity: Lord Averbury, British 
member of  Amnesty I nternational ;  Ernesto Cardenal ,  a 
Trappist monk and Nicaragua's M in is ter of Culture; 
Regis Debray, the " former" guerril la friend of Che Gue
vara who is now an adviser to French Socialist President 
Francois Mitterrand; Carlos Andres Perez, the former 
Venezuelan President and member of the Socialist In ter
n at ional ;  Fran�ois Rigaux, Belgian President of the Lelio 
Basso Fo undation ;  and the French admiral Antoine San

guinetti. The l ist of Sin Censura's  col laborators includes 
many  Jesuits and Jesuitical writers , such as Pablo Latapi 

and M arcos Kaplan. 

• OPQ is  the result of  a 20-year al l iance between 
some of the most dangerous terrorist elements on both 
sides of the U .s . -Mexican border. The editori al board of 
the OPQ group i ncludes M ario Cantu, Fausto Trejo , 
I saias Rojas find " Rafael Tinoco," the pseudonym used 
by J uan Ortega Arenas .  

M ario Cantu i s  the San A ntonio-based Chicano lead
er who back in the 1 9 70s was sending arms to M exican 
guerri l las in exchange for drugs . . In the late 1 960s , Cantu 
served five years and nine months  in U .S .  federal prison 
after being convicted on heroin charges. Since then, 
Cantu has travelled on and off to Europe and M exico 
( M onterrey) as a fugitive from U .S .  law enforcement 
forces .  He is currently l iv ing i n  San Antonio ,  Texas . 

Cantu's  "southern connection" in the 1 970s was the 
late F10rencio ( "Guero")  M edrano, the leader of the 
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armed guerri l l a  group Partido Proletario de Mexico 

(PPM) .  "Gliero" had his base of operations in Cuerna
vaca, Morelos, where he was i n  touch with both the 
C I DOC brainwashing center directed by Ivan IIIich, and 
with Sergio Mendez Arceo, the radical bishop of  Cuer
"navaca . Medrano was k i l l ed in 1 979 by M exican troops .  
S ince 1 979 , Cantu has i ncreased h is  t ies with other ",:el l 
known M exican  terrorists, a l l  of  whom have served t Ime 
i n  Mexican jai l s  on  charges related to terrori st acts and 
drugs .  

Juan Ortega Arenas, who writes under the name 
Rafael Tinoco, has recent ly been react ivated in  M exico to 
try to lead a mass-based "dissident" labor �ove�ent 
against the M exican government .  In a recent mtervlew, 
Ortega Arenas spelled o ut his  desire to see Mexico turned 
into another I ran .  " I ran had one of the most modern 
armies and on ly 2 m i l lion  people i n  Teheran .  Nonethe
less the masses overthrew the monarchy . Think about 
Me� i co :  here we have a smal l  army of 80,000 whi le 
Mexico City has 12 mi l l ion people .  I m agine what they 
could do ."  More important than Ortega Arenas' of  ten
noted Cuban l inks are: 

I )  his trai n ing in Jesuit primary and secondary 
schools and his close ties to the Jesuit creator of the Liga 
23 de Septiembre terrorist group,  Herman von Bertrand ; 
and 

2) ongoing close contacts with the I s raeli i n te l l igence 
branch , the Mossad. In 1 980, Ortega Arenas visited I srael 
invited by the H i stadrut labor federation .  On his  return , 
he ta l ked frequently about the "wonderfu l  I sraeli k ib
butz ,"  which he called a "true show of so l idarism . "  

• The San  A ntonio Cantu- led branch of t he  OPQ 

group has over the years developed a support network 
that inc ludes both lawyers and Church people .  The two 
most prominent names in this support network are Ruben 

Sandoval,  a "human rights" lawyer who works closely 
with Cantu,  and Patrick Flores, the Chicano " l iberation
ist" b i shop of  San A nton io . In  the 1 9 70s, B i shop Flores 
and his Mexican counterpart in C uernavaca, Mendez 
Arceo , joi ntly attended ral l ies in San Antonio in support 
of Cantu and other Chicano terrorist leaders .  

• R uben Sandoval ,  Mario Cantu ,  Corky Gonzalez 

(Denver) , Herman Vaca (San Diego) and Ricardo Rom

ero (Denver), received i n  the late 1 960s a $250,000 grant 
from the U .S .  J ustice Department to "help" them fight 
for human rights. Out o f  this ,  Sandoval created the San 
Antonio-based Centro Legal de Derechos Humanos (Le
gal Center fo r H uman Rights) .  Justice Department-Chi
cano relations are run through the Community Relations 

Service (CRS) division  of the Department, a mechanism 
created by former Attorney General Ramsey Clark to 
promote "socia l  leaders" among ethn ic  communi ties .  
The current director of the C RS is Gilbert Pompa, himself 
part of the San A ntonio Chicano nest both by disposit ion 
and by marriage into S�ndoval 's  fami ly .  
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A call for mass 
insurgency 

The overal l  m essage of Otro Por Que magazine i s  
glorificat ion of  bandits ,  guerri l las ,  and terrorists . 
"The causes which began the peasant wars of 1 9 1 0-
1 7  have not ceased," declared an article i n  a Sep
tember 1 98 1  issue. "The peasants are at the point  
of return ing to take up arms with the ir  ow n han ds .  
The  Revol ut ion ha s  no t  ended: i t  has barely be
gun ! "  

Regularly repri nt ing bu l letins  from the I ranian 
Embassy i n  Mexico City ,  Otro Por Que holds up 
the " I slamic revol ution"  there as a m odel which 
" has ach ieved a ' lowering of  consumerism, and an 
increase in the qual i ty of  d is tr ibut ion of wealth,  
which m ust be l imited to sati sfying the basic necess
ities of  ind iv iduals  and society . '  " 

The editorial i n  the September issue cal ls  upon 
i ts readers to prepare fo r a general  stri ke: " I n  the 
face of the general  fai lure of  capita l ism at the 
nat ional  and i nternat ional  level . "  An  in terview 
with three ja i led members of the terrorist 23rd of 
September League in the same issue demands,  
" Raise high the banner of the revolut ionary c iv i l  
war ," and upholds "the c landestine struggle ."  
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West Germany 

Scandal aimed at 
Schmidt 's labor base 

by Susan Welsh 

The Chairman and two other board m em bers of West 
Germany's trade un ion-owned construction firm Neue 
Heimat were d ismissed Feb. 1 3 , the result of  a Br i lab
style scandal launched by Der Spiegel m agazine .  The 
other board mem bers of the fi rm-Europe's largest con
struct ion company-have been suspended pend ing the 
resu lts of an investigation into a l leged u nethical fina·nc ia l  
manipulations .  

A lbert V ietor ,  who has headed Neue He imat s ince 
1 963 ,  is accused o f  us ing h i s  posit ion to prom ote p ri vate 
business i nterests . Der Spiegel al leges that Vietor and 
other highly placed offic ials i nvested i n  property devel
opment and rea l-estate specu lat ion in  West Ber l i n ,  where 
such investments can be claimed as tax a l lowances. The 
magazine states that trade-un ion  federat ion chief He inz
Oskar Vetter,  h is  designated successor A lo i s  Pfei ffer, IG  
Metal l un ion head Eugen Loderer, a n d  Bon n  Defense 
M i n ister H ans Ape! were a lso invo lved . 

Organ ized- labor sources i n  West Germany to ld EIR 

that the scandal  is a imed against the trade un ions  i n  
general , Chance l lor  He lm ut Schmidt's pr incipal  base o f  
support .  The intent i s  t o  pu t  the tradit ional ist ,  trade
union-based wing of the Social Democratic Party on the 
defensive and to box in Pfei ffer, the designated new chief 
of the German Trade U n ion Federat ion (DGB) ,  these 
so urces believe. 

Current DG B chairman Vetter h inted at such a plot 
when he said Feb. 15  that "other thi ngs" appear to be 
i nvo lved here .  Vetter a l so responded to recent  statements 
denouncing the trade un ions  as "too powerfu l" by Geun
ter Verheugen,  genera l m an ager of the Free Dem ocratic 
Party (FDP) and a friend of Der Spiegel editor Rudolf  
Augste in � The two assaults on  o rgan ized labor  seem 
"strangely t imed ,"  said Vetter, in what a spokesman for 
the DG B told EIR was a "warning shot" to s ignal that 
the un ions in tend to fight back . 

Der Spiegel i s  one of the most unscrupu lous muck
raki ng pub l icat ions in  the world ;  among other th ings ,  i t  
p layed a crucial ro le in  topp l ing the  conservative govern
ment of Chancel lor  Konrad A denauer i n  the early 1 960s .  
The magazine i s  part icular ly host i le to H elm ut Sch midt .  

Der Spiegel base� part o f  its two-part expose on 
material received from the  McK i nsey consu lt ing firm ,  
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based i n  New York City and London , which conducted 
a fin anc ia l  reorgan ization of Neue Heimat  last year . 

Effect on Bonn coalition? 
The "Neue H ei mat" scandal h i t s  at a t ime of 

extraord inary po l it ical sens i t ivity i n  West Germany, 
when Cha ncel lor Schm idt  i s  being threatened with 
assass inat ion by terrorists ,  and a powerfu l  fact ion i n  
Washi ngton has vowed to topple h i m  b y  any means .  
H i s  party faces crucial state elect ions  upcoming i n  
H esse, Lower Saxony and H am burg ,  as we l l  as a 
nat ional  congress i n  Apr i l  at which the left wing i s  
promis ing to m ake  a major  show of force against 
Schmidt .  

A fter a b itter fight  with i n the ru l i ng coal i t ion ,  the 
govern ment announced a program to cope with unem
ployment Feb . 3 .  The un ion federation  chiefs agreed to 
support Schm idt 's  program,  even th ough some of  them 
thought i t  d id  not go far enough i n  creat ing jobs .  

The program provides that  i ndustries which increase 
their i nvestments over the level of  the last three years 
can get an i nvestment grant of \0 percent from the 
govern ment-a provis ion of  4 b i l l ion deutschem arks 
from federal funds .  Federal funds wil l  also subsid ize 
low- in terest cred its for en vi ronmen tal  i nvestments that 
w i l l  make poss ible an expansion of  i ndust ria l  produc
t ion . The program wi l l be fina nced by an I I  percent 
increase i n  Value Added Tax by J uly 1 98 3 ,  providing 
DM 5 bi l l ion i n  addit ional  reven ue in 1 983  and DM 8 
b i l l ion  in 1 984 . Other savings w i l l  be made through 
austeri ty measures. 

The p rogram,  as far as it goes, p rovides a basis for 
stim u lat ing investment and thereby emp loyment,  al
though as Schmidt  has repeatedly stressed,  Germany's 
economic  p roblem cannot be so lved domestical ly , but 
req u i re in part icular a sh ift i n  U .S .  i n terest-rate pol icies .  

While the Bonn coal i t ion weathered the fight over 
the employment program ,  F D P  Chairman and Foreign 
M in i ster Hans Diet rich Genscher has indicated that he 
wil l tolerate no further concess ions  to the un ions .  
Schmidt rel ies on the FDP for h is parl iamentary major
ity,  and U . S .  anti -Schmidt fo rces are looking to Gensch
er to "take a walk "-break with Schmidt and ally with 
the Chri st ian U nion  parties i nstead , toppl ing the 
Schmidt  government .  Genscher has i nd icated, accord
ing to the current issue of  Der Spiegel. that if any of  the 
government  employment program's  provis ions are al
tered , the FDP would sp l i t .  

But  Genscher i s  constra ined ,  according to a high
l evel conservat ive trade-un ion source, by the fact that 
the FDP itse l f  i s  d iv ided, and cannot r isk a p ubl ic  image 
as ant i - labor .  The F D P  faces four  state elections  this 
year ,  and i f  i ts vote goes below 5 percen t i t  wi l l  be 
excluded from state par l iaments ,  weaken ing its nat ional  
barga in ing power substant ia l ly .  
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NATO Alliance 

Apel: 'Don't play 
into Moscow's hands' 

by George Gregory , Bonn Bureau Chief 

"This Wehrkunde meeting is tak ing p lace amid increas
ing tens ions in the Western a l l iance," sa id West German 
Defense M in ister H an s  Apel i n  h i s  opening address to 
the annua l  meeting of  the private mi l i ta ry association 
Wehrkunde i n  M un ich the weekend of  Feb . 1 3 . "Are we 
rea l ly agreed on  future orientatio ns of our  pol icy toward 
Eastern Europe and the Soviet U n ion?" 

Do we have common,  shared an swers on  how to meet 
the tremendous economic and soci al chal lenges of our  
own nat ions , as  we l l  as worldwide?" 

Apel's poin ted remarks undoubtedly surpr ised a 
number o f  persons i n  the American delegation .  H is 
evaluation of  strategic real it ies i s  clearly even harsher 
than that of  U .S .  Secretary of  Defense Caspar Weinber
ger , who arrived in a " Bonn-bashing" mood.  Sen�tor 
Tower's  parrot- l ike  claim that the West German govern
ment i s  sufferi ng from " nostalgia for detente," and 
Senator Glenn ' s  glowering  that the U . S .  Senate might 
wel l  vote to withdraw American  forces from Europe if 
"Europe," which always means West Germany ,  doesn ' t  
do "more" for i t s  own defense, was far from the mark i f  
they expected to impress Ape! . 

The West German Defense M in ister was perfectly 
wi l l ing to engage in a l ittle q ui d  p ro quo .  Europe do 
"more"? Fi ne, sai d Ape ! .  But then why don't the Ameri
cans realize that thei r high interest rates have serious ly 
depleted Europe' s economic resources? You would l ike 
us to real locate resources to "conven tiona l  armament" 
bui ldup? You would l ike us to do so , as M r. Weinberger 
stipulated and N ATO General Rogers has stipu lated, at 
a 4 percent annual rate of defense i ncrease , i nstead of the 
current gu idel i n�  of  3 percent? Very wel l ,  said Ape! . 
"Then ,  let us a l so discuss the issue of  U . S .  un iversal 
mi l i tary trai n i ng" [the draft] . 

Apel might a lso have mentioned the 22,OOO-man 
reduction i n  Brit ish NATO forces s lated for 1 982 ,  as wel l  
as broad cuts in  Brit ish bomber and naval fleets. Bu t  
then , no one  real ly expects the  Br i tish,  whose i ndustry 
has h i t  a 1 5 -year low and is st i l l  s ink ing ,  to fie ld a serious  
mi l i ta ry force. 

Apel laid out a number of basic pr inc ip les of the 
power equation .  " Pol icy toward Eastern Europe can 
neither be aimed at support ing the power bloc of  the 
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Soviet U n ion ,  sett l ing for the status quo, nor can i t  be 
a imed at overthrowing that  power b loc, because the 
result  would be war .  . . . We want to carry out a po l icy 
which gets us further i n  Europe, which overcomes the 
status  q uo ,  which does not p lay i nto the hands .of the 
hawks in M oscow ."  

The poi nted finger cou ld  hardly be  missed . The q ues
tion asked of those who aimed to "overthrow the Soviet 
power bloc," those who want a showdown,  was j ust 
whom the showdown is supposed to be directed at: the 
Soviets or Bonn? The effect of confront ing Bonn i s  that 
the Soviets are goi ng to get the idea that the a l l i ance is 
wi l l ing "to a l low Western Europe to become a power 
vacuum," said Ape ! .  It was odd that Senator Tower, who 
was wise enough l ast year to acknowledge the damage 
done to Western m i l itary capabi l it ies by America's high 
interest rates, th i s  year closed h is eyes t ight on that issue .  

'If you make yourself a sheep ' 
H ans  Apel made the reply that un i lateral disarma

ment is obviously r id icu lous .  B ut j ust as obvious i s  that 
economic  debi l i tation  resu l t ing from Pau l  Vo 1cker's 
i n te rest rates i s  j ust as much un i l ateral d isarmament as 
ret ir ing a l l  armed forces and j unk ing stategic capabi li 
t ies .  Quoting a Russ ian proverb, Apel sa id :  " I f you 
make yourse l f  i nto  a sheep, you w i l l  a lways fi nd a wolf 
in your neighborhood ."  

Word is out tha t  the  Weinberger crowd thinks  the 
U nited States ought to steer toward autarchy-" For
t ress America . "  Given the state of  the U . S .  economy,  
and the world economy thanks  to U . S .  c redi t po l icy ,  as  
wel l  as U . S .  mi l i tary capabi l i ties, that is more than 
r id iculous in the eyes of the to ugher Europeans .  "Those 
who put the ties between N o rth  America and Western 
Europe in to quest ion not on ly endanger the Western 
A l liance ," said Bonn ' s  defense m in ister . "They thereby 
increase the danger of of war .  . . .  N at ional egotism by 
no means determines our  pol icy . . . .  Detente is part of 
a comprehensive Western strategy, not merely derived 
from German in terests. Without the European p i l lar  of 
detente po l icy ,  thi ngs would look m uch worse i n  other 
parts of the world than they a l ready do ."  

As for those "other parts of  the  world ," the  Third 
World,  stabi l i ty and Western i nterests there are "pr i 
mari ly a po lit ical issue i n  any case ,  not sole ly a m i l i tary 
i ssue ."  For Bonn ,  said Apd, "an  extens ion of N ATO 
territory i s  not up for discussion . "  Y et he went further: 
for the West as a whole, "the Third World i s  not a 

theater of our  foreign pol icy . "  
"There i s  no doubt  tha t  the  Soviet threat has i n

creased more rapid ly than the mi l i tary answer to i t  from 
the  Western s ide ,"  but  th i s  i s  not someth i ng Bon n has 
not realized .  "We are not wanderers between the 
worlds-our po licies rema in  constant,  rel iab le and cal
culable," he  concl uded . 
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Brazil 

Haig's courtship wins 
apparent success 

by Dennis Small , Latin America Editor 

A sense of satisfaction has been exuding from the u . s .  
State Department over the current direction  of  relat ions 
between Brazi l and the Un i ted States. After seven years 
of  i ncreasingly i ndependent foreign pol icy and domestic 
economic development plans ,  Brazi l i s  beginn ing  to re
turn to the fold and fol low American policy leads-as 
defined by the people now running U .S .  foreign pol icy,  
Alexander Haig and his  mentor Henry Kiss inger . 

This emerged most clearly in the wake of the mid
January tr ip to Cuba by one of  Brazi l ' s  leading industri
alists and head of the Brazi l ian Cham ber of Commerce, 
Ruy Barreto . Barreto led a five-man delegation which 
stayed i n  Cuba for five days, during which t ime it met 
with Fidel Castro for four hours, and discussed trade 
deals  between the two countries total i ng no  less than $ 1  
bil l ion per year. 

Since anti-communist Brazi l currently has no t ies
either d ip lomatic or commercial-with Cuba,  Barreto 's  
v is i t  received a good deal  of  press attent ion .  The Brazi l i 
an business leader encouraged this pUblicity by travel i ng  
to New York  fot a prominent speaking engagement 
immediately a fter his  H avana trip .  And amid predictable 
but unconvinci ng finger-waggi ng from Planaito, the 
Brazi l ian presidential palace, and from I tamaraty, the 
foreign ministry, as well as from the Reagan administra
t ion ,  the truth of the B arreto trip emerged: i t  had been 
pre-planned with U .S .  Vice-President George Bush . 

B ush's office has of course denied this report, b ut 
reliable Brazil ian source told EIR that the Barreto trip 
was quietly okayed by both the Brazi l i an government 
and M r. Bush .  Henry Kissjnger's home base, the Jesuit 
Georgetown University' s Center for Strategic and In ter
national Studies (CSIS ) ,  b rags that i t  masterminded the 
whole project. 

The unmen tioned part of this potent ia l  Brazi l ian
Cuban deal is thi s .  In exchange for urgently needed trade 
and other economic aid from Brazi l , Castro i s  being 
invited to al low Brazi l to  replace C uba's role i n  Africa, 
and fac i l itate the return of  Cuban soldiers to the i sland .  
Since Brazi l  has developed excel lent relations  with Black 
Africa-in particular with Angola ,  where i t  a lready has 
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extensive economic interests-Kissinger and Co. are 
hoping that Cuba might accept from Brazi l what they 
would n ever tolerate coming straight from the United 
States .  Brazi l ,  for i ts part, i s  w i l l i ng  to p lay the game on ly 
if it i s  not  openly identi fied as an American surrogate. 
There i s  no i ndicati

'
on  at this point  of  whether such an 

arrangement wou ld be acceptable to Castro . 
For K i ss inger and Ha ig ,  a Brazi l i an role i n  Africa

in itself n ot necessari ly either good or  bad-is only one 
aspect o f  a far-ranging "package dea l"  being negotiated 
between the U .S .  and Brazi l-a deal of a scope unseen 
si nce the days, a lmost a decade ago ,  when Secretary of  
State Kiss inger establ ished a "specia l  relationship" be
tween the two coun tries. 

What the State Department i s  offering Brazi l in 
exchange for the A frican deployment, and for otherwise 
"return i ng  to the fo ld ,"  is one s imple item : political and 
economic stabi l i ty during the crucial 1 982 congress ional 
elections  in that country .  Without th i s ,  the rul ing PSD 
party fears i t  w i l l  run the r isk o f  losing its grip on power. 
State's offe r entai l s  the fol lowing: 

I )  A s l ight eas ing up on  the economic pressure 
Volcker's stratospheric i nterest rates have inflicted in 
Brazi l .  On top o f  i ts publ ic ly admitted need for $ 1 8  
b i l l ion  i n  loans to cover th is  year's debt service, Brazi l 
a lso requ ires another $8 b i l l i on  to rol l  over short-term 
paper . W ithout some k ind  of debt relief, the m ilitary 
government wi l l  l ack both the financia l  resources and the 
overa l l  economic  condit ions necessary to win an election .  
I n  a word , the  U . S .  banks  have  Brazi l over a barre l .  

2)  The State Department has fina l ly agreed to allow 
Brazi l i an Pres iden t  Gen . J .  P .  Figueiredo to visit the 
U n ited States i n  M ay of 1 982 .  Figuei redo had long 
sought this  i nv itation ,  which is crucia l  to bolstering his 
domest ic image. 

The sh ift in U . S . -Brazi l relat ions has become visible 
only over the last few weeks ,  b ut the real turning point 
can be identi fied as occurring i n  August 1 98 1 .  It  was then 
that State Department and I s raeli pressure combined to 
force the ret irement of President Figueiredo's  principal 
pol icy advi ser and the eminence grise of the Brazilian 
regime, Gen . Go lbery de Couto e Si lva .  Golbery had 
resisted h i tch i ng Brazi l ' s  future to Kissinger's wagon, 
and defended an i ndependent pragmatic foreign pol icy . 
H is removal has meant the waning of  the power of his  
ent ire "Sorbonne" fact ion i n  the mi l i ta ry,  to the benefit 
of the opposi ng " M edic ista" faction ,  which is named 
after the hard-l ine  former President, Gen . Garrastazu 
Medici . Thus, Go lbery was replaced by one of M edici ' s 
fo rmer top advi sers , Gen . Leitao de Abreu .  And there 
are persistent rumors in Washington that Brazi l  will soon 
be naming a new U . S .  envoy to replace Ambassador 
Azeredo Da Si lveira, and that he too wi l l  come from the 
M edic i  camp .  The n ame of  former Foreign Min ister 
G ibson Barboza is among those frequently mentioned. 
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Report from Paris by Katherine Kanter and Sophie Tanapura 

The Francisci aftermath 

The Socialist government has cracked down on certain mafiosi, 
so their competitors can take over. 

On Jan .  1 5 , the body of Marcel 
Francisci was found in the garage 
of h i s  Paris residence. H e  had been 
murdered .  Sources inc lud ing U . S .  
and  French drug-en forcement an d 
customs viewed Francisci as the 
" Fren ch Connect ion" boss .  

He came to the attent ion of  
Americans when he sued Time 
magazi ne in 1 963 for l i nk ing h im to 
dope traffic .  Francisc i ,  head of  a 
Sici l i an  cla n ,  lost ,  and paid Time 
$30,000 in damages. 

But desp ite the evidence con
firming Time's ch arges, Francisci 
was never touched by the law-un
t i l  h i s  death . The law, i n  th is case 
French I nterior M in ister Gaston 
Defferre of  t he Socia l i st Party, 
came to everyone's m ind  when 
Francisci 's body was discovered . 

The murder occu rred amid  re
newed mob-warfare in  France an d 
elsewhere. I n  France, the mob  war
fa re began short ly after Fran�ois 
M itterrand's  Socia l i sts too k power. 

The assassi natio n sign i fies what 
may be a major  reorgan ization of 
French organ ized crime,  the fi rst 
s ince the 1 960s "Cas inos Wars ,"  
when Francisci wiped out  the  com
peting Gueri n i  c lan . 

Gaston Defferre was prev iously 
M ayor of Marsei l les ,  the French 
dope entrepot. No sooner d id  he 
have the po lice at  h i s  disposal than 
Francisci 's estab l i sh ments began to 
be h i t .  The Cercle H aussmann ' s  op
erat ing l icense was withdrawn .  The 
Eghien casi no near Paris lost l icen
ses .  The M ayor o f  N ice, J acques 
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M edec in , l i n ked to Francisc i ,  was 
tied to the R uhl casi no ,  and i t  was 
shut down .  

L e  Monde. t he Par i s  dai ly ,  sug
gested that Francisc i 's  death was i n  
fact connected to t h e  "change in  
regi me ."  The Corsican correspond
ent fo r the newspaper Quotidien de 
Paris. Jean-Claude Lefrench i ,. a lso 
said as m uch .  

Most of  Francisci 's  friends were 
on t,he side of the pre- M i tterrand 
majori ty i n  France. According to 
Lefrenchi , it was no  secret that 
Francisci had i mportant Social ist 
friends who benefited from h is  l i nk s  
w i t h  the  Giscard government . 
Some observers were surpr ised , 
cont in ues Le Quotidien, when in 
stead of  return i ng the  favors,  Fran
cisci started having p ro blems with 
the new authorit ies . 

M any pub l ished sources on  i n 
te rnat iona l  d rug  traffic have con
firmed that Gaston Defferre's 30-
year mayoralty of M arse i l les made 
i t an  i nternat ional  heroi n  cen ter aft
er the Second  Wor ld War .  Brit ish 
i ntel l igence-which ' oversees the 
traffic  from I ndochina ,  China,  and 
its H ong Kong fi nancing-hand
p icked Defferre to be ruler of M ar
sei l l es .  For years, Defferre was 
work i ng i n  this connectio n with the 
Guerin i  c lan, which organ ized his 
" security" in M arsei l les . 

Meanwhi le ,  the press campaign 
that led to the close of  Jacques M e
dec in ' s  Ruh l  cas ino  was organ ized 
by a Socia l ist  Party o ffic ia l  in  N ice, 
M ax Ga l lo .  Next ,  Brit ish i n teI l i -

gence agent Graham Greene,  au
thor o f  "'espionage novels , " an
nounced pub l icat ion of  a new book 
exposing M edecin ' s  mafia connec
t ions .  He  cal led upon I n ter ior Min
i ster Defferre to fin i sh M edecin off. 

That was i n  the nature o f  an 
order.  I t  was Br i t ish i n tel l igence 
that organized  the Socia l i st mafia,  
o ut of the " Brutus" resistance net
work dur ing Wor ld  War I I ,  run by 
Defferre-and by the G uerin i s .  

Francisci was  based i n  Tangiers 
between 1 948-52 ,  shutt l ing between 
Saigon ,  Bei rut ,  and M arsei l les .  Re
portedly ,  he took a major  share i n  
the  Casi no du L iban  i n  1 958 .  I t s  
suspected ho lder was  Y ousef Bei
das, formerly of  Barclay's Bank ,  a 
" respectable" Brit ish m oney laun
dry for the dope trade .  Beidas now 
heads I ntra Bank de Lebanon ,  an 
in st i tut ion associ ated with M ideast 
d i rty -money flows .  

In  1 962, Francisci moved in to 
the Brit ish m arkets ,  acqu i ri ng  a 
share in several London casinos .  
Three Francisci brothers and a 
close associate, Y ousef Kheida, 
moved to London .  Kheida,  a friend 
of Y o usef Beidas,  runs Cercle 
Haussmann ,  Francisci ' s  Paris casi
no, and i s  i nvolved with France's 
n um ber-one casi no at Divonne les 
Ba ins ,  which is part ly owned by Ely 
de Rothschi l d .  

At the he ight o f  t he  1 960s cas ino 
wars ,  the Br i t i sh banned Francisc i  
fro m  Eng land . But h is  e l iminat ion 
of  the  Gueri n i  c lan made h im pre
eminent in France. N ow the Social
ists and their  Brit ish friends appear' 

to be turn ing the tables .  
I t  i s  a lso rumored that Francis

c i ' s  re lat ions  with M eyer Lansky 
had grown st ra ined over a recent 
period .  

This column was contributed by 
Christine Juarez of our Paris bureau. 
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Middle East Report by Robert Dreyfuss 

C'est Lavie 
A riel Sharon 's billion-dollar sure thing: an Israelijet that may 
signal an alliance between hawks and hoods. 

Almost unnoticed i n  the West, Is 
rael i Defense Min i ster Arie l  Sharon 
and Co .  have launched I srael onto a 
$ 1 . 1  b i l l ion development program 
aimed at producing a new genera
tion of I sraeli warplane, the Lavie. 
The decis ion to go ahead with the 
Lavie production ,  after a number of 
years o f debate, provides a critical 
ins ight into the l ong-range think
ing of  the ru l ing cl ique i n  I srael . 

I t i s  not a hopefu l  s ign . 
According to available evi

dence, the supersecret decis ion to 
build the Lavie-which is a m ajor  
strain on I srael 's i nflation-ridden 
economy-represents nothing less 
than an overt preparat ion by I srael 
to "go it alone," i . e . ,  to break with 
the United States . 

Whi le some I s raelis naively view 
the Lavie project as an I s raeli in 
dustrial project of  importance in  
itself, there i s  no  quest ion that  the 
circle around General Sharon
who is said to make Prime M in ister 
Begin look l ike a dove-intend the 
Lavie p roject as something far 
more s inister. 

The key I sraeli c ircle around 
Sharon in this connection i s  com
prised of  Minister of  Cooperation 
Yaacov Meridor,  I srael 's  Ambas
sador to the U .S .  Moshe A rens,  the 
Sharon-all ied elements of  the rel i 
gious parties, and Meridor  a ide 
Arye Genger . Genger , an Ameri
can , was employed unti l recently by 
the Rapid American Corporation .  
R AC President Meshulam Rik lis ,  a 
reputed associate o f  organ ized 
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crime, is  said by I s raeli intel l igence 
sources to be the chief sponsor of 
Sharon's post- 1 97 3  rise to power . 

Late last year, Genger was the 
subject of  intense controversy in 
I srael when he  was brought over  
from New Y ork to become 
Sharon's aide for mi l itary- industri
a l  p roduct ion ,  a fie ld that obvio usly 
inc ludes the La vie fighter. 

After an unprecedented general 
strike at  the I s raeli Defense M in is
try against the Genger appoint
ment,  Genger was forced to decl i ne 
the posit ion ,  instead quietly taking 
up a posit ion as an aide to Meridor .  
Meridor ,  of  course ,  a veteran of  the 
1 940s-era I rgun underground ,  has 
long been a backer o f  Sharon .  

And Moshe Arens, who  pre
sented his credentials as the new 
Israeli Ambassador to the U n ited 
States on Feb . 1 6, is said to be the 
"brains beh ind the Lavie project . "  
Arens ,  for many  years, was  the 
mover beh ind the Is raeli a i r  force 
and the I s raeli A ircraft Industries 
( IA I ) .  According to some I sraeli 
sources , Arens is c loser to Y uval 
Neeman , the extremist ex- M ossad 
offic ia l ,  than to Begin h imsel f, hav
ing opposed the Camp David pact 
as too pro-Arab ! 

Arens, Sharon , and co . a re pre
pared for an open break with the 
United States .  M ossad- l inked sour
ces bel ieve that Sharon and Co . ,  
spurred by  their Swiss and o rgan
ized-cr ime backers, m ight even 
contemplate a raid to destroy the 
Saudi o i l  fields in  a bid to e l imi nate 

the primary source of Arab Power, 
despite the wrath such an action 
would provoke from Washi ngton .  

The  Lavie project i s  of  para
mount  importance fo r I srael ' s  fu
ture strategy . 

U nder normal  circum stances, it 
would be insane for I s rael to invest 
huge reso urces to develop a plane 
that wi l l  not  be produced unt i l  
1 990. The decis ion to go ahead with 
Lavie th us presumes that I )  I srael 
will not reach a peace agreement 
before then , and 2) the U n ited 
States cannot be relied upon as a 
m i l i tary suppl ier .  

Both assumpt ions a re ominous .  
An addi t iona l  ang le  on Lavie i s  

that hundreds o f  the  $9 mi l l ion  
planes will be  produced not  for Isra
el i  use, b ut fo r export .  A long l ist o f  
countries in Latin America, Africa, 
and Southeast Asia is being ap
proached by I srael arms officials to 
secure p reli minary accords on the 
Lavie export .  In Latin America, 
those sales a re being coordi nated 
by Gen . R .  Zeevi , known by the 
misnomer "Gandhi ,"  who i s  a 
k ingpin o f  I sraeli crime syndicate 
a ffai rs . 

I n  mid-February, possibly 
l i nked to the Lavie project , Begin 
held an unpubl icized summit  meet
i ng with Zeevi and Ehud Olmert, 
who had previously attacked Zeevi 
as the head o f the I sraeli mafia .  

S t i l l  un solved i s  the  quest ion of  
where the  fun ding for the  Lavie 
project will come from .  The Jerusa
fem Post says that the funding i s  
"secret ," and four  American com
pan ies ( Pratt and Whitney, Mc
Donnell Douglas,  General Dynam
ics ,  and Northrop) are involved in  
partial financing discussions .  But 
gangster M eyer Lansky's b i l l ions 
may prove to be a more practical 
source of funds .  
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DatelineMexico by Josefina Menendez 

A nuclear test center for Sonora 
Governor Ocana has called on Mexicans to start the transition 

from the petroleum era to the nuclear era.  

On Feb .  1 5 ,  the governor  of the 
state of Sonora, Samuel Ocana,  and 
the director of the N ationa l  I nsti
tute of N uclear Research ( I N  IN) ,  
Dalmau Acosta, announced that 
Sonora had been chosen as the site 
for Mexico' s controversial n uclear 
testing center .  Ocana, who is 
viewed by President Lopez Port i l lo  
as  one of  the country's most compe
tent governors ,  declared , " N  uclear 
energy wi l l  give us the opportuni ty 
to desal inate sea-water, which can 
be used in the enormous p la ins  of 
rich land of Sonora," Ocana stated . 
He added that he would l ike "these 
centers to assim i late the science and 
technology of other countries, and 
to enrich them, so that  we can bui ld 
o ur own n uclear techno logy ."  

I received reports from first
hand witnesses of this event,  who 
remarked that the enthusiasm with 
which most Sonorans greeted the 
news of the forthcoming construc
tion of the nuclear center sharply 
contrasted with the nationwide 
brouhaha that environmentalist 
groups raised last year when the 
same I N I N  announced its intention 
to bui ld the center i n  Patzcuaro, 
M ichoacan .  U n l ike Ocana, the Mi 
choacan governor, Cuauhtemoc 
Cardenas, sided with the environ
mentalists, and argued that the cen
ter would endanger the ecology of 
the nearby Lake Patzcuaro . 

Last December, i n  our  specia l  
monthly consu l ti ng service on 
" M exico 's Energy Po licy ,"  EIR 
broke the story that Sonora was the 
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front-runner to win the competit ion 
with other M exican states for s i t ing 
of the n uclear test faci l i ty .  "The 
I N I N  is  k nown to be study ing  a 
proposal of  its own for i nstal l ing a 
specia l  n uclear train ing faci l i ty i n  
Sonora,  after the  fai l ure earlier th is  
year of  i nstal l ing one  i n  Patzcuaro , 
M ichoacan ,"  we wrote at the t ime.  

The Ocana government h as for 
some time led efforts to br ing the 
most advanced technologies to 
Mexico . For example,  l ast October 
the state organ ized an impressive 
industrial exposit ion where i t  fea
tured p lans to make of Sonora a 
regional  pole of  industrial develop
ment .  

Ocana has also strongly lobbied 
for the continuation  of the con
struction work on  the PL H I NO ,  a 
huge hydraulic project to bring sur
plus water from the s tate of  Sina loa 
to the rich but dry agricultural  re
gions of Sonora.  PRI presidentia l  
candidate Miguel de l a  M adrid re
cently endorsed the PL H I NO con
cept, and committed h i s  adminis
tratio n  to complet ing it .  

Ocana's performance as gover
nor has made hi m a ri si ng star on  
the nationa l  po l it ical scene .  Ac
cording to pol itical observers in 
Mexico City, after h i s  governorship 
he wil l  move to a high post either in 
the PRI nationa l  leadersh ip or in  
the  i ncoming De la Madrid admin
istrat ion ,  s ince he is viewed as a 
figure who can ral ly pro-develop
ment forces national ly .  Asked 
whether there was any guarantee 

that the next federal government 
would carry on  the Lopez Porti l lo  
government 's  commitment to nu
clear energy , IN IN director Acosta 
stated pointblan k :  " Governor 
Ocana is our  guarantee ."  

Recent concessions by  PRI  
presidential candidate M iguel de  l a  
M adrid to  t he  Wharton School ' s  
zero -growth ,  envi ronmental ist  p ro
grams for Mexico , have brought 
this into doubt .  In a meeting on 
"ecological p lann ing" in the state 
of Tabasco Feb . 1 3 , De la  M adrid 
engaged in a l ong rational ization of 
the PRI for the first t ime " raising 
the ecological banner i n  the polit i 
cal fight ."  These statements are 
now being lauded by the Jesuit left 
and Social Democratic-tied circles 
in M exico as a s ignal that the pow
erfu l  ru l ing party has finally yielded 
to p ressures to "go greenie ." 

This same crowd is also h urried
ly moving to set up a b ase of opera
tions in  Sonora,  and o rganize 
"grass-roots" opposit ion to the 
Ocana government's industrial 
programs .  In February, a group of 
zero-growth and envi ronmentalist 
academics announced the forma
t ion of  the "Colegio de Sonora," a 
branch of  the "Colegio de 
M exico ,"  the o ldest and most pow
erfu l  thi n k  tank for the promotion 
of the Club of Rome " l imits-to
growth" theories in the coun try.  
These networks have also m ade in
roads in the U niversity of  Sonora 's  
Center of  Scient ific and Technolog
ical Research ,  and have developed 
close contacts with Jerry Brown
connected environmental ist groups 
i n  Cal ifornia and Arizona .  

For further information on  E I R 's 
monthly consulting service, . .  M exi
co 's Energy Policy, " call Peter En
nis at (2 1 2 )  247-8820. 
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International Intelligence 

Moscow sends out 
'Jeelf!rs ' to Peking 

Soviet Premier N i k o lai Tikhonov to ld  
the J apanese dai ly  A sahi Shimbun Feb.  
14 that "there a re no problems i n  Sino
Soviet  relat ions  that  could not  be decided 
o n  the basis o f  equal i ty and i n  the spir it  
of  m utual  un derstanding,"  adding that 
M oscow w i l l  n ot avoid " concrete steps" 
to i m prove ties between the two n at ion s .  

T h e  Soviet offer,  in  t h e  context o f  
polit ical  changes ta king place i n  C h i n a, 
is based on M oscow 's  percepti o n  that 
Chinese fo reign po l icy i s  m ov i ng away 
fro m  the "China Card" rel at ionship with 
the U n i ted States, and may result  i n  a less 
hostile attitude towards the U . S . S . R .  No 
o fficial  respo nse h as been made to the 
Soviet overture, b ut the Feb. 15 Washing
ton Post n oted that  low-level  border ta lks  
m ay resume soon between the Soviets 
and China .  

Pek i ng issued the l atest i n  i ts  series o f  
scathing attacks o n  U . S .  pol icy i n  the 
Third World Feb . 1 4 . The N ew C h i n a  
News Agency ( X i n hua)  condemned 
Washington's  repressio n  o f  "nat ional  
l iberat ion m ovements" i n  Centra l  A mer
ica and also declared that the U nited 
States, having " lost control" of the 
U n ited Nations,  can " n o  lo nger o rder 
other co un tries about at  the wave o f  a 
hand. " 

Schmidt appeals for 
strategic sanity 

I n  two i nterviews released Feb. 16, West 
German C hancel lor Hel m u t  Schmidt  
warned that  the wrong kind o f  " moral  
pressure" o r  threats of  vio lence are worse 
than useless i n  the Pol ish an d M iddle  
East  situati ons .  

In  an i n terview publ i shed by the Lon
don Guardian, Sch m i d t  stated that  " m o r
al pressure" on Poland or the Soviet 
U ni o n  co uld encourage "the danger of
I am not going to use too strong a 
word-re-Stalin ization . "  For Western 
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nations t o  co mpla in  now t hat negotia
t ions cond ucted at Yalta a n d  Tehera n  
d u r i n g  W o r l d  War I I ,  which had exc lud
ed Poland fro m  t he East  bl oc, were now 
being v io lated , i s  o n ly wi s h fu l  t h i n k i n g .  
'There m u st not  be the i l l u si o n  t h a t  the 
facts a fter Y a lta a n d  Teheran can be 
a l te red by m oral or p o l i t ical  press ure o r  
b y  force, " Schmidt  stated, adding,  " psy
cho logical ly m istaken i n fl uences are em
anating fro m  Western E urope and 
A m erica" o n  Poland.  

Schmidt  crit ici zed F rench Foreign 
M i n ister Claude C hey sson 's statement 
that the 1 978 Venice declarat ion on the 
M iddle  East  was now irrel evant,  in  an 
i n terview with the m agazi ne o f  ,he Egyp
tian government  party, Mayo. In the  
Venice decl arat ion ,  Eu ropean n at ions  
agreed that  they m ust p lay a role in  ne
gotiating the Palest in ian  issue,  a n d  that  
the Palest in ians  m u st have representa
tives at any n egotiat ions hel d .  

T h i s  w a s  t h e  fi rst  p ub l i c  i n d i cation 
Schmidt  has given o f  d istrust of  the " i n 
depen dent" M i deast post ure F rench S o 
cial ist  President  M itterrand is attempt
ing. H e  also stressed that  I srael i Prime 
M i n ister Begi n ' s  co n t i n u o u s  th reats of  
m i l i ta ry attack do not  co rrespo n d  to the  
pol i tical  real i ty o f  the regi o n .  

Khmer Rouge still 
devastating Cambodia 

Po l Pot's K h mer R o uge i s  conti n u i n g  the 
genocide that s laughtered 3 m i l l i on peo
ple in Cambodia  befo re the Vietnamese 
l i berat ion in 1 978, as repo rted by the 
London Guardian Feb. 16: 

"I n contrast to the general ly  i mpec
cable behaviour  o f  Nat ional  L i beratio n  
Front and N o rth Vietnamese troops to
wards peasants d u ring their war with 
A merica, the Pol Pot fo rces seem to h ave 
lost  n o n e  of their  brutal i ty . 

"One way that K h mer Rouge fighters 
are feeding them selves i s  by ra id ing o ut
lying v i l l ages . One ham let was attacked 
. . .  and the i n h abitants rep ort that 
K h mer Rouge troops str i pped them of 
their  year's supply o f  rice, and took away 

as m an y  pigs,  chickens, a n d  cattle as they 
could fi n d .  Then, before they left ,  a v i l 
l ager c la imed,  they b urned several houses 
' fo r  n o  reaso n at  a l l . '  

" I n  a n y  year, a l o s s  l i ke t h i s  wo u ld be 
serio us:  th is  year, it may wel l  spell  disas
ter fo r t he peasants .  The main harvest 
has been bad all over the country . . . .  
M uch o f  the ri ce withered i n  a drought 
which began h a l f� way th rough the grow
ing seaso n .  The chances that  the Govern
ment w i l l  be able to make up the stolen 
rice a re d i m .  

'Final solution ' for 
Palestinians ? 

The Beg i n  govern ment  in I s rael is pre
paring a large-sca le  m assacre of Palesti n
ians i n  southern Lebanon and the occu
pied West Ba n k .  A ccording to the plan , 
whose chief proponent is I sraeli Defense 
M i n ister A riel  Sharo n ,  a flood o f  refu
gees out of Lebanon and the occupied 
terr itories w i l l  resu l t ,  paving the way fo r 
t he e l i m i n at ion of J orda n ' s  K i n g  H u ssein 
and the transformatio n-as per Sharon's  
long-sta n d i ng desig n-o f  J ordan i nto a 
Palest i n ian state.  The Begin government 
has n o  i nten tion of  al lowing the West 
B a n k  to become the state for the Palest in
Ians .  

The m assacre p rocess is already un
der way,  as I s rael prepa res to i nvade 
Lebanon and l i q uidate the Pa lest ine  L i b
erat ion Organ izat ion there . On the West 
Ba n k ,  b l oody clashes have broken out as 
a resu l t  of  I sraeli provocat ions .  I sraeli  
a uthorit ies are deli berately w h i pping up 
pro - K h omein i  M us l i m  Brotherhood 
ext re m i sts on the West B a n k  a n d  pitt ing 
t hem agai nst  pro- PLO Palest i n i a n  na
t ional i s ts .  " Let them k i l l  each other o ff, " 
said one I srael i source . . . I t ' l l  save us the 
tro uble .  " 

I n  additi o n ,  I s rael i  o fficia ls  are pro
voking West Bank un rest d i rectly 
thro ugh thei r deci s ion to cl ose down B i r  
Z e i t  U n i versity , a strongh o l d  of  Palestin
ian nati onal i sm,  for two months .  

The c losure o f  B i r  Zeit  came as a 
result  of a v is i t  to the un iversity Feb. 15 
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by a representative of M en achem M i l
son,  the Israeli governor of the West 
Bank who was recently appointed to his 
post as part o f  I srael's step-by-step an
nexation of the occupied territories. Bir 
Zeit o fficials warned M i lson that a visit  
by his representative at this tim e would 
on ly in flame tensions .  M ilson ign ored 
the warning, and his representative visit
ed the campus, provoking clashes be
tween students and the pol ice and the 
closure of Bir Zeit .  Demonstrations have 
since broken out throughout the West 
Bank between Is raeli troops and the local 
population . A major clampdown on the 
West Bank could lead to a ful l-scale mas
sacre. 

Adding to the tensions i s  Israel 's  de
cision to assign the fanatical M eir  Ka
hane, former leader of the terrorist J ew
ish Defense Leag ue, to the West Bank 
town of Ramallah to do his army reserve ' 
service. Kahane, who advocates the ex
pUlsion of all Arabs from the West Bank 
and I srael, was imprisoned severa l years 
ago and barred from Ramallah because 
of his terrorist activities. 

Papandreou continues 
to provoke Turkey 
Turkish officials warned in mid-Febru
ary that the G reek government o f  Andre
as Papandreo u is tryi ng to provoke Tur
key into a showdown by preparing to 
exten d Greece's territorial waters from 6 
to 1 2  miles into the Aegean , a move that 
would cut into Turkey's access to inter
national waters from its Aegean ports. 

The Socialist I nternation al-backed 
leader is expected to take the action as 
early as next month after the Law o f  the 
Sea Conference en dorses a G reek 1 2-mile 
territorial claim . 

Turkey's Foreign Minister, l iter 
Turkmen , last week iss ued a public warn
ing to G reece and i n formed Turkey ' s  
ambassadors t o  alert t h e  Atlantic Alli
ance of the gravity o f  the situatio n .  

The leader o f  Pap andreo u's opposi
tion within Greece, Evangelos A veroff, 
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has expressed fear that Pap andreo u  m ay 
be in viting a disaster from the mi litarily 
superior Turkey. 

Agha Shahi resignation 
shows Zia 's weakness 
H ighlighting the growing i nstability of 
the regi me of Pakistani dictator Ziaul 
Haq,  Foreign Minister Agha Shahi sud
denly resigned Feb.  16 on grounds of " i l l 
health . "  Pakistan announced he would 
be replaced by G eneral Y aqub Khan,  the 
current ambassado r to France and a for
mer ambassador to the U nited States an d 
So viet Union.  

No i mmedi ate pol icy change wil l  re
sult from the shift .  I t  had been rum ored 
for weeks in  Pakistan that Shahi,  a weak 
fig ure, would be repl aced some ti me this 
year by General Khan,  who is a powerful 
in dividual in the Zia j u nta.  However, the 
rapidity with which the resignation fol
lowed Shahi's m u ch-criticized handling 
of the I ndia- Pakistani " no-war pact" 
early in  February indicates a serious fac
tion fight in the ranks of the Zia j u nta.  

General Khan has been o ne of the 
figures pushing fo r Pakistan to tempo
rarily ease tensions with India  i n  order to 
free troops to police the Persian G ulf, 
and wanted to l imit  direct U . S .  presence 
in  the M ideast . 

This view was under severe criticism 
from members of the junta who criticized 
the ta lks with India and want a closer 
direct m ilitary relationship with the 
U nited States. Leaders o f  this " right
wing" faction incl ude two generals 
nam ed by EIR as l in ked to Pakistan 's  
drug mafia,  Fazle H aq and Rahamud
din .  Both have been rumored as succes
sors to Zia . 

It is not known how the Khan ap
pointment affects this faction fight .  The 
Zia j u nta as  a whole is extremely fragile 
and unpopular, and survives only  
through the i ncreasing use  o f  such tactics 
as the recent arrest o f  700 opponents . 
Should Zia himself be removed by one 
faction,  the stage m ig ht be set for a sud
den downfal l  o f  the entire regi me.  

Briefly 

• EINHEIT, the n ewspaper o f  
t h e  West German miners'  union , 
has ch allenged H orst Ehmke,  a 
hard-core State Department oper
ative within Wil ly  B randt's  faction 
o f the Social Democratic Party . 
Ehmke had called for excluding 
nuclear power from a n ati onal  en
ergy program , to which Einheit re
plies that the union had already 
cemented an agreem ent with the 
SPD to meet national  energy. needs 
with n uclear power and coaL 

• SIR MICHAEL PALLISER, 
an adviser to British Foreign Sec
retary Lord Carrington ,  stated 
Feb . 1 7  that the most serious threat 
to the Atlantic All i ance i s  the eco
nomic crisis in the West. Spea king 
at Geo rgetown U niversity, Pall iser 
told EIR that he d oes not  foresee 
the possibi l ity o f  a European De
fense Comm unity.  

• CANADA has been asked to 
official ly cooperate i n  building the 
G arrison Diversion Project, which 
would divert M issouri River 
waters to central and eastern 
N orth Dakota, causing some 
backup of water i nto Canada.  The 
North Dakota Water U sers Asso
ciation recently passed a reso lution 
term ing the project " m utually 
beneficiaL" The Canadian Prov
ince o f  M anitoba is holding up 
construction at present, claiming 
the backflows would somehow 
contam inate their water. 

• THREE out of 10 British adults 
cannot perform si mple arithmetic, 
according to two surveys released 
in  February by the Cockcroft 
Comm ittee . Forty-five percen t 
cannot read a railway schedule, 
and 60 percent do not understand 
the concept o f  i n flatio n .  Gallup 
Polls were co m m issioned to per
fo rm another survey after these 
surprising results, which were re
confirmed. The British journal Edu
cation reports that so many adults 
were afraid of mathematics that half 
of those approached refused to be 
interviewed at alL 
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'Get Hart off the Armed 
Services Committee ' 
by Lyndon H .  LaRouche , Jr. 

I f present trends are n ot abruptly a l tered , the U nited 
States is headed into a crisis far more pregnant with 
danger than the 1 962 C uban M i ss i le  Cris is .  According to 
some leading Brit ish ci rcles, what is in  store for the 
U ni ted States, begin n i ng the A pri l - May 1 982 period ,  is  a 
combinat ion of  b itter h umi l iatio ns of  both the U n ited 
States and the Reagan admin istration  i n  both foreign 
policy and domestic affairs .  I t  i s  projected by leading 
European o ligarchical circles, that this humi l iat ion wil l  
act as a kind of  min i -Pearl H arbor shock upon the 
"cowboy ethic" of the Americans .  Out  o f  this  humi l ia
ti on and shock , say those o l igarchic c i rcles,  w i l l  emerge 
a " Fortress America ,"  po l i tical ly distanced from West
ern Europe, arm i ng frant ical ly in a k ind  of imitation of 
N azi boss H ermann Goeri ng's "Guns ,  N ot Butter" pol
icy of the per iod from 1 936-38 onward.  

I n to this situation ,  enter dangerous ly i n fl uent ia l  
kooks of the strategic po licy- infl uencing combinat ions ,  
inc luding pro-genoci da l i st Gen . Maxwel l Tay lor  and 
Sen . Gary Hart .  I t  is  admittedly an hyperbole ,  but accu
rate as a moral characterization ,  to accuse General Tay
lor, echoed by Hart ,  of d irect ing U . S .  m i l itary po licy 
back i n  the direct ion of the Stone Age . ' U n fortunately, if 
Walter Sheridan and h is  Abscam cron ies succeed in their 
efforts to " Reagangate" the present admin i strati on ,  the 
po l icies of  Taylor ,  Hart et  a l .  wi l l  have great i nfluence 
over the U nited States dur ing late 1 982 ,  and greater 
influence with the social-dem ocrat-dominated new Con-

I Senator G a ry H a rt ,  assisted by sta ffer W i l l i a m  S. L i n d ,  " W hat's 
Wrong With The M i l i ta ry"' ' ' , Sunday New York Times Magazine. 
Fehruary 1 4 ,  1 98 2 .  
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gress o f  1 98 3 .  Therefo re ,  the back-toward-the-stone-age 
m i l i tary pol icies o f  Tay lor , H art ,  an d so forth must be 
taken as a serio us th reat to our n at ional  security .  

Let us  begin with a rapid sum mary of  the complex of 
potent ia l  cr ises threatened for the Apri l- M ay 1 982 peri
od, so that we may better define  the c ircumstances i nto 
which H art's  absurd po licies are to be p rojected for 
concrete evaluation .  

The strategic crises 
From the witti ng elements in the U .S .  itself, the 

spring  1 982 U .S .A .-Soviet con frontation i s  being or
chestrated around the push for emplacing nuclear
a rm ed vers ions o f  the o ld Nazi V- I (Cruise M i ssi le) and 
V -2 ( Pershing I I )  i n  l aunching-si tes in  Br itai n ,  Spain,  
and the Federa l Republ ic  of Germany.  This ,  folks  of  
Fred I k le 's str ipe hope, w i l l  b ri ng down the West 
German governmen t  of Chancel lor He lmut  Schmidt,  
but wi l l  at the same t ime force a deep

' c leavage within 
the N ATO a l l iance, resu l t ing i n  a qual i tative degree of 
withdrawal o f  U . S .  forces from and commitments fo 
Western E urope as a whole .  

Wh i le ingenuous fol k  around  Washington del ude 
themselves that it is H aig, Weinberger et aI . ,  who are 
d i recti ng the emerg ing spri"ng confrontat ion,  o ligarchi
cal  c i rcles in E urope are, as  usual ,  laughing their bel l ies 
o ff at the c redu l i ty of the dumb,  m an ipu lated Ameri
cans .  What wi l l  h i t  the U ni ted States duri ng the spri ng 
1 982 per iod ,  wi l l  be a complex o f  c ri ses, m ost of which 
Washington po l icy-makers presently appear to over
l oo k .  
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First, unless Volcker and h i s  policies are dumped 
during the next several weeks ,  there wi l l  be a m in i
b lowout of the U .S .  dol lar  dur ing the spring-summer 
period, fol lowed by a second b low-out during the fal l  of  
1 982,  or winter of 1 98 3 .  At least, that i s  what top 
European ol igarchic  circles are project ing ,  and their 
arguments on this point are wel l -grounded and most 
convincing . There wi l l  be a savage i ncrease of bank
ruptcies among high-techno logy fa rms,  combined with 
bankruptcy of several among the Fortune 500 group as 
wel l as l iqu idations  among savings i n stitutions ,  and 
numerous closings o f  smal l -and medium-s ized firms .  
The  result  w i l l  be both  a quantum-leap i n  rates o f  
unemployment and a quantum- leap i n  t he  federal b udg
et deficit ,  perhaps to greater than $200 b i l l ions  for the 
fiscal year ending 1 982,  and defici ts "off the charts" for 
FY 1 983 . 

Apart from U nited Brands'  and the Jesuits '  private 
"population war" in EI Salvador et al . "banana repub
l ics," a series of crises i n  the Balkans ,  the Aegean ,  the 
M iddle East , and possibly Southeast Asia and China as 
wel l ,  will become aggregately the greatest i nternationa l  
securi ty-threat seen dur ing the  post-war period .  

Oligarchical wise-guys are un leashing the joke
nation of Albania, a col lective of  Com mun i st-labeled 
bandits spun o ff the whi r li ng-dervi sh cult ,  to generate a 
general Balkan cris is ,  i nvolving Bu lgaria, Romania ,  
Greece, an d poss ib ly Soviet  i ntervent ion i n  a cris is 
elaborated out of  s imu ltaneous con fl icts between Yu
goslavia an d A lbania and among the Croatian heirs of 
the old N azi-puppet U stash i . M eanwhi le, a reorganiza
tion of  the Greek mi l i tary has put in to place a combi
nation of  royal i st and N ATO-Naple.� offi cers i n  prepa
ration for a Danish-fami ly ,  royal ist m i l itary coup 
again st the Papandreo u government;  the scenario lead
i ng toward an  early m i li tary coup is now unfolding at 
an accelerat ing rate. The trigger for the coup i s  project
ed to be a Cyprus cris is ,  in which forces deployed o ut of 
two Brit ish autonomous mi l i tary bases in Cyprus wi l l  
create the  "b loody shi rt" inc ident  i ntended to trigger 
the Greek mi l i tary coup and poss ibly also an overthrow 
of the present Turk ish government .  

The i l legal-d rug (" DOPEC")  regime of the Syr ian 
Alawite (Sh i i te )  fam i ly of Assad is now shaken by 
internal revo lts which have,  at least ,  demolished the 
myth of Assad's domestic i nvi nc ib i l i ty .  Various factions 
of the Musl im Brotherhood are be ing activated , i nc lud
i ng Druse- l i nked elements control led by the I s rael i  
Mossad . This serves as a trigger for an early I srael i  
i nvas ion of southern Lebanon ,  and possib ly the long
projected I s rael i armored sweep through the Jordan 
desert i nto Damascus .  Prime M i nister Menachem Begin 
might un leash e i ther o r  both o f  these assaults ,  part ia l ly 
as a result o f  Beg in ' s  desperate fact ional  str uggl e  
agai nst the ultra- l unatic Defense Min i ster, Ariel  Shar-
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on .  Sharon , meanwhile ,  h as planned a d i rect I srae l i  
m il i tary thrust aimed at destroying the Saudi  o i l  fie lds .  

I ran is about to become unstuck . I srae l i  Defense 
Min i ster Sharon ,  l ong-standing crony o f  B r itai n ' s  Lord 
Caradon (a Foot brother) and of the Soci a l i st I n terna
tional ' s  Abo lhassan Bani-Sadr ,  was exposed i n  I s rae l  
recently as offering the Social ist  I n ternationa l  a deal 
u nder which Sharon would assass in ate Ayato l l ah  Kho
mein i  to bring a Bani�Sadr crony to power in  I r an with 
I sraeli back ing .  

The danger here i s  that tht: U n ited States and  
Moscow might be sucked i nto an  I ran i an vacu u m .  
Moscow's present pol icy i s  that o f  never  perm i tt i ng the 
U nited States to establ i sh a m i l i tary ba se i n  I ran . Some 
forces i n  thf' U ni ted S tates wou ld  wish to do j ust that .  
wh i le others are determ ined that M o scow sha l l  nt:ver 
consol idate Iran as a c l ien t-state .  Iran cou l d  become a 

principal  strategic hot-spot dur i ng  1 982-�3 . even with
out  either U . S . A .  or Soviet di rect i n ll ut:nce over an  
I ran ian regime.  

This  bri ngs us  to the i nterna l  cr is is  i ll Paki stan . The 
Kiss inger-created  Ziaul- Haq dic tatorsh ip  con t in ues to 
be massively unpopular .  M eanwhi le, among the re
g ime's  backers, some elements are o p p o sed to an extt:n
s ion o f  the  I ran ian revo luti o n  i n to th eir o w n  na tion ,  and  
Pek ing China's  cred ib i l i ty i s  p lum met ing  u ndt:r condi
t ions of a massive i nterna l  cr is is  i n side m a m land Ch ina .  
I t  i s  widely r umored, tho ugh not  ye t  subs tant ia ted to 
our satisfact ion , that ma in land Ch ina  is i n  the process 
of dr ifting away fro m  the "China Card," back toward a 
"more-balanced" relat ionship with Moscow . 

The s i tuat ion in Ch ina  i tse lf  is unpred ictab le .  Ob
vious ly ,  Pek ing China is i n  the process of  crumb l i ng .  
Even the o fficia l  Pek i ng press n o w  admi ts the er upt ion 

' o f  p rob lems reminding h i stor ians of  the  character is t ic 
col lapse-phase of a Han··culture,  y i n -yang dynast ic 
cycle .  In th is  c ircumstance, a lmost any t h ing can occur 
which cou ld  be  objectively possib le .  Fact ions dr iven 
mad with desperat ion tend to become i ncreasi ngly 
adventurous .  Otherwise, the State Departm ent i s  reach
ing the end of the road in  i ts efforts to suppress 
acknowledgement of the end o f  the K i ss i nger-Carter 
"China Card ."  

M eanwhi le ,  domestical ly ,  if  the  Senate votes to expel 
Sen .  Harr ison Wi l l iams (D-N J . ) ,  President Reagan w i l l  
be ousted soon thereafter .  I f  Wi l l i ams goes, Wa l ter 
Sheridan and · his c ron ies at the Washington Post wi l l  
"own nearly every mouth and vote in the Sen ate. " With 
Reagan o ut ,  t he Harr iman-Rockefel ler Tr i lateral crowd 
w i ll take over  a President Geo rge Bush admin i strat ion 
ful ly .  With the "Western White House" pol i t ical faction  
o ut of the  way ,  there wi l l  be no o rgan ized force in  either 
majo r  party , except the National Democratic Pol icy 
Committee (N D PC),  standing as organ ized Opposit ion 
to the Harri man- Rockefel ler- Morgan comb ination .  
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The imminent threat of a post-Wil l iams Reagangate 
intersects massi.vely funded operations for unleashing 
European-style terrorism and urban riots during the 
spring and summer of  1 982 .  Various inte l ligence sources 
cross-corroborate tens of mi ll ions flowing through the 
terrorist-l inked Ram al lah Foundation ,  in the di rection 
of such inc luded beneficiari es as circles of Rev . Jesse 
Jackson . The Khomeini-al l ied terrorists are now build
i ng a major terrori st base in  Houston ,  Texas, a devel
opment fol lowing the scandalous Rothko Chapel Octo
ber 1 98 1  meeti ng of I s lam in the West forces, sponsored 
by the Schlumberger interests ' M adame Domin.ique de 
Men i ! .  

According to  highly p laced officials of the  London 
Tavistock In stitute, Tavislock , the Brit ish D I-6' s  psy
chological-warfare center, has profiled Washington ac
cording to the "urban cowboy" image, and is orches
trating foreign and domestic crises against the United 
States calculated to drive the manic "American cow
boy" into a "depressive, existentiali st" fit of  rage. 

In other words, credulous pol icy-makers around 
Washington delude themselves that i t  i s  they who are 
control l ing a projected East-West confrontation for the 

What Sen. Gary Hart 
said about defense policy 

The following statements are excerpted from the article 

.. What 's Wrong With the Military, " by Sen. Gary Hart 

(D-Col. ), assisted by his legislative aide, William S. 
Lind, which appeared in the New York Times Maga
zine, Feb. 14 ,  1 982 . 

I n  seeking to determine where we have gone 
wrong, we m ust start by looking at the basic bui lding 
b locks of any mi li tary-( l )  personnel ,  (2) tactics and 
strategy , and (3) hardware . . . .  

One . . .  of the most critica l aspects of mi litary 
personnel policy . . .  is unit cohesion ,  the psychologi
cal bonding between individuals that takes p l ace with
in the smal l ,  basic unit .  . . .  I n  the stress and chaos of 
combat, people fight less for 'k ing and country '  than 
for their buddies . . . .  The Army i s  experimenting with 
ways to improve unit  cohes ion,  such as adopting the 
British practice o f  having people spend their entire 
service career in a s ingle regiment .  . . .  

When we look at tactics and strategy . . .  we need 
"maneuver warfare" . . . .  The object is to destroy the 
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spring-summer period . In  fact, European o ligarchical 
circles, laughing their bell ies off at the antics of  the 
dumb Americans, are p lanning to hit  the United States 
with not o ne,  but a combi nation o f foreign and domestic 
crises , aggregating to a massive humi l iation of the 
administration ,  and thus a h umi l iation-driven rage of 
the American electorate general ly .  

The ol igarchical circles p roject an ensuing period of 
a " Fort ress America" pitted in a local-war- dripping 
new "Cold War" against a frantically armi ng Moscow. 
Britain-Switzer land-dominated Europe is  intended , to
gether with the Brit ish Commonwealth at l arge, to 
become  an i ndependent, "Third Way,"  force between 
the two wi ldly-armed superpowers .  The objective i s  not 
actual n uclear war,  but a wrecking of  both the American 
and Soviet economies through suicidal rates of m i l itary 
expenditures, with Brit ish carving-up and reconquest of 
a ruined United States (together with a broken-up 
Canada) in  favor of oligarchic forces around the Aspen 
I nstitute and s uper-rich Robert O .  Anderson .  

Therefore, i t  i s  p ast  t ime  to  remove Colorado ' s  
Aspen-quivering Sen . Gary Hart from the  Senate 
A rmed Services Committee . 

enemy's cohesion-and the opposing commander's 
abi l i ty to think  clearly-by creating surprising and 
dangerous situations faster than he can cope with 
them . 

In research and development . . .  the changes made 
m ust be quick and m ajor ,  so  as to make the enemy's  
equipment i rrelevant .  In  our mi l i tary establ ishment, 
the changes are far too slow . . . .  Our procurement 
po licy favors weapons so complex and expensive that 
we m ust keep them in service for decades to get our 
perceived money's  worth . . . .  

The real debate i s  between two d ifferent definitions 
of quality . The Pentagon defines qual ity in technical 
terms: H igh technology equals quality .  The mi l i tary 
reform movement defines quality tactical ly . . .  em-
phasiz[ ing] such characteristics as :  Smal l  size . . . .  Re-
l iabi l i ty,  ruggedness and ease of maintenance . . .  . 
Rapid effect. . . .  Numbers.  I n  tactical terms quantity 
is an important quality . . . .  

The same characteristics that give a weapon tacti
cal quality . . .  also tend to make it  cheaper . Thus the 
practical choice is not between quality and quantity 
b ut between technological qual i ty i n  smal l  numbers 
and tactical quality in  large numbers . . . .  

B ureaucratic behavior l ies at the core o f  America' s  
mil i tary i nadequacies. It  i s  a far more fundamental 
problem than the budget level of  any given year . . . .  
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Military policy 
Although Gary Hart picks out isolated , devastat ing

ly accurate po ints of ri dicule of current mi l i ta ry plan
ning,  this ridicul ing of current Pentagon po licy i s  sheer 
rhetoric .  Present po l icy is very, very bad, but what 
Taylor, Hart , and other radicals propose as an a l terna
tive i s  virtual ly stone-age savagery . 

The technologica l foundation of  competent U . S .  
mi l itary po licy i s  the "crash development" of  anti
missi le particle-beam weapons i n  the spectrum from 
chemical-powered x-ray lasers o n  up to h igher-energy
density relat ivistic beam devices based in space stat ions .  
Any strategic mi l itary pol icy which i s  not centered upon 
that commitment is sheer incompetence and therefore 
travesty . 

A few exemplary points are sufficient to demonstrate 
the case. 

There is no security in nuclear-arms red uction ,  for 
two reasons .  F irst , a thermonuclear war involving mere
ly 10 percent of present  levels of mi l itary warheads 
would be suffi cient to generate radioactive clouds and 
other effects which might wel l  e l iminate a l l  warm
blooded animal l i fe on Earth with in as early as two 
years fo l lowing detonations .  Second,  a number of na
t ions ,  apart from China and I s rael, have nuclear capa
bi l ities to tr igger general war between the superpowers . 

Therefore, all competent military policy begins with 
commitment to capability for destroying nuclear-armed 
missiles in mid-flight.  The U n ited States must have t he 
capab i l i ty for destroying a proverbia l  99 percent of  a l l  
missi les targeting U .S .  territory, and also the abi l i ty to 
destroy the launch of non-super-power nat ions-to 
prevent such third-factor n uclear assau lts from tr igger
ing war between the superpowers. The U n ited States 
must not honor the al leged right of "third forces" to 
launch n uclear wars,  even if  those wars do not invo lve 
directly either the Warsaw Pact o r  At lantic A l l iance 
forces . 

Addit ional ly ,  the proposal to improve capabi l i ties o f  
submarine-launched "second-stri ke" categories i s  be
coming absurd . New technologies render submersib les, 
even of the Soviet t itan ium-al loy variety, i ncreasingly 
detectable for "fi rst-strike" neutral ization . This  writer 
is aware of  at least two d ist inct techno logies which 
might succeed in  this function .  

I n  short, so  long as  thermonuclear weapons remain 
the ult imate weapon,  no  acceptable strategic defense of 
the Uni ted States is possible .  

The proper method for el iminat ing nuclear weapons 
is to develop and deploy the means for making such 
weapons strategical ly i ndecisive, by advancing to new 
weapons-systems which can assure a nominal  99 percent 
"k i l l"  of all miss i les (or a ircraft) i n  mid-fl ight .  Warfare 
is then shifted strategica l ly to space-based relativist ic
beam-technology-based systems . 
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The Soviet military and civilian space program has very high priority. 

Furthermore ,  s hou ld  either superpower be first in 
successfu l ly dep loying such categories of  relativist ic
beam weapons, that superpower would have won,  im
p l ic it ly ,  World War I I  I .  Any discuss ion of  m i li tary 
pol icy o uts ide the framework of  commitment to relativ
i st ic- beam weaponry i s  therefore worth about as much 
as the chatteri ng of rhesus monkeys. 

The economics of military hardware 
The Cruise and  Pershing m issi les are essential ly 

merely updated versions  of the Peenem unde V- I and V-
2 miss i les respectively .  The new battle-tank i s  a sad 
product of the i n fl uence of M cNamaran th inking,  com
bat-i nferior to  the already-deployed Sovi et T -72 tank 
and vastly i n ferior to the new,  T-80-despite the double
talk issued by the B ri t i sh I n ternational Inst i tute of 
Strategic Studies ( I I SS) and others on th is subject . The 
suspended B- 1 bomber i s  also a relic from a lapsed age 
of m il i tary techno logy, together with the m issi le de
signed for B- 1 deployment,  n ow projected to be h idden 
in  sneak-trips among rabbit-ho les , or  merely hardened 
old missi le-sites . 

The basic problem with a l l  m i l itary hardware de-
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signs currently i s  that competent mi l i ta ry research and 
development pol ic ies were brought to an end under 
M cN amara, by the 1 965-67 period of take"down of the 
mi l itary-aerospace research complex . The evident pol icy 
of practice aro und  the Pentagon today is to in sert 
" information-theory" gadgetry in to some piece of hard
ware left over from the drawing-boards o f  the 1 960-65 
period .  This is accompanied by an i ncreasing ,  O M B
d irected abandonment o f  those branches of  phys ics
research and development in which the entire geometry 
of strategic m i l itary technology is being transformed i n  
such locations a s  the research a n d  development stat ions 
of  the U rals and Siber ia .  

We are not suggesting that Soviet economic or  
technology pol icy i s  a matter o f  peerless perfect ion .  
However, the Soviets can be fai rly s a id  to  be fol lo wi ng 
m i li tary-techno logy pol ic ies l ike  those we fol lowed dur
ing the 1 940-65 period, and have spent about 1 5  years, 
devoting as m uch as  1 7 . 5  percent of their Gross N ation
al  Product i n  the process of s l ipping ahead o f  us  in 
matters o f  technological qual i ty .  

This cited basic flaw i n  U .S .  mi l i tary-technology 
policy bears di rectly on the abi l i ty of  the U .S .  economy 
to sustain the costs o f  an arms-race. 

The measure of  the power of  a national economy i s  
the economy's rate o f  growth of i ts per-capita potent ia l  
relative population-density ,  as expressed pr imari ly in  
terms of output of tangible agricultural  and industr ia l  
goods. If this growth can be made sufficiently rap id ,  
a lmost any degree o f  growth of some cost, such as a 
m i l i tary cost, can be endured, s ince the productivity of 
the economy, output per  capita, is  i ncreasing.  Some 
kinds of  mi l i tary expenditures have the effect of increas
ing general productiv i ty; others do not. That is the key 
to the economics of mi l i tary product ion and establ i sh
ments .  

The  case o f  NASA expendi tures i s  the  most conve
nient case-study for our  p urposes here. Because NASA 
expenditures accelerated the development o f  techno logy 
in the civi l ian sector,  the rate o f  growth o f  U .S .  p roduc
tivity enabled the U . S . economy to ma intain net growth 
into the crisi s-period of 1 972-74 . S ince 1 973-74, the real 
productivity of  the U .S .  economy has been decl in ing ,  
and our bas ic  productive capacity has been increasingly 
mired i n  age,  obsolescence, and contract ions .  

I f  we proceed as Senator Hart proposes, to concen
trate on  s impl ified convent ional  armaments, these m i l i 
tary expenditures wi l l  be a straight i nflat ion tax of  
monstrous impact upon a shrink ing c iv i l i an-economy 
base-the c iv i l i an-economy base which must pay for 
ni i l i tary producti on .  Such a "Guns ,  Not Butter" policy 
would be an economic as wel l  as strategic d isaster. 

If we were to concentrate on advanced R& D as the 
keystone of Pentagon pol icy ,  i nc lud ing rel ativi stics and 
space physics in  the forefront,  the techno logical spin -
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offs into the c iv i l ian economy (under low interst-rate 
condit ions)  wou ld  be to st im ulate a general economic 
boom through accelerat ion of  productivity . So,  what 
makes sense from a mi l itary standpoint also makes 
sense from an economic standpoint .  

Strategic power i s ,  i n  any case, p rimar i ly  economic 
power .  This  i s  the principle which Aspen- influenced 
Gary Hart and pro-genocidal ist ("regional  population 
wars" )  Gen.  M axwel l  Taylor reject .  Economic power is 
the power to spread U . S .  i nfluence through bu i ldi ng 
modern rai l s ,  ports, energy-production systems, im
proved agricu l tural  output, and capita l-goods industries 
in to developing nat ions .  This requ i res a reversal of 
trends in employment toward 50 percen t of the U . S .  
labor-fo rce employed i n  tangib le-goods production in  
manufactur ing , agricu l ture ,  construct ion ,  and  in  trans
portation ,  together with techno logical improvements 
which increase the product iv ity of each employed i n  
those sub-sectors .  This generates for us  a vast national 
surplus capacity and product,  which we are able to 
deploy as an economic in strument of foreign pol icy .  
M i l i tary capabi l i ties ,  which are essent ia l ly l og istical 
capabi l i t ies in  arms,  are p iggy-backed onto that logisti
ca l  power . 

The problem so far has been,  si nce October 1 979, 
that the Carter-Volcker high- in terest-rate and related 
monetarist pol ic ies have p lunged the United States now 
into the fi rst phase of  a general wor ld depress ion , whi le 
near ly 20 years of  spread o f  the "post- industrial society" 
cu l t-nonsense have ru ined the U .S .  productive base, and 
faci l i tated the growing, TV-pivoted loss o f  s imple l i ter
acy and related sk i l l s .  N ow,  refus ing to correct the evi ls 
wh i ch have ca used a m i l i tary  d i s aster , H art  et a l . 
propose to adapt m i l itary po licy to the sk i l l s- levels of  a 
professional  army increasi ngly composed of  semi- l iter
ate drug-users .  

This is  the immed iate image of  the Reagan admin
i stration ' s  m i l i tary budget. The mi l i ta ry policy o f  the 
Un i ted States is presently d ictated by Pau l A .  Volcker 
and the bug-eyed Fabian David Stockman . The admin
istrat ion has adapted mi l i ta ry policy to the ci rcumstan
ces of Vo lcker and Stockman's  "post-i ndustrial society" 
or ientations .  Un less President Reagan crushed Walter 
Sheridan's  would-be Reagangaters and Volcker, no 
improvement is possib le .  H art and Taylor w i l l  p reva i l  
under a H arri man- influenced Bush admin istrat ion,  and 
our  drugged troops wi l l  be on the  way to  fi ri ng micro
chip-guided arrows and other electon ical ly-enhanced 
stone-age weaponry .  

The Senate and H o use A rmed Services Committees 
require at least congressional  advocates of a competent 
v iew of m i l i ta ry  po l i cy .  C lear ly , Sen .  G a ry H art i s  
i ncurable incompetent for such work .  The Senate should 
reassign h im to some duty where his  i ncompetence 
would be harmless . 
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Abscam in Court 

Sen . Williams vows 
. to keep up his fight 

by Mary Jane Freeman 

Senator Harrison W i ll iams ,  vict im of an A bscam frame
up by organized-crime elements in the J ust ice Depart
ment, was formal ly sentenced Feb . 1 6  by Federal District 
Court J udge George C .  Pratt. Pratt, who withheld evi
dence duri ng the trial that l ed two ju rors to subsequently 
regret their gui lty verdict ,  gave Wi l l i ams concurrent two
and three-year sentences on  each of nine counts, p l us a 
$50,000 fine .  

Warren Hamerman of the Nationa l  Democratic Pol 
i cy  Comm ittee ( N  DPC) ,  wh ich has spearheaded a battle 
to exonerate Wi l l iams nationa l ly ,  immediately stated 
that "the sentencing poses America with a day of mortal 
danger to consti tutional  law; Pratt has rubberstamped 
the government 's methods of  frame-up in the Absam 
conviction of  a 23-year veteran o f  the Senate who i s  
in nocent of a l l  charges aga inst h im ."  

Senator Wi l l iams wi l l  now in i t iate an appeal of  h i s  
May I ,  1 980 bribery and influence-pedd l ing convict ion .  
He addressed George Pratt i n  court just before the 
sentencing: "J udge Pratt, I entered this  courtroom over 
a year ago knowing that I was innocent ,  and I l eave it  
today knowing that I am sti l l  i nnocen t . " Wi l l i ams con
t inued: "The day I learned that there was a th ing cal led 
Abscam . . .  I knew that the fi rst pr incip le  of American 
just ice-that a man i s  i nnocent u nt i l  p roven gu i l ty-had 
been turned on its head .  Also at that moment I k new my 
burden was to prove my i nnocence . "  

I n  a subsequent statement released on h i s  behalf by  
the  N D PC ,  the  Senator stated : "Today, I am certa i n  o f  
eventual victory, a s  I fight on every front avai lab le to 
me-in the courts ,  in the Senate, and to the A merican 
people .  A true pol it ical leader m ust have the courage 
never to stop fight ing when he is correct . . . .  I found i t  
no co incidence that  the  chief government operative used 
against me, convicted felon M elv in Wei nberg, boasts 
. . .  that he funded the I talian Red Brigades . . . .  At that 
very hour General Dozier was being held by these same 
terrorists .  This irony should drive home to a l l  of us the 
deeper issues i nvolved i n  Abscam ."  

Puccio's harangue 
As J udge Pratt prepared to anno unce sentence, 

defense attorney George K oelzer pointed out to h im  
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that there were at least eigh t prejudic ia l  m istakes i n  the 
pre-sen tencing report ,  assert ing  that Wi l l iams said 
th ings or con firmed thi ngs wh ich even FBI tapes veri fy 
he never sa id .  

Abscam field-coordinator and Wi l l iams 's  prosecu
tor, Thomas Puccio of  the Broo klyn Organ ized Crime 
Strike Force, made a play to his hand-picked judge to 
be harsh .  "Senator Wi l l i ams ,  acting confident and 
brazen ,  went to seven d i fferen t m eet ings th rougho ut the 
A bscam i nvestigat ion ,  putti ng h i s  office up for sale . "  
Then ,  sa id  Pucc io ,  W i l l i ams "bo ld ly l ied" on  the stand .  
"And now that  same confident and brazen man i s  
engaged i n  a massive med ia  campaign i n  an attempt to  
put th i s  process on tri a l . "  

The  prosecutor ,  who was  once h imse lf  i nvestigated 
for ties to a heroin dealer, and is s t i l l  under  p rivate 
i nvestigat ion in connecti on  with i nternat ional  drug-traf
fickers,  concluded:  " H e  i s  st i l l  i n  the U . S . Senate ! "  

Defense Attorney Koelzer q uick ly retorted: " I  find  
most offensive the ins inuat ion that t h e  Senator i s  con
ducti ng a media campaign ,"  point ing at Puccio 's  wel l
known tr ial-by-press tactics . " I s  i t  Wi l l iams who leaked 
to the press back i n  February 1 980 the stories? Is it 
Wi l l iams who cal led the press here today?" U n l ike  
Puccio , the Senator "chooses to stand and fight l i ke  a 
man . "  

The case o f  Pratt 
On Feb .  22, before Federal Judge Wi l l iam Bryant in 

Washington ,  D .C .  the government w i l l  be forced to 
answer charges of serious  government  m isconduct i n  
Abascam-the J ust ice Department having delayed such 
a hear ing by assign ing a new U .S .  Attorney to the case, 
and then pleading for an  extens ion . Such evidence 
inc l udes documents and affidavits bearing on the Wi l 
l iam s case, suffic ient ly damaging to  Puccio that  no 
i n formed person bel ieves the Wi l l iams convict ion w i l l  
stand .  But th is  d id  not deter George Pratt .  

In  point  of fact, i t  has been revealed that  dur ing 
Wi l l iams's  tr ia l J udge Pratt persona l ly wi thhe ld excu l 
pato ry J ust ice Department documen ts from the defense 
and ju ry .  One document concerned an F B I  meet ing i n  
which a l l  agreed th at after a ful l  year of entrapment 
efforts, no case exi sted against  thei r target , and they 
would have to " recontact Senator W i ll iams ."  Upon 
seeing this document one j u ror  swore in  an affidavit 
that he wou ld  not have convicted the Sen ator . 

The late M arie Weinberg ,  wife o f  the F B I 's "st ing 
man" for the Wi l l i ams case,  appeared recent ly on 
A BC's  "20/20" program to recount  her husband's 
acceptance of  k ickbacks dur ing the Abscam caper. 
Subsequently she signed an affidavit  con fi rm ing  that 
her h usband had l ied in J udge Pratt's courtroom,  and 
"wrapped the j udge r ight around h i s  finger . . . .  They 
[Puccio and the FB I ]  did a lot of judge-shopping . . . .  " 
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Constitutional Law 

Federal judge warns of FBI 'Gestapo' 
as court upholds Abscam convictions 

by Edward Spannaus, Law Editor 

I n  a decisi on which e l iminates the l ast j udicial opposit ion 
to the J ustice Department's Abscam frameups, the U . S .  
Court of Appeals i n  Phi ladelphia has rei nstated the 
Abscam convictions of former City Counci l  President 
George X .  Schwartz and Ci ty Counci lman Harry P .  
Jan notti .  The Feb .  I I  ru l ing was  accompanied by an  
extrao'rdi nari ly powerful dissenting op in ion which 
warned that the FBI 's  Abscam tactics recal l  the secret 
pol ice methods of the Czarist Ochrana and the N azi 
Gestapo . 

I n  November 1 980, U .S .  D istrict J udge John P .  Fu l
lam threw out the convict ions of Schwartz and Jannotti 
on the grounds that the defendants had been denied due 
process of law under the Constitution ,  that they had been 
entrapped, and that federal j ur isd iction had been arti fi 
cia l ly created over what would normal ly be considered 
state crimes by loca l  government officia l s .  The Phi ladel
phia Federal Appeals Court, known as the Third Circuit 
Court of  Appeals, had, unt i l  the Feb. I I  ru l ing, been the 
strongest in  the country in opposit ion to Abscam 
methods of  entrapment .  I t  was for this reason that Abs
cam prosecutor Thomas Puccio improper ly m oved the 
Harrison Wil l iams case from New Jersey , part of the 
Third Circuit, to Brook lyn ,  New York , part of  the Sec
ond Circuit .  

This pattern was fo l lowed when the Schwartz-Jan
notti case, on appea l by the J ustice Department ,  came 
before a regular three-judge panel o f  the Third Circuit  
Court of A ppeals .  Ful lam's ru l ing d ismiss ing the charges 
was upheld by a 2-to- 1 vote of the th ree j udges. However, 
through a process which is  yet to be revealed ,  the case 
was then re-argued en bane. before all 9 of the active 
judges on the court .  This time, the vote was 7-to-2 against 
Schwartz and J an nott i .  Among the seven votes uphold
ing A bscam were those of three judges appointed to the 
Appeals Court by Pres ident J immy Carter . 

A fourth judge of  the · 7-person m ajority is J udge 
Arl in Adams,  a Trustee of the Germ an M arshal l  Fund 
which sponsored the  December 1 98 1  " E urosocia l i sm" 
conference i n  Wash i ngton ,  D.C.  that  pl otted the desta
b i l izati on of the i ncoming Reagan ad min i st ratio n .  
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J udge Ruggiero J .  A ld i sert, who was origina l ly  part 
o f  the three-judge panel  which heard the case the first 
t ime, wrote an unprecedented , strong d issenting op in ion ,  
i n  which he warned that  the F B I 's methods in Abscam 
are a threat to the fab ric  of our republ ic .  

Excerpts from the majori ty opinion uphold ing A bs
cam and from J udge Ald i sert 's dissen t  fol l ow [subtit les 
i n  o rigina l ] . 

Opinion of the Court: 
Sloviter, Circuit Judge 

On September 1 6 , 1 9 80, after a six-day tr ia l ,  a ju ry 
found defendants Harry P. Jannott i  and George X .  
Schwartz g ui lty of consp i r ing t o  obstruct in terstate 
commerce, in v io lat ion of the H obbs Act, § 1 8  U . S .c .  
1 95 1  ( a ) ,  and found Schwartz gui l ty of conspiracy in  
v io la t ion  o f  the Racketeer I n fl uenced and Corrupt 
Organ izati ons Act, 1 8  U .S .c .  § 1 962 (d)  . . . .  On Novem
ber 26 ,  1 980, the di strict court entered an  order setting 
asi de the verdict of the j u ry in  its ent i rety ,  dism issing 
count I I I  of  the indictment ,  ( the H obbs Act count) for 
lack of j u ri sdicti on ,  and granting the m otio ns of defen
dants for judgment of acquitta l .  The Govern ment ap
pea l s .  

In  his op in ion accompanying the order, the  tr ia l  
judge gave four  reasons fo r entry o f  the judgment of 
acquittal and d i smissal  of  Count I I I  of  the 
indictment .  . . .  

I .  The evidence at trial did not estab l ish the actual 
or potenti al impact upon i n terstate com merce necessary 
to sustain federal j u ri sd ict ion under the Hobbs Act; 

2 .  The evidence at tr ia l  estab l i shed entrapment as a 
matter o f  law;  

3 .  Governmental  overreaching amounted to a v io
lati on of due process of law; 

4 .  The circumstances rel ied upon to establish federal 
j u risdiction were art i fic ia l ly created .  Id. at 1 205 .  
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Our review of the record and applicable l aw con
vinces us that in reach ing these conclus ions the d istrict 
court erred in i ts legal analys is an d  usurped the function 
of  the jury to deci de contested issues of fact .  We reverse 
the district court's order and d irect re instatement of the 
jury's verdict .  . . .  

Hobbs Act Conspiracy 
. . . The Hobbs Act, by i ts own terms, encompasses 

the i nchoate offenses of  attempt and conspiracy to 
extort. Convict ions for these offenses have been sus
tained notwithstanding the absence of  any evidence of 
an actua l  effect on  i nterstate commerce . . . .  

I n  substantive H obbs Act convict ions, the req uis i te 
nexus to in terstate com merce has been found  i n  the 
depletion of  assets theory, because the payment of  an 
extortion demand may reduce the assets avai lable for 
the purchase of  goods orig inating i n  other states . . . .  

Had the project actual ly been p lanned as represent
ed, defendants' act ions would have v io lated the Hobbs 
Act even i f unforeseen d ifficult ies ,  such as the overthrow 
of the "shei k , "  prevented any further action on the 
project. The federal i n terest in protect ing i nterstate 
commerce i s  no less under the factual s ituat ion pre
sented in  this case. The threat posed by defendants '  
act ions i s  just as great .  S ince Congress has exercised the 
ful l  scope of its com merce power in  the Hobbs Act ,  we 
conclude that  there was H obbs Act juri sdiction .  

Entrapment 
. . .  The district court, without any reference to the 

record or any analysis of the issue,  character ized the 
amounts offered as "exceedi ngly generous" and deter
mined that "the very amounts of the bribes were . . .  ' a  
substantial  temptation to  a first offense . '  " . . . 

Even i f  the do llar amount offered were relevant to 
disprove predispos i t ion ,  a question  which we do not 
decide, we fin d  nothing in the record to support the 
district court 's  conclus ion that in  today's i nflat ionary 
times, city counci lmen would view sums of $30,000 or  
$ 1 0,000 a s  so large or  generous as  to overcome an  
offic ia l 's  natura l  reluctance to accept a bribe . . . .  

After being carefu l ly  and speci fically i nstructed on  
the s ignificant factual i ssues i n  t h i s  case, t h e  j ury found  
the defendants gui lty , thereby rejecting the  entrapment 
defense. I ts verdict represents a find ing that, based on 
the total i ty of the evidence, inc luding the observat ions  
by the jury of the act ions ,  words , vo ice i n flections  and  
'manneri sms of the  defendants and the  F . B . I .  agents ,  the 
defendants were pred i sposed to engage in pol it ical 
corruption . . . .  

The ult imate factual decis ions  i n  an  entrapment case 
must be left to the jury .  Where, as here, the j ury was 
un iquely equipped to i nquire i n to the calcul us of human 
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i nteract ion ,  a court should not  i nterfere with its conclu
s ions .  We conc lude that i n  determi n ing that defendants 
were entit led to a judgment of acquittal o n  the ground 
of entrapment as  a matter o f  l aw the  d istrict court 
imperm iss ib ly subst ituted its own determinati on  of the 
cred ib i l i ty of  witnesses, the weight of  the evidence and 
the i n ferences to be drawn from the evi dence for that of 
the jury . . . .  

Due Process 
. . .  We do not ,  i n  th is  case, pass upon the nature of 

the F . B . I . ' s  conduct as  to any defendant other than the 
two who are before us on this appeal .  As to them, the 
i mpropriety of  government conduct on  which the dis
trict court rel ied i n  granti ng the mot ions for acquittal 
was l imited to the evidence of government i nstigation 
and inducement, which ,  as we h ave a lready i ndicated, 
did not reach the "demonstrable level of outrageous
ness" n ecessary to compel acquitta l .  

I n  reversing the  d istrict court 's j udgment of acquittal  
on  the ground of a due process v io lat ion ,  we do not  
pl ace our impr imatur either o f  approval or d isapproval 
on  the government's conduct .  As cit izens ,  we have 
d i ffer ing views o f  the necessity or advisabi l ity of the 
ent ire ABSCA M project . As  judges, however, we rule 
on ly on  whether the l im i ts which the Const i tut ion p laces 
on another branch of governmen t have been exceeded. 
We find that the government 's  conduct as to these two 
defendants d id  not  v io late their due p rocess rights, and 
that therefore the district court 's judgment of  acquittal 
on  this ground must be reversed . 

Dissenting Opinion: 
Aldisert, Circuit Judge 

The d iv i s ion of the court i n  th i s  extremely important 
entrapment case reflects fundamental  and i rreconci lable 
di fferences in the values attached to two p rimary in te
grants of the American trad i t ion of j u st ice: 

To what extent should federal judges assume the 
respons ib i li ty for protecting  American just ice tra
dit ions ,  and to what extent should judges delegate 
this respons ib i l ity to the jury? 

To what exten t s hou ld  federal judges endorse 
tactics o f  the k ind used by the Federal  Bureau of 
I nvestigat ion i n  th i s  case? 

The majority opin ion  reads l i ke  a paean to the  F B I  for 
its conduct in the case; but as an American cit izen and 
as a federal judge, I find  that conduct revolt ing . . . .  

We judges come to our robes beari ng the stigmata 
o f  our respective experiences .  I read i ly confess that 
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being  born to an imm igrant father and reared i n  a 
Western Pen nsy lvan ia  com mun ity peopled l argely by 
European i m m igran ts and t heir  ch i ldren p laced i ndel i 
b l e  i mp ress io n s  on me . . . .  The rel igious and po l i t ical 
re fu gees who c ame to  th is  land . . .  had m uch to fear  
from t h e  o l d  co un t ry ' s secret pol ice, but  o ne of the 
g r e a t e s t  abh or re nces was the agent provocateur, a person 
e m p loyed to p re ten d sympathy with members of  a 
g ro up a n d  i n .: i t e them to ap prehens ion and pun ishment .  
F r o m  m y  ch i l d h ood I remem ber stories told i n  broken 
E ng l i s h by gn ar led refugees from R uss ian ,  the U kraine,  
and Pol a n d ,  recount ing  in graph ic  detai l  the abuses 
i n fl i ct e d  upon t h em i n  peasan t v i l lages by the Ochrana, 
t he secret po l ice of the Czar .  Lack ing the personal  
d ra m a ,  but  eq ua l l y  a uthoritat ive, were academic  studies 
and news  accoun t s  o f  the later operatio ns of the OGPU,  
the d readed secret po l ice of  the  Stal i n ist era .  

T h e  apogee o f  government  artifice, gu i le ,  and deceit 
wa s reach ed w i t h  the formation of  the Gestapo in Nazi 
Germ a n y .  T h e  story of the Ho locaust is  an account of 
t he agen t provocateur at his ruthless worst . It i s  an 
acco u n t  of fra ud u len t rep resen tations  to determine  the 
i dent i ty  of  J ew s ,  of  cajo l i ng  i ncr im inat ion of father by 
so n a n d  son by fat her, of  lies abo ut the purpose of 
det en t i o n  a n d  detent ion  camps, "A rbeit Macht Frei, " 

( "Work  W i l l Set You  Free" ) ,  and of  gas cham bers 
d i sgu i sed as sh ower rooms .  Such spectres cannot be 
eas i l y  e x o rc i sed . 

T h e . G e s t a p o  we re consum mate users of the "honey 
po t , "  a tech n i q ue govern ment witness M elv in  Wei nberg 
p ro ud ly desc ribed as the techn ique the government 
u t i l ized in  t h i s  case .  The FBI employed the honey pot 
t h roug h  a secre t agen t who, by ostentatiously flashing 
and g i v i n g  away wads of  money ,  would attract both the 
w a r y  a nd the  u nwary, the scrupu lous and the unscru
pu lou s .  H av i ng attracted ,  the honey pot would serve 
also to cap t u re those who were w i l l i ng,  that i s ,  disposed, 
to make  the fl i gh t  to the honey in the fi rst p lace, as well 
a s  th o se w h o  wou ld  have been unwi l l i ng ,  but who made 
the  fl igh t  to the pot  on ly  because o f  the strength o f  the 
l ur e .  But th i s  t rap was part icular ly selective: the  opera
t o rs of  t h i s  h oney pot personal ly  selected those who 
co u ld s h a re the  sweet stu ff. The party was by i nvitat ion 
on I y ;  w he n t he guests came to the pot it was not  
l'I'ecessary for t h em to ask for a sample; rather, their 
m o u t h s w e r e  opened for them and the honey poured 
down the i r  g u l le ts  . . . . 

To t h e  Department o f  J ustice, i ts operat ion was a 
tas te  o f  honey :  to me, it emanates a fet id  odor whose 
pu t rescence th reatens to spo i l  basic concepts o f  fai rness 
and j u st ice t h a t  I hold dear .  That the FBI has earned 
high p ra i s e  for its per formance i n  the tradit ional  d i s
ch a rge o f  i t s  du t ies should not imm unize the secret 
po l i ce tact ics employed in its A BSCA M operation from 
a pp ro pr i ate  and vigoro us condem nation .  

6 0  N at ional  

Entrapment 
The majori ty a l low the en t rapment questi on in th is  

case to be reso lved by a l ay j u ry .  As  stau nchly as I 
bel ieve that the j u ry ,  reflect ing the con science of the 
com m un i ty ,  shou ld be society 's  instrument fo r reso lving 
con troverted facts o nce a m i n i m u m  l egal  thresho ld has 
been estab l ished,  I stoutly bel ieve also that the j ury, 
untrained in the law, sho u ld never be cal led upon  to 
des ign and construct that thresho ld .  Th i s  is  preci sely 
what the majori ty have done here. They permit the j u ry 
to perform a respons ibi l i ty which by law and by formal 
com miss ion belongs to the judges of  the Th i rd 
Artic le . . . .  

The majori ty and I di ffer upon where to draw that 
l i ne  and upon the relat ive com petences of  judges and 
ju ri es to protect society from secret po l ice excesses . . . .  

I refuse to proceed as i f  no important social  i ssue 
were i nvo lved i n  th is  case which imp l i cates both the 
wro ngdoing of ci ty pub l ic  officia ls  and the questionable 
act iv it ies of  federa l pol ice officia l s .  I bel ieve that we are 
con front i ng an extremely sens it ive i n tersect ion between 
m orals and posi t ive law, wh ich demands  that the jud i 
c iary assume rather than sh irk respons ib i l i ty . . . .  

Popu lar  opi n ion may no t  care greatly about the 
fates of  those en trapped and conv icted by the govern
ment and its agents provocateur. b ut federal j udges must 
care about the sword that is pl unged into the body of  
trust between a people and their government .  That body 
can withstand o n ly so many wounds before its l i fe wi l l  
be n o  more . . . .  

Hobbs Act J urisdiction 
The majority have accepted the government 's  straw 

man argument that imposs ib i l ity i s  no defense to a 
crime of conspi racy . . . .  I m ust object to the majority's 
agreement to join the govern ment i n  demol i sh ing the 
straw man .  

I can  imagine "the persons of  the  d i a logue, "  i n  the 
form of  Socrates and Cri to :  

Soc . :  I s  there federal ju ri sd ictio n? 
Cr . :  Yes, there i s  federa l ju ri sd ict ion .  
Soc . :  How  is  there federal ju ri sdict ion? 
Cr . :  There is federal ju risd ictio n because a 

factual  i mpossib i l i ty of performing a conspi racy i s  
not defense to a charge of  conspi racy wh ich may 
be bro ught when there is fed.eral ju ri sd ictio n . . . .  

I concl ude with the d i strict court that the evidence 
did not establ i sh federa l j u risd icti on .  The Hobbs Act 
contemplates conspi racies that have at least a real i st ic  
probabi l ity of affecting interstate commerce. A purely 
hypothetical effect, a fai ry tale conju red by the FBI ' s  
an swer to  the  Brothers G ri m m ,  i s  not "a  sufficient 
threat to [com merce] so as to give rise to federal 
j u risd iction .  " 
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New Jersey 

Organized crime 
buys electoral district 

by Vin Berg 

An hour or so before he left office i n  mid-January, former 
Governor Brendan Byrne of New Jersey signed into l aw 
a new congress ional  redi stricting  b i l l .  As usual  under 
Byrne, organ ized crime had cut itsel f another n ice l itt le 
piece of the pie. 

The immediate beneficiary i n  th is case was Adam 
Lev in ,  who headed Byrne's Department of Consumer 
Affairs . Levin  is the son of the late real-estate magnate, 
Phi l ip  J. Levin ,  whose rise to m ul tim i l l iona i re operator 
status occurred in  the service of Mr .  M eyer Lansky .  

. Young Levin designed a brand n ew, wi ld ly gerry
mandered congressiona l  d istrict, an d as one of his l ast 
acts i n  o ffice, Brendan Byrne gave i t  to h im . 

The saga o f  the Levins  casts l ight o n  the process o f  
destruct ion o f  N ew Jersey's once-powerful Democratic 
Party machines, and thei r replacement by the synthetic 
"new breed" of pol it ic ian who is not a product o f  the 
party , but of  narcotics money , and is respons ib le to no 
constituency, except o rganized crime .  This  m ight be 
cal led the "Jerry Brown" model after the current Cal i for
n ia  tJovernor, whose father, Pat Brown ,  was heir to an  
organized-cr ime fortune in  the Bay Area, went " l egit" 
by marrying the daughter of a pol ice chief, and then used 
his  organized-crime con nect ions  to m ake h imse l f, and 
then h is son Jerry , Cal i  fo rnia's governor .  I n terestingly ,  
many of the names- Meyer Lansky,  S idney Korshak,  et  
al .-that turn up in  the background of the Cal iforn ia 
Browns a l so turn up i n  the background of  the New Jersey 
Lev ins .  

The "Jerry Brown" model has advanced in  New 
Jersey s ince the mid- 1 960s, when a series of vic ious 
scandals were launched by then U . S .  Attorney Herbert 
Stein . The beheading of the constituency-based Demo
crat ic Party begun then cu lminated in Abscam , and  the 
frame-up and attempted ruin of the state: s m ost effective 
and popular pol i t ic ian,  Sen .  Harrison Wi l l i ams .  

Brendan Byrne's redistrict ing p lan i ncl uded an en
ti rely new congress iona l  d istrict, 70 m i les long as a crow
flies-if the crow is drun k .  It stretches from the urban 
port center of El izabeth down to the academic com m  u
n i ty of Princeton , p lunging st i l l  further south u nt i l  ab
ruptly swi nging back up i nto Monmouth Co unty .  I t  
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inc l udes towns from five prev ious congressional di stricts . 
Adam Levin had gone to a comp uter and  se lected 

those areas with the strongest profi le of young, l iberal 
Jewish voters . That produced the new 7th C D .  The 
needed "yes" votes from the legislature were bought with 
$500 checks to local Democratic Party o fficia l s  "in mem
ory o f  my dea r father . "  

The 'dear father' 
Phi l ip  Levin was a wheeler-dealer in real estate and 

l ibera l Democratic circles in  New Jersey , and  was  
k nown as a genero us supporter of  needy county ma
chines .  He  was also m uch m ore . 

M eyer Lansky' s  biographer. Hank  Messick , had 
these observations :  " Levin ,  a self-made m i l l iona ire, 
owed much of his  success to his  syndicate 
connections  . . . .  Young Lev in  went into the rea l-estate 
bus iness and made it rather q uick ly .  In some law
enforcement circles, he was considered a front for such 
shy syndicate wizards as M eyer Lansky .  M uch of the 
land he sold fo r h uge pro fits was i n  Flor ida and had 
been purchased by syndicate fig ures i n  the decade 
fo l lowing the co l lapse of  the great Florida boom of  the 
twenties . " 

Us ing the p roceeds of h is  real-estate operat ions ,  
Levin bought so heav i ly into G ul f  & Western ($22 
m i l l i on )  that he was made president of G&W's real 
estate subs id iary ,  Transn ation . 

Key i n  Lev in ' s  purchases were two Chicago race
tracks .  Lev in  also h i red on as " labor counse l" to S idney 
Korshak ,  the n otorio us mob elder statesman .  In 1 970, 
dur ing hearings of the I l l i no i s  Racing Board, agents of 
the I l l i no i s  Bureau of I n vestigation  revealed that Trans
n at ion  had bought a M exican hotel ,  Acapu lco Towers: 
At  the tit:ne he bought it, it was in famous as the hideout 
of  M eyer Lansky,  the in ternationa l  drug-traffic czar. 
The fol l owi ng year, the Wall Street Journal reported 
that Transnat ion had made i l lega l  contri butions  total l 
i ng $ 1 00,000 to lead ing I l l i no i s  Republ icans whi le  its 
racetrack l i censes  were st i l l  under considerat ion by a 
Republ ican-contro l l ed rac ing board . 

Levin test i fied i n  court that it was Sidney Korshak 
who to ld h im whom to pay and how much . Levin and 
Transnat ion were convicted , and g iven a $25 ,000 fine .  

N ow ,  with the aid of  Brendan Byrne, under whom 
New Jersey's  i ndustry was unrave l led in  favor of  race 
tracks and casi nos,  the m obster' s son,  Adam Levi n ,  
created h i s  own congressiona l  d istrict and p urchased it  
from the legis lature .  If Lev in  wins  the 7th C D . ,  there is 
no question who w i l l  own one m ore Congressman .  And 
i f  this synthet ic "new breed" of pol i t ic ian i s  to be moved 
aside and the state's Democratic Party rebui l t , the fight 
to exonerate Senator H arrison Wi l l l iams from a frame
up by J ustice Department elements with Lansky-ties of 
the ir  own wi l l  be the key .  
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Farmers seek capital 
for Dakota water project 
President Carter's k i l l ing  of water proj
ects fo l l owed by Reagan admin istration 
" N ew Federal ism" has forced South D a
k ota farmers to seek local capital for an 
urgently n eeded project to irrigate ferti l e  
l a n d s  i n  t h e  state. 

The Oahe Dam, and i n frastructure 
for a series of  eastward irrigation can als  
o ff the M isso uri River,  a re al ready b u i l t, 
and to prevent it from rott ing and rust
ing, fa rmers and ranchers h ave for med 
the C E N DA K  (Central D ak ota) C o rpo
rat ion to raise  fun d s  withdrawn by the 
go vern ment . 

Only  5 00,000 of 16 m i l l ion  South D a
k ota acres u n der cult ivatio n  are i rrigat
ed . Oahe U n it irrigatio n was to have 
added an other 1 90,000 acres i n  the dry 
eastern part o f  the state, m os t  o f  them 
developed after 1 9 7 5 .  

C E N D A K  i s  sti l l  seek ing govern
ment funds a n d  wants the state to fl oat 
reven ue bonds.  

Besides David Stoc k m a n ,  D akota 
farmers have had to contend with the 
opposition o f  the " U ni ted Fa mi ly  Farm
ers" organ izati o n ,  a local env iro n m en
ta l ist  cult  that  was i n strumental  i n  help
ing the Carter a d m i n istration kil l  Oahe.  
The same o rgan ization is now c la iming 
that C EN DA K is pour ing m o ney down 
a "rat  hole ."  

B ut s ince  the drought  o f  1 979,  m ost 
o f  the organ izati o n ' s  mem bershi p has 
dried up. 

Waterways group attacks 
DOT users study 
The 500-mem ber National  Waterways 
Conference Feb . 3 issued a press rel ease 
saying that a Tra nsportat ion Depait
ment report j ust ifying waterway use 
ch arges and taxes contai n s  fal se " factual  
assumptions" and u n tenable "principle 
concl usio ns ."  

The Transportation report  asserts 
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that charges aga i n st barge traffic wi l l  
have "minimal  eco n o m i c  i m pact o n  re
gions  and i n d ustries which depend o n  
waterway transportat ion . "  

" We respectfu l ly di sagree , "  says the 
organizati o n  chairm a n ,  J ames S k i n ner i n  
t h e  press release. 

The report predicts steady growth of 
waterway co m m erce even with h igh- level 
user taxes, and a ss u m es that n o  new n a v
igat ions faci l i ties w i l l  n eed to be b u i l t  for 
m o re than two decades.  M r. S k i n ner 
cal led this  r idiculous .  

"This  ass u m ption is  contrary to the 
c o m m o n  k n o wledge o f  peo p l e  who cur
rently work the i nl a n d  river system a nd 
h a ve to co nten d with the ex ist ing b ottle
nec k s .  It also contradicts the findi ngs of 
a study of U pper M i ssissippi R i ver needs 
cond ucted u nder Secti on 1 0 1  o f  the same 
law req uir ing the DOT study, and it sub
stantia l l y  con tradicts the National 
Waterways Study of the C orps of E ngi
neers ."  

That  l atter s tudy ca l l s  for $6 b i l l i o n  in  
new i n land waterway construct ion  over  
two decades t o  e l i m i n ate bott leneck s .  

The N a t i o n a l  Waterways C o n ference 
board declared that i t  would demand 
Senate and H o use veri fication o f  the data 
and conclusions in  the Transportati o n  
Departm ent's  zero-g rowth report .  

Study says NRC 
causing hazards 
The Fusion Energy Foundation,  a large 
pri vate scient i fi c  organizati o n ,  h as ac
cused the N uclear Regu latory C o m m is
s ion of  regulat ing u n s a fe condit ions i n to 
otherwise safe n u clear insta l lat ions .  

A ccording to the F E F  study,  the 
N RC's  regulat ions both introduce un
safe co ndit ions and s h o rten the l i fespan 
of  nuclear plants, and those regulat ions 
"co uld h ave no other p u rpose." 

A Feb.  15  F E F  press release cal l s  for 
congress ional  and n at ional  security i n 
vestigat ions  as w e l l  as the convening o f  a 
gran d j ury . 

The release says that corrosi o n  o f  
steam -generator t u bi ng in  press urized
water reactors is ca used by recent N RC 
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regulat ions  that bar p lant  operators from 
applying routine m ai n tenance p roce
d u res to preve nt i t .  

Evidence a lso in di cates that  N RC 
regulat ions  a re respo nsible  for m uch
publ icized "em brittlemen t" o f  reactor 
vessels .  

" E nviron mental ists" have run away 
with the agency ' s  functi o n s  over the past 
few years ,  n otes the repo rt .  Frequen tly,  
a n  ant i-nuclea r  staffer at the agency wil l  
leak a "report" to media or  an a n ti-n u
clear orga nization before it is made avai l
able  to co m m issioners.  They become la
beled o fficia l  po l i cy docu ments-though 
often representing the v iews of a single 
i n d i vi d u a l .  

Thro ugh the same p roced ures, t h e  
F E F  release w a r n s ,  environ mentalist  
groups have o btai ned knowledge o f  how 
to carry o ut sabotage of n uc lear plants .  
EIR w i l l  carry a fu l l  report o n  these 
charges.  

'Death Committee' formed 
on EI Salvador 
A new " C o m m i ttee fo r Free Elect ions in 
El  Salvador" was fo rmed Feb .  1 8  in 
Washington by the t h ree forces i nvesti
gatio n s  have p ro ven to  be  responsible  for 
the o ngoi ng "popu lation war" there:  the 
U n ited Brands C o mpany (formerly 
U n ited Fruit) ,  the Socialist I n ternation
al , a nd the S ociety o f  Jesus (Jes uits) . 

One m em ber, A ngier Biddle D u k e, 
set up a s imi lar coal i t ion two m o nths ago 
d uring a " fact-fi n d i ng tour" of Central 
A m erica . The earlier group inc luded 
M ary Temple o f  the Soci a l  D em ocrats 
U S A  ( S D U S A ) ,  a designer of the EI  Sal
vador " land-reform" program which,  
based o n  the Vietnam strategic-hamlets, 
served to drive peasants i n to the guerri l l a  
o pposit io n .  

Robert Corriga n ,  t h e  com pany's of
ficia l Washi ngto n l obbyist,  wi l l  represent 
U n ited Brands on the n ew Comm ittee. 
Other mem bers incl ude Daniel J ames ,  
fo rmer C I A  o pe rative who edited C h e  
G uevara's diaries, and has recently writ
ten scenarios for sp i l l ing  the vio lence i n  
Central A m erica o ve r  into M exico;  J o-
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seph J o h n  Jova,  K n ight  of the Order o f  
St .  J o h n  o f  Jerusalem ( Black M al tese) 
who was U . S .  am bassador to Mexico 
from 1 9 73 to 1 9 76:  and Francis  Bouche,  
execut ive di rect o r  o f  the Counci l  fo r I n
teramerican Secu rity ( C I S) ,  w hich hosted 
a summer 1 9 80 U . S . tour  by Salvadoran 
Maj .  R oberto D ' A u b u i sson ,  w h o i s g iven 
a cha nce o f  defeat ing i n cumbent  presi
dent N apoleon O u a rte i n  M a rch 2 8  e1ec-
t ions .  

I f  O ' A u b u isso n w i n s, so urces say, he  
"cou ld  k i l l  5 ,000 C h ris t ian  Dem ocrats 
[ D uarte's party ] l i ke rats , "  a n d  launch a 
scorched-ea rt h "paci ficat ion" pol icy .  

State Department caught 
backing Club of Rome 
A lexander H aig's  S tate Department  is  
now u nder in tense p ressure not  to a l low 
Robert H orm ats ,  A ss istant  Secretary fo r 
Eco nomic A ffa i rs .  to add ress a M arch 2 
con ference o f  the C l u b  of Rome in Wash
ingto n .  

T h e  C l u b  i s  a n  o rganizat ion dedicat
ed to genoci de in  the  T h i rd World and 
"de ind ustr ia l izat i o n "  o f nat ions  l ike the 
U n i ted States .  

Such  p roposa ls fi rst appeared i n  the 
Club Study " L i mits to G rowth . "  The 
sched uled co n ference i s  i n  cele b rat ion o f  
t h a t  repo rt's tenth a n n i versary.  Fo under 
A urel io Peccei wi l l  keynote the  con fer
ence, also to be add ressed by Sen . C la i 
borne  Pel l and former  ambassador E l l io t  
Richardso n .  

Reported ly ,  one  week after recei v ing  
a fo rm al  i n q u i ry concern ing  H ormats 's  
sched uled appearance,  the St ate Depart
ment anxiously withdrew a drafted re
spon se fo r fea r  it would  draw added at
tent ion  to the Ass istant  Secretary's  act iv
it ies,  co n fi r m i ng h i s  and H a ig's  o ngo ing 
col laborat ion with the Club o f  Rome.  

The C l ub of  Rome,  wh ich  broadly 
advert ised H ormats as represent ing the  
Reagan adm in istrat io n ,  is now deny ing  
i t ,  say ing  that  he  w i l l  spea k as a n  i n d iv id
ua l .  

H e  i s  cons ide red a H e n ry K i ssi nger  
fact ioneer whom H aig wan ted to pro
mote to Econo m i c  U ndersecretary , 
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fo u rth most i m po rtant  job at  the depart
ment, but Sen . Jesse Helms and others 
protested that the department already has 
too many Kissinger flun kies. 

Has Weinberger 
written off N ATO? 
A top N ATO defense analyst s a i d  Feb. 
1 8  that  the  Wein berger defense budget 
a l ready predisco u n ts the  co l l apse of  the 
N ATO a l l i ance w i t h i n  two years .  

" I ' ve spoken to people a bout  th i s," 
sa id the  a n a lyst ,  who is l i n ked to George
tow n ' s  Center  fo r St rategic and I nterna
t iona l  St udies  ( C S I S) .  "There i s  only one 
way to  u n derstand Wein berger 's  b udget . 
H e  and F red I k le [ U n dersecretary of De
fen se fo r Pol icy]  have wr i t te n  o ff N ATO. 
I k n ow t h at I k le feels that  N ATO won't  
ex i st in  a few years a n d  th at the  U .S .  w i l l  
h a ve t o  g o  i t  a l o n e . "  

The an alyst ,  a l so closely associated 
with the l i beral  H arr iman wing  of  the 
Democrat ic  party ,  added: "They are 
go ing to run i nto a fu ndamenta l  prob
le m .  The U .S .  eco n o m y  cann ot prod uce 
to m eet the demands p laced upo n i t . "  
The b ui ld -up  w o n ' t  be aban doned,  b u t  
st retched out  for th i s  reason ,  h e  opined . 

The H arr iman grouping is p lan n i ng 
a N ATO reorga nizat ion that  w i l l  stress 
greater Eu ropean conven t iona l - fo rce 
readi ness in  ret u r n  for greater decis ion
m a k i ng power ,  wh ich  the  ana lyst  sa id 
depended o n  the removal  of  West  Ger
man C hance l lor  H e l m u t  Schmidt  from 
power .  

Of a West German scanda l  launched 
by Der Spiegel m agazi n e  i n vo l v i ng the 
N eue H eimat  construct ion company,  he 
added, the  ta rget is  not  jus t  He lmut  
Sch midt ,  b ut the  " bas ic  i ns t i tut ions  of  
the G e r m a n  soci a l -democrat ic  state . 
A ugstein [Der Spiegel's pub l isher]  i s  
go ing  fo r broke .  H e  i s  mov ing  to create 
chaos in  the soc ia l  i n s t itut i o n s  that a re 
the bas is  o f  power for Schmidt ' s  fact i o n  
o f  t he Soci al Democracy . Then , i f  
Sch m i dt goes,  t he Soci a l  Democrat ic  r u l e  
i n  Germany goes wi th  h i m  and the  struc
ture o f  po l i t i cs  i n  Germany  cha nges for
ever .  " 

Briefly 

• THE DOE has been ordered to  
con d uct a rap id  s tudy of  the effect 
ori ci v i l i an  energy supl ies of var
i o u s  m i l i tary cont ingency s i tua
t ions .  Government sources c la im 
that  the Federal  Emergency M an
agemen t  Agency has developed a n  
ana lytic model t h a t  separates the 
defense b ase from the rest  of  the 
econo my, b ut do  n o t  k no w  how to 
proceed with the m an dated study. 

• ROBERT BYRD, the Senate 
M inority leader fro m  West V i rg in
i a, has set  up an 18-member Dem
ocratic  task force to develop a lter
nat ive b udget proposa ls .  Members 
inc lude Henry J ackson o f  Wash
i ngto n, Sam N un n  o f  Georgia, and 
Ted Ken n edy o f  M assachusetts .  

• GEORGETOWN U n iversity's 
Center for Strateg ic  and I n terna
tional Studies (CSIS) has sched
uled a pr ivate sem i n ar o n  U . S . 
French relati o n s  i n  Bel lagio ,  I ta ly, 
featur i ng  representat ives of the 
U.S .  State Department and the 
French Foreign O ffice .  The group 
wi l l  d iscuss plans to d iv ide U .S .  
a n d  French securi ty respons ibi l i 
teis i n  areas around t h e  world . 
Word has it that the  n u mber-two 
man at DOS, Larry Eagleburger, 
w i l l  attend .  

• BARRY BOSWORTH, the 
Carter ad m i n i strat ion ' s  d i rector of 
the Counc i l  on W age and Price 
Controls,  has ca l led for banning 
m uIi i -year labor contracts i n  order 
to e l im inate cost-of- l iv ing escala
tor clauses.  The Federal Reserve's 
t ight m o n ey po l icy i s  o n ly tempo
rari ly  effecti ve in fight ing i n fla
t i o n ,  he stated. What i s  n eeded is 
the " permanent  change" o f  keep
ing  wages low by means o f  wage 
and pr ice controls .  

• A FEDERAL RESERVE Bank 
study o f  the economic  impact o f  
cas ino ga m b l i n g  o n  the Atlant ic  
City ,  New J ersey, area found that 
i t  had " l i ved up to i ts  . . .  expecta
t ions  in prov id ing  jobs and st im u
lus . "  
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Editorial 

Volcker's international fallout 
On the same day that the EIR held i ts Washington 
conference on the U . S .  economy (and how to revive i t ,  
which EIR founder Lyndon LaRouche del ineates in 
our Nat ional  Report), the Washington Post of  Feb .  1 8  
reported that i ndustrial production  had decl ined by 3 
percent in the month of  Jan uary a lone .  The figures
and other items l ike  the d rop in  auto production from 
8 m i l l ion un its i n  1 979 to an  ann ual ized rate of 3 . 5  
m i l l ion i n  Jan uary 1 982-speak for themselves .  Paul 
A. Volcker i s  a l iar .  

Volcker has claimed that h is  h igh- interest-rate 
po l i cy wi l l  reduce inflat ion .  It hasn ' t-but i t  was never 
i ntended to .  It  was i ntended to destroy the U . S .  econ
omy and create a control led depressio n .  Vo lcker 
turned monetary i nflat ion i nto an  economic depres
s ion .  " I t' s  l ike  reduci ng the amount  of money you 
have to spend on food by cutt ing off your left foot ,"  
LaRouche noted in h is  Washi ngton speech Feb. 1 8 . 

This  is exactly what was done i n  N azi Germany, 
LaRouche poi nted out .  And A mericans, outs ide of  
the  Wash ington goldfish bowl ,  hate Volcker .  They are 
ask ing when President Reagan wil l get r id of  VoJcker .  

The paral le ls  to the economic  disaster that made 
H i tler's rise to power possible have not been lost i n  
other quarters .  Fro m  West Germ any, America's 
staunchest a lly  Helmut Schm idt told a New York 
Times i nterviewer Feb . 1 8  that he feared "economic  
and soci al ,  an d therefore po l it ical ,  unrest" as a result  
o f  the "deepest recess ion s ince the m iddle 1 9 30s . "  And  
then h e  underl ined:  "The high i n terest rates no t  on ly 
harm your economy .  They harm the rest of  the world 
even more ."  

Only two days earl ier, the European Com muni ty 
had reached the same concl us ion and dispatched a 
Belgian delegation to Washi ngton to represent Eu
rope's views on Volcker. M r. Reagan turned a deaf 
ear , and even began a nat ional ly televi sed p ress con
ference with a statement of  so l idarity with the Federal 
Reserve, clai m ing a " 30 percent reduction"  in i n fla
t ion had resu lted from the i nterest-rate pol icy .  

I t  doesn 't  take a financial gen ius  t o  figure o u t  that 
the high interest rates are the single major  cause of the 
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close to $200 b i l l ion federal  budget deficit and the 
chief reason for the catastrophic flow of  funds out of 
industry and agriculture .  As EIR's "debasement in 
dex," first published in our last issue, shows, a calcu
lat ion of i n flat ion rates without tak i ng in to account 
the col lapse i n  production and i n frastructu re is  mean
i ngless .  Y et it has been with th is  fraud o f  "contro l l i ng 
i n flation"  that Paul A .  Volcker had Congressmen and 
Senators eati ng out o f  h is  hand . 

The other theory, that Vo lcker's i n terest rates can 
on ly be lowered by slash ing the federal budget, is 
based on the absurd prem ise that i t  i s  possi ble to 
fu rther reduce "demand . "  There is  no d i fference i n  
q ua l i tati ve economic terms between those who  want 
the bite to come fro m social services and those who 
want to ax the defense budget. Do we prefer to deci
mate the l iv ing standards and educationa l  potential  of 
our workforce and ch i ldren ;  or would we rather gut 
the high techno logy reservo i r  of industry that i s  sti l l  
concentrated i n  the defense and aerospace sector?· 

The k i nd  of i nternationa l  catastrophe to which 
Chancel lor  Schm idt a l l uded has a l ready struck i n  
Mexico,  which earl ier in  the Reagan admin istration 
was the brightest hope for a U .S .  foreign pol icy that 
would break free from the leftover Carter-Volcker 
po l i cies .  Late Wednesday even ing,  Feb . 1 7 , the Bank 
of  Mexico suspended a l l  support operat ions fo r the 
peso, and the cu rrency p lunged straightway to 38 
pesos to the dol lar-a 30 percent drop . 

According to the Latin A merica Regional Report, 

Mexico had recently submitted to a "gentlemen's 
agreement" to put  a 1 2  percent floor under i nterest 
rates on development loans to M exico . The U .S . 
authored accord strangled in  the  c ri b  several offers to 
sell nuclear energy equipment to Mexico at much 
lower rates, notably by Canada and France. 

M ex ico has caved in to the b lack mai l  of  Pau l  
Volcker an d h i s  Swi s s  ban ker friends,  who wanted the 
deval uati on .  The result of  such economic warfare 
could be a new " I ran"  south of our border-as the 
think tanks have been project ing . We could preven t 
that,  by oust ing Volcker now.  
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The special reports listed below, 

prepared by the EIR staff, are now available. 
1. Prospects for Instability in the Arabian Gulf 

A comprehensive review of the danger of i nstab i l
ity i n  Saud i Arabia i n  the com ing period. I ncl udes 

analysi s of the Saud i m i l itary forces, and the i n

f luence of left-w i n g  forces, and pro-Khomein i  net

works in the cou nry. $250. 

2. Energy and Economy: Mexico in the Year 2000 
A deve l opment program for Mexico compi led 

jOint ly by Mexican and American scientists. Con
c ludes Mexico can g row at 12 percent annual ly  for 

the next decade, creating a $100 b i l l ion capital

goods export market for the U n ited States. De
tai led analysis of key economic sectors; ideal for 

p lanning and marketing pu rposes. $250. 

3. Who Controls Environmentalism? 

A h i story and detai led g rid of the envi ronmen

tal ist movement i n  the U n ited States. Analyzes 
sou rces of fund i ng, pol it ical command structu re, 
and future plans. $50. 

4. Prospects for Instability in Nigeria 
A f u l l  analysis of N igeri a's economic devel op
ment program from a pol it ical  standpoi nt. I n
c l udes review of federal-state regu lations, analy

sis of major reg ional power blocs, and the envi

ronment for fore i g n  i nvestors. $250. 

5. The Real Story of Libya's Muammar Qaddafi 
A comprehensive review of the forces that placed 
Qaddafi in  power and cont inue to control him to 
th is  day. I ncl udes d iscussion of B ritish i ntel l i-

gence i nput, stemming from Qaddafi's train ing at 
Sand h u rst and h i s  t ies to the Senussi (Musl im) 
Brotherhood. H eavy emphasis is placed on con
trol over Qaddafi exercised by elements of the 
Ital ian "P-2" M ason ic Lodge, which coordi nates 
capital f l ig ht, drug-ru n n i ng and terrorism in Italy. 

Also explored i n  depth are " B i l lygate," the rol e  of 
Armand Hammer, and Qaddafi's ties to fug itive 

f i nancier Robert Vesco. 85 pages. $250. 

6. What is the Trilateral Commission? 

The most complete analysis of the backg round, 

or ig i ns, and goals of t h i s  muc h-tal ked-about 
organ ization.  Demonstrates the role of the com
m ission i n  the Carter ad m i n i stration's G lobal 

2000 report on mass popu lation red uction; in the 
P-2 scandal that col lapsed the Ita l i an government 
t h i s  year; and in the Federal Reserve's h i g h  

i nterest-rate pol icy. I nc l udes complete member
s h i p  l i st. $ 1 00. 

7. The Global 2000 Report: Blueprint for Extinction 
A complete scientific and pol it ical  refutation of 

the Carter Ad m i n istration's Global 2000 Report. 
I ncl udes a review of the report's contents, demon
�trat i n g  that u pwards of 2 bi l l ion people w i l l  die if 

its recommendations are fol lowed; a detai led pre
sentation of the organ izations and i nd ividuals 
responsible for authorship of the report; analysis 

of how the report's "population control" policies 

caused the V ietnam war and the destruction of 

Cambod ia, E I  Salvador, and Africa; analysis of en

v i ronmental ist effort to "re- i nterpret" the BitJle i n  
l i ne with the report. 100 pages. $100. 
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