
I 

EXECUTIVE 

INTELLIGENCE 

REVIEW 

June 14,1977 
Vol. IV 
No. 24 

New Solidarity International Press Service five dollars 



[THIS PAGE IS INTENTIONALLY BLANK] 



© 1977 EIR News Service Inc. All Rights Reserved. Reproduction in whole or in part without permission strictly prohibited.

June14,19n 
Vol. IV 
No. 24 

EXECUTIVE INTELLIGENCE REVIEW 
P.O. Box 1922 GPO New York, N.Y. 10001 

TABLE OF CONTENTS 

INTERNATIONAL 

1 The 'Spirit of Camp Pocantico' 
4 Nelson Rockefeller Eyes The Vice Presidency 
7 Vance Sets Up Confrontation For Belgrade 

10 Mediterranean-Comecon Alliance Reject Wargames 
11 King Hassan II Affair 
13 Arabs Move Toward 'Unified Political Command' 
14 Israel - War Cabinet Formed 
15 A Pre-Belgrade Chronology 

NATIONAL 

1 Rockefeller 'Trade-Off' With Conservatives 
3 Next Step - Impeachment 
4 Young Recites IPS Race Riot Script 
5 Schlesinger Grilled By Science and Tech Cttee 
5 ABC. CBS Debate - War Now Or In 1980? 

ECONOMICS 

1 Banking 
2 Shipping 
4 Steel 
6 Agriculture 
8 First Chicago Corp.: The Hot Air Bank 

ENERGY 

1 Dangers Of Plutonium Fuel Cycle Policy 
3 FEF Holds Conference In W. Germany 
3 Report On Oklahoma Energy Conference 

SOVIET SECTOR 

-1 Soviets: Wall Street Debt Collection Will Cause War 

EUROPE 

1 Novosti: 'Democracy According to NATO' 

Italy 
2 - Union Leader Calls For Anti-War Drive 
2 - Vatican Enters Fight To Avert War 

France 
4 - 'Strategy Of Tensions' Imported 
5 - Rudakov Revelations Break In France 

6 Austria - Kreisky Behind Mideast Gun Running 
7 Belgium - Green Light For Austerity 

MIDDLE EAST 

1 Turkish Elections Increase Coup Chances 

AFRICA 

1 U.S. Sudan Stooges Fuel E. Africa Tensions 

ASIA 

1 Japan - Revolt Against Fukuda's China Policy 
3 Pakistan - Bhutto, Opposition Near Agreement 

LATIN AMERICA 
. 

1 Senator Dole Helps Start Next War 

LAW 

1 FBI Uses Fake Dossier To Frame Up Ogden 
2 NCLC Demands Attorney General Retract 

'Violence-Prone' Slander 

Executive Intelligence Review is published by Campaigner Publications. Inc . •  
231 West 29th Street. New York. N.Y. 10001 - Printed in USA 

Single issue price: $5.00 (U.S.) 
Subscriptions by mail: $225 for 1 year (52 issues) 

$115 for 6 mos . •  $60 for 3 mos. 
Address all correspondence to: Campaigner Publications. Inc. P.O. Box 
1922. GPO New York. N.Y. 10001 



EXECUTIVE INTELLIGENCE REVIEW 
Editor-in-Chief 

Nallcy Spannaus 

Managing Editors 

Linda Frommer 

Don Baier 

Production Editor 

Deborah Asch 

U.S.A.-Konstantin George • Economics-DavidGoldman • Ene'IY-WilliamEngdahl 

Science&Technololy-Morris Levitt. Soviet Sector-Rachel Berthoff • Military StrateD-Paul Goldstein 

Europe-Vivian Freyre • Middle East-Bob Dreyfuss. Africa-Doug/asDeGroot • Asia-Daniel Sneider 

Latin America-Robyn Quijano • Law-Felice Gelman 

IN THIS WEEK'S ISSUE 

Will Belgrade blow up in Carter's face? In 
this week ' s  International Report . . . U.S .  Labor 
Party chairman Lyndon H. LaRouche, Jr. 
anal yzes the " fall back options" to postpone 
i m m ediate thermonuclear c onfrontat ion , 
options being prepared by various m onetarist 
financ ial and political c i rc les around next 
week ' s  European security conference . . .  in
cluding a (Nelson) Rockefel ler deal with U . S. 
conservati ves for a " late I930s" Nazi military 
buildup. A debt freeze, says LaRouche,  is still 
the key to any faction ' s  survival... 

* * * 

C a r te r ' s  N a t i o n a l  S e c u r i t y  A d v i s or 
Zbigniew Brzezinski has planned a " human 
rights" wargame against the U S S R  at Bel
grade ... but top U . S .  " Soviet handlers" are 
terrified their  m an Georgii Arbatov will lose 
al l  leverage in  the Politburo if Carter goes 
through with it. See International Report for a 
report and exclus ive interviews . 

* * * 

Ita ly 's  Andreotti m eets with Tito for 

Me diter r a n e a n  p e a c e  a n d  s e c u r i t y  
zone . . .  Moroccan monarch Hassan I I  makes 
Arab-Israeli "oi l -for-techno logy" peace 

init iative . . .  in preparation for Belgrade, 
m ajor diplomatic moves are underway to de
fuse the war threat . . .  open the way to a new 
world economic order . . . See International 

Report for exclusives on the international 
forces behind Hassan 1I . . . a report and 
chronology on pre-Belgrade diplomacy ... Arab 
unity efforts ,  and the formation of an Israeli 

war cabinet in the explosive Middle East.  

* * * 

Gas deregulation . . . the B-1 bomber . . .  Mr . 
Ki s s in g e r ,  on t h e  s t u m p  for a n t i
communism . . .  that' s  what Nelson Rockefeller 

is offering U . S .  conservatives in return for 
their political support. Our National Report 
r e v i e w s  t h e  w e e k ' s  t r a d e-o ffs i n  
Congress . . .  the factional warfare on the TV 
networks ... Andy Young's

· 
pitch for U . S .  race 

r i o t s  ... Sc h l e s i nger c a u g h t  l y i ng t o  
Congress . . .  and includes articles of impeach

ment prepared for the com ing Cartergate by 
the U . S .  Labor Party . 



International bankers' "third way" out of 
monetary collapse . .. what's on tap , why it 
won't  work . . .  see Economics. Plus a special 
feature on banking incompetence, midwest 
style, . . .  and reports on steel . . . shipping . . .  agri
culture. 

* * * 

Monetarist debt collection poliCies mean 
war . .. and the USSR has a war-winning 
Itrategy . . .  That's the message East bloc press 
outlets delivered last week. See Soviet Sector 
for excerpts from four key articles . . .  

* * * 

The USA is trying to use NATO to bludgeon 
reluctant European allies into line behind its 
provocatory policies, the S oviet press agency 
Novosti maintains in a special exclusive to 
EIR .. .Ieading this week's Europe report. 
Elsewhere on the continent . . .  ltalian trade 
union leader Lama calls for intemational 
worker mobilization to end war th,reat. . .Le 
Pi8aro breaks the "Rudakov revelations" in 
France . . .  Austria's Kreisky nailed in Mideast 
IUD runnin8 scandal . . . Agnelli's "strategy of 
tension" imported to France . . .  plus an E I R  ex
clusive on the faction fight inside the Vatican. 

* * * 

In the wake of the Turkish elec
tions ... bankers are more anxious than ever 
for 'a military regime to enforce debt 

collection . A pre-election coup attempt was a 
near miss . . .  see Middle East. 

* * * 

U . S. stooges in Sudan are still  bucking for a 
U . S . -Soviet confrontation . . .  to be triggered on 
the Horn of Africa . . . by targetting pro-Soviet 
Ethiopia... and escalating Mideast tensions 
over the Red Sea. See Africa ... 

* * * 

Japanese industrial and political resistance 
to Prem ier Pukuda's pro-Carter policies is in 
resurgence .. . and the USSR's  trade and coop
eration initiatives are again on Japan' s  pol
itical agenda. See Asia. 

* * * 

The stupidity of such U.S. conservatives as 
Senator Robert Dole ... sponsor of a resolution 
to torpedo U . S .  normalization of relations with 
Cuba •. . i s  moving the USA closer to confron
tation with the Soviets . See Latin America for 
a news analysis. 

* * * 

An exclusive report by the Fusion Energy 
Foundation's Morris Levitt on independent oil 
and gas producers conference in Okla
homa ...  the PEP's historic conference in the 
West German Ruhr . . .  a news roundup of the 
latest in world energy , developments ... see 
Energy. 
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I 
The 'Spirit Of Camp Pocantico' 

The following sta tement was issued on June 9th . 1977' 
by Lyndon H. LaRouche. Jr. U.S. Labor Party Chairman 
and Presidential candida te: 

Reports and vibrations picked up during the past week 
from key points around the world indicate that all  the 
world's forces are moving into next week ' s  Belgrade 
conference with various com binations of first-line and 
fall-back positions .  The most significant of these 
developments , apart from a consolidation of the new 
Soviet postures, is the centrifugal motion among British 
and Am erican financier circles centering around a high
level meeting in Tokyo and another held at the 
Rockefellers ' Pocantico Hills estate . 

The most up-front of al l  the current operational 
postures for Belgrade is the Carter Administration' s  
effort t o  disrupt the conference with a great howling and 
shrieking over what are called "human rights . "  The 
announced obj ect of that nonsense is to attempt to align 
Western Europe against the Soviets on this issue, and to 
force the Soviets to retreat in the manner of a kicked dog. 
All indications are that that Carter tactic will  not work. If 
it does not work , that signals that the Soviet leadership is 
unbluffable ; it signals that a continuation of the Carter 
confrontationist policy leads to absolute certainty of 
general ,  intercontinental thermonuc lear war. 

In such a case, most probably,  out goes Brzezinski ' s  
policy and so-called "style . "  Out  goes Schlesinger's  
"aura of power" (bluff) . Both the Rockefeller-centered 
and Briti sh-centered fina n c i er-pol it ical  factional  
alignments are then faced with the choice between 
pushing ahead to a certain thermonuclear war or rushing 
into a fall-back position. Fall-back positions are being 
visibly developed all  around . Some of the options are 
clear ; there are undoubtedly others , hidden beneath 
thick veils of deception. 

The Rockefeller Shift 

It has been the developing position of British and 
financially-allied interests over m onths that something 
like the U . S .  Labor Party ' s  International Development 
Bank proposal was probably an included feature of any 
workable solution to the impending general collapse of 
the monetary system.  High-level reports indicate that 
just such an option was mooted behind c losed doors at a 
recent Tokyo meeting. In brief, if present "bail-out" 
options fai l ,  let the Rockefeller and al lied interests go 
under and save the rest of the banking system along l ines 
converging on the U . S .  Labor Party ' s  proposa ls .  

More recently, it is apparent that the Rockefeller 
family made a countermove, a shift highlighted by a 
recent shindig at the Pocantico estate . On the basis of 
results , one would tentatively j udge that Nelson 

Rockefeller has temporarily prevailed in family war
counc ils over Chase Manhattan's  D avid.  

The first sign of the shift in Rockefeller postures and 
al ignm ents occurred immediately following the 
Memorial Day weekend. During the weekend, this writer 
had issued an alert warning,  proposing that special 
watch be maintained for possible military and allied 
moves by Carter Administration forces,  on the basis of 
the strategic j udgment that the Rockefellers had their 
backs to the wall and would not let much time pass 
without a countermeasure to improve their position. 
They moved : on the policy front, obviously consolidating 
a variety of preparatory efforts of the immediately 
preceding period. 

The first signal of a backroom deal came in the form of 
an abrupt, post-weekend shift among Republicans . Up to 
the beginning of the weekend, the debate over General 
S i nglaub ' s  evaluations signalled a rallying of forces to 
c lose in on the Carter Administration on the war issue. 
After the weekend, Senator Robert Dole of Kansas led a 
broad and profound shift in R epublican postures ,  making 
peace with the Carter Administration. Subsequently, 
there came the news of impending revival of the B-1 
bomber program and a S chlesinger turn-about on the 
nuclear energy question. Later, we unearthed in
formation concerning the Pocantico estate shindig and 
correlated discussions .  

Look a t  the problem from the Rockefellers ' standpoint 
for a moment. If Brzezinski falls on his face at Belgrade, 
if  the continuation of the gigantic b luff c learly means 
intercontinental war, what are the options of the 
Rockefel lers as a political interest? Fundamentally, they 
have the same option as the British-centered financier
political interests : to adapt to some version of the Labor 
Party's  International Development Bank proposal.  

The problem works out as foll6ws .  The strategy of the 
Carter Administration to date has been an immediate 
thermonuclear showdown w ith the Warsaw Pact. S ince 
Carter's  labor-intensive austerity package and his 
" energy policy "  means that the United States would tend 
to become a third-rate economic and military power 
relative to the Warsaw Pact over the several years 
ahead, with previous Carter policies a 1977 ther
monuclear showdown with the Soviet leadership is a now
or-never proposition. If the Rockefeller forces decide 
that a 1 977 showdown is  out of all reasonable con
siderations of risk, then they m ust dump the labor
intensive austerity and " energy policies" and go for an 
economic policy agreeable to a sustained U . S .  military 
build-up. 

However, such an economic policy cannot work within 
the context of the austerity bail-out policies of the IMF ' s  
Witteveen o r  the World Bank' s  Robert McNamara . In 
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order to maintain U . S .  economic strength, and to hold the 
NATO alliance together, the U . S .  must accept 
widespread "freezing" ( debt m oratoria) of unpayable 
developing-sector external financ ial debt. If the 
developing' sectors cannot increase their imports ,  then 
the USA's exports will continue to drop catastrophically.  
That means a U.S.  depression worse than that of the 
1930s . 

The only way in which the Rockefeller-centered 
financial interests could be saved from collapse would be 
the use of the U . S .  national debt to fund vastly expanded 
exports into the developing sector, giving the U . S .  dollar 
the degree of relative "hardness " needed to carry for
ward a mass of "frozen" non-performing holdings of the 
Rockefeller and related interests . 

There are many profound reasons why such a 
Rockefeller package is not in the interests of the United 
States and would not work in the long run . However, we 
are considering the Rockefellers ' point of view, and 
therefore must limit our attention for the moment to 
short-term and intermediate-term effects . The next 
three to four years are what we must consider in ap
praising their point of view. 

The Conflict 

The situation is one of war between al lied forces,  an 
effort by the British-centered and Rockefeller-centered 
forces to outmaneuver one another while maintaining a 
kind of alliance on the main points of currently 
operational policies. This is complicated by the fact that 
when a financial interest is engaged in attempting to 
unload bad paper he does not spoil the seller 's  market by 
spreading about his true opinion of bad paper. (Does a 
used car salesman spread the word that his offerings are 
clunkers on the verge of collapse? )  S m i ling faces keep up 
pretenses in favor of knife-in-the-back operations .  

On the monetary front,  the British-centered financial
political combinations have the relative advantage in a 
showdown. Thus , to survive under fall-back-option 
conditions ,  the Rockefellers are obliged to resort to their 
potentially powerful advantage against the British
centered interests : the potential industrial power of the 
U.S . econom y. If they do not, the British-centered in
terests will emerge from any fall-back maneuver with 
David Rockefeller's financial head stuck on the wall  of 
City of London trophy

'
-room display.  To make such an 

option work, the Rockefellers have to turn to the 
American industrialist factions . 

How It Was Set Up 
Up to the week preceding the April 28 ,  1977  Pittsburgh 

Fusion Energy Foundation conference, the U . S .  forces 
allied politically with the British-centered perceptions 
were keeping an option in the' pro-industrial camp. Ex
cepting the turn of British policy in Africa around 
Foreign Minister Owen and the turn in France,  the major 
financial-politic a l  combi nation s  opposed to the 
Rockefellers had the option of aligning with the 
American Whig forces.  During that week, the British
centered forces sold out the flank of the American Whigs . 
Manifestly, the Rockefellers took advantage of the 
cupidity and stupidity of the British-centered forces.  
Now, for the moment, the majority of the Republican 
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Party leadership and what it represents, is back in 
Nelson Rockefeller 's  fold.  

This creates a number of b yzantine alternatives.  The 
only option remaining to the British-centered forces is to 
sabotage the Carter Administration' s  Belgrade caper. If 
the British-centered forces " get there first" in securing 
Middle East peace and Mediterranean security, they 
have the option on OPEC-linked hard-commodity 
reserves and the T -ruble connection, and can build a new 
monetary system around the Mediterranean as its 
c enter-of-gravity. Then, Rockefeller takes the plunge. If· 
they do not, then Rockefeller has the advantage, and 
ends up picking the British-centered interests ' pockets 
amost at leisure. 

As noted before , the Rockefeller caper has the ring of 
Nelson, and not David. Unless Belgrade goes pretty 
m uc h  according to Brzezins ki ' s  script ,  David 
Rockefeller 's  strategic game is stuck in an impasse. Bug 
brother Nelson then steps in to rescue David from the 
mess .  One can almost hear Nelson's key spokesmen 
sadistically instructing David' s  boys : " Political muscle 
is what makes paper powerful . " David has attempted to 
dictate political power from a monetary position ; 
Nelson ' s  style is to dictate m onetary advantage from a 
standpoint of political power. 

Those may not yet be conscious Rockefeller per
ceptions , but they represent the asymptotes upon which 
Rockefeller pragma tic perceptions are obliged to con
verge . 

This does not mean that Nelson has gone over to a large 
degree of agreement with the Labor Party proposals. 
R ather, it echoes the way in which monetarist and in
dustrialist interests were slammed together under the 
Nazi regime.  Austerity is Rockefeller policy - Nelson's 
or David ' s  - but the model now emerging around the B-1 
package echoes the way in which the Rockefeller-linked 
monetarist interests in Hj almar Schacht's Germany 
bought off the anti-Hitler industrialist forces by offering 
them military contracts in place of " RapaUo"-style 
trade with the Soviet Union. 

A retreat from Belgrade to a Nelson Rockefeller
conservative alliance only, at best, postpones rather than 
ends the danger of thermonuclear war. 

A Rockefeller policy will  tend intrinsically to be 
m odelled upon the Nazi example. There will be a 
massive input of capital into m ilitary spending and 
development, and a nuclear energy policy consistent 
with the scale of mil itary spending expected. There will, 
however, be a military-econom y  style of economic 
recovery like that of post- 1 933 Nazi Germany, with 
massive austerity, rising tax burdens and consun:ter 
commodities inflation and union-busting.  As occurred in 
Nazi Germany by 1936-1937 ,  the austerity side of the 
package will impel the internal U . S .  economy toward 
breakdown, and, then, at best, the same impulse that 
drove Hitler to war from 1 938 onwards,  will govern the 
ruling political forces in the U . S . A .  

Strategic Stupidity 

If that scenario is p layed out, then, instead of ther
m onuclear war in 1977 ,  we would have a thermonuclear 
war by about 1 980 - which the United States would lose. 
The B-1 bomber is symptomatic of that fact.  



Anyone who takes the $IOO-plus bil lions B-1 program 
seriously as a military capabilities program is. as the 
saying goes.  some kind of a nut.  The new series of 
weapons being developed in the Soviet Union are con
verting all bombers of the future into the equivalent of 
targets for a captive duckshoot . In terms of military 
technology.  the bomber and the tactical-support aircraft 
(as a form of arti llery) are on their last legs - rendering 
the interceptor similarly almost obsolete. 

Bombers and tactical-support a ircraft are. in term s of 
military history . an intermediate phase in the evolution 
of arti llery. a way of delivering artillery fire over longer 
distances and with greater accuracy than by existing 
modes of artillery as such. As rockets are freed from 
fixed-launch positionings and increase their accuracy .  
and as yields o f  warheads a r e  qualitatively augmented 
toward the 1 00-megaton range by Soviet and related 
advances in plasma physic s .  all the advantages of 
manned. surrogate forms of aerial arti llery p latforms 
vanish. and the aerial artillery-platform is distinguished 
as a target for the new generations of counter-measures 
available . 

The manned aircraft does not vanish. As existing 
forms of manned aerial artillery-platform s becom e 
obsolete means. the military aircraft of the future sup
p lements the principle of mounted shock-infantry and 
brigades of armed personnel carriers as a means for 
delivering shock-infantry brigades to their fighting 
positions .  The m i litary aircraft of the future will be an 
arm of the mounted infantry and cavalry. not the ar
tillery. 

A manned aircraft is a manned aircraft. When it flies 
low or high . fast or creeping. whatever confetti and ar
mament it carries.  whether its artillery is  a gravity
bomb. a fired proj ectile or a rocket. the basic principle of 
killing such a craft remains the same.  as the principle of 
killing a sub or tank also remains constant. Contrary to 
Warner Communications ' " super-hero" comic features 
for infanti le masturbators . there are no invulnerable 
miracle-weapons .  The princ iple of killing a manned air
craft is that it moves in the sky. whether at low. high. or 
middle altitudes . and therefore inherently the most 
eminently detectable and targetable of all  military in
struments ! Since we have entered technologically into a 
new range of means for detection (at al l  altitudes) . and 
entirely new means of killing such a craft upon detection. 
the flying artillery platform is on the verge of joining the 
massed-cavalry charge in the military m useum . 

The fact that flying personnel carriers will still be 
useful follows from the way in which wars of the present 
and imm ediate future would be fought. The infantry 
assaults fol low the massed arti11ery "sanitization . "  at a 
point at which the initial capabilities of principal forces 
have been expended . Ground warfare is the second phase 
of modern thermonuclear warfare.  the war-winning 
phase. in which the infantry once again asserts its fun
damental position in war. The aircraft deployed as part 
of the first phase of warfare wi l l  shortly become prin
cipally targets of little net effectiveness . After the first 
phase has ended. the effects of the first phase will leave 
holes in the advers a ry ' s  ant i -a ircraft defense 
capabilities into which surviving personnel carriers can 
deploy with a militarily tolerable degree of risk .  

The related problem is that the U.S .  strategic
· 

establishment has been saturated to the ears over a 
period of 30 years with the utopian perversion of the old 
World War I I  "air-power" doctrine .  They are operating 
on the Kissinger-McNamara doctrine of programmable 
escalation options within the asymptotic l imits of 
maximum deterrent capability.  

They have the two phases of war backwards.  With or 
without an accompanied m easured "counter-force" 
launch against an adversary' s  strategic first-line 
capabilities, their strategic scenarios are all premised on 
the imbecilic , 1 8th-century-modelled assumption that 
adversaries will attempt to seek a winning decision 
rather than winning an actual war.  That is ,  as in chess, 
the p layer who sees his future gam e  is lost, gives up -
acknowledges that he has lost the decision - without 
p laying out the game to the end. This is based on the 
assumption that to win a mi l itary decision at the lowest 
relative risk of invoking the adversary' s  total "deterrent 
capability . "  forces wil l  fight s l ightly ABC-escalated 
conventional wars first, before going to the decision for 
full deterrent deployment. 

This foolish conviction has been reenforced by a gross 
m isevaluation of the Vietnam War. It  has been assumed 
that Soviet strategic response to the U . S .  involvement in 
Vietnam is a model for a direct confrontation with 
Warsaw Pact forces ' basic strategic capabilities .  They 
overlook the gist of Soviet Vietnam policy : to avoid 
beginning a direct encounter between Warsaw Pact and 
NATO forces . because such an encounter begins with a 
total Hour-One deployment of intercontinental ABC 
capabilities .  

S o .  i n  consequence .  a weapon. the B-1 . was put up for 
consideration on the basis of a war-fighting scenario 
which will cease to exist before the first flight comes off 
the runway.  

The related economic-policy problem is this .  The 
ability of a nation to develop a realized war-winning 
capabi lity depends upon its realization of developed 
technological and cultural advantages in depth. It is the 
broad economic base of a society which determines its 
strategic potentialities in all respects .  The strategic folly 
of the recent alliance of Rockefeller and some con
servative forces is that they are committed to a loser's 
strategic economic policy .  and are attempting to salvage 
a war-winning military strateg y  within a loser's  overall  
policy .  

Culture i s  Decisive 

There are three distinguishable levels of culture in the 
so-called industrialized nations . 

The highest level of culture in the world today is 
represented by the leadership of the U . S .  Labor Party 
and its circles of scientific collaborators . This is a culture 
based on a positive conception of non-linear. negentropic 
processes as the fundamental ordering of nature. 

The next highest-level of culture is represented by 
Soviet science. Soviet ideology in  general is inferior to 
the Labor Party's  culture because it cl ings to a 
m echanistic conception of the lawful ordering of nature. 
However. within that crippling ideological flaw. Soviet 
theoretical-empirical science is overall  between two and 
four years ahead of the prevai l ing level in Western 
E urope and North America .  
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On the lowest level is the monetarism-dominated 
empiricist-nominalist or pragmatist culture dominant in 
the United States and British leading c ircles . 

This configuration is not accidental .  We of the Labor 
Party are the most advanced. modern continuation of the 
Erasmian tradition in European culture . the tradition 
exemplified by Descartes.  Leibniz. and the faction of 
French Freemasons who become the followers of Ben
jamin Franklin. Opposite to us .  representing the Lowest 
relative level of moral and intellectual culture are the 
heirs of Franklin 's  enem ies , the heirs of Pitt. Hume, 
Bentham, and Marat : the monetarist faction against 
which the American Revolution was fought. In between. 
historically semi-Erasmian humanists who have com
promised intellectually with nom inalist ideology, are the 
Soviets . 

Otherwise. as I have developed this in my The Case of 
Walter Lippmann,  the skilled American trade-unionist, 
the black worker who wishes to become a skilled trade
unionist or professional, and the hard-core of our in
dustrially oriented population, our high-technology 
farmers are also Erasmians by instinct, the heirs of 
Benj amin Franklin by instinct. ' 

At the moment, you face a Hobson' s  choice. Do you 
wish to die in thermonuclear war during 1977 because of 
the Carter Administration' s  presently operational policy, 
or do you wish to die of thermonuclear war about 1980, 
because of the Rockefellers ' fall-back position for the 
case the Belgrade caper fails? 

Your alternative is the Labor Party. Can you, at last, 
begin to get it through your stubborn heads that you have 
no other real alternative? 

Nelson Rockefeller Eyes 

The Vice-Presidency 
The following statement was released on June 1 1  by 

Lyndon H. LaRouche. Jr. , U.S. La bor Party chairman 
and presidential candida te: 

There is more than a hint in the wind stirred up by 
Henry Kissinger's current travels ,  that Nelson A.  Rocke
feller might be president of the United States by early 

�·1 978.  The boys in the backroom have had it with the 
bungling incompetence of the Carter Administration and 
Nelson is heading up one of the major combination s 
planning the process of making rep lacements . 

The urgent practic al question this p laces before the 
nation and the world is: What sort of a policy will  emerge 
from the process of Cartergating? A critical look at pre
liminary indications of Nelson ' s  and Henry Kissinger 's  
policy-changes is a useful way of defining all the major 
options for the period immediately ahead. 

The fact that Nelson is now back in the ranks of con
tenders for the Presidency is important. Whether he is  
a�tually nom inated as Walter Mondale 's  replacement
clearing the way for the subsequent Carter resignation -
is not in itself the issue. The fact that he must now be con
sidered a contender forces attention to the kinds of policy 

. questions to be faced. 

David Rockefeller's Big Fumble 

On performance, one must conclude that the heirs of 
John D. Rockefeller II operate as a family council in 
making the governing decisions of the family forces as a 
whole. Until most recently,  David Rockefeller 's  Tri
lateral Commission and its Institute for Policy Studies 
" left CIA" sidekick have obviously  had the upper hand. 
Chase Manhattan was the center of policy-interest per
ceptions ,  and David's Zbigniew Brzezinski expressed the 
"new style" to replace that of Nelson ' s  Henry Kissinger. 
Under Brzezinski and Brzezinski ' s  puppet Carter, things 
went rapidly from bad to worse on all fronts .  At the point 
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of i m minent chaos , the family had, so to speak, another 
counc il meeting, bringing Nelson out of his semi-retire
ment.  

It would be extravagant to suggest that the family has 
decided to put Nelson into the Presidency by way of the 
Vice-Presidency.  Such possibilities may have been dis
creetly mooted, but that is not the primary purpose of the 
gam e  presently afoot. The primary concern is to bring 

. the family out topside of the looming monetary collapse. 
It is that primary coricern which dictates going after the 
other crowd' s  boy, Walter Mondale.  Not only does Mon
dale belong to the other crowd, but under present law,  
dumping the incumbent Vice-President first is the 
necessary preparatory step for replacing a President 
between elections.  Nelson, who has never despised the 
ambition to become President, can not have overlooked 
the implications of the situation. 

The central issues are the interconnections between 
the economic and military strategic situations . The Tri
lateral Commission's  approach to the monetary problem 
was to impose a drastic form of Schachtian super-auster
ity on both the OECD and developing nations.  a proj ect 
which depended upon a Soviet leadership capitulation to 
a gigantic thermonuclear bluff. As the Carter "energy 
policy" exemplifies, the Trilateral austerity program 
m eant that the NATO countries '  industrial potential -
and hence their war-fighting potential - would rapidly 
deteriorate during the 1 977-1980 period relative to the 
Warsaw Pact. Furthermore, as long as some OECD and 
developing countries had the backing of Soviet economic 
cooperation, their political structures would resist the 
Trilateral Com mission's  hyperinflationary super-aus
terity package. Thus , unless the S oviet Union backed off 
from all cooperation with the " outside world, "  and also 
gave up a maj or part of its mil itary potential during 1977,  
the Trilateral Com mission package was a total failure. 

With this thought in the background, consider each of 



the Carter Adm inistration ' s  bungles from the standpoint 
of Nelson Rockefel ler 's  worried advisors . 

1. A Soviet leadersh ip backdown depended upon 
strengthening the influence of the " soft-liners" in the 
Politburo and Central Comm ittee .  The Carter Adm ini
stration, especially through Brzez insk i ' s  wave of terror
ism and "human rights " gambits , has discredited the 
"soft-l iners " and has brought the m i litary and related 
Soviet factions into almost a dom i nant position. The 
possibi lity of a successful therm onuclear bluff against 
the Warsaw Pact leadership is  now virtually ni l .  

2.  J .  Paul Austin 's  "perfect puppet , "  Jimmy Carter, is  
so obviously an unstable and fool ish creature that his ex
posure to NATO heads of state , combined with his 
pol icies ,  has evoked disgust among al l  of the United 
States'  principal allies .  

3 .  The com bination of  the Carter Administration's  Tri
lateral austerity pol ic ies ,  its electoral-fraud bill, its 
pushing of decri minalization of drugs,  and its arrogant, 
grossly impeachable corruption i n  abuses of office,  and 
the Carter Adm inistration style generally ,  had driven the 
formerly-demoralized conservative R epublicans and 
Democrats alike toward the threshhold of launching an 
impeachment process on their own.  

David Rockefeller's Tri lateral Com m ission combi
nation was on the verge of beco m ing a disaster, generat
ing pol itical instabi lity in  the nation and the all iance at 
the verge of a combined monetary collapse and a suic idal 
thermonuclear bluff against the Soviet leadership.  At 
that juncture, Nelson stepped in to bend with and coopt a 
large segm ent of the opposition to Carter. The possibi l ity 
to pull off such a cooptation rested principally in the fact 
that the maj ority of conservative , industrial and irade
union leaderships so far lacked the combination of per
ceptions and guts to carry through a fight even when 
victory is  in sight. Nelson, habituated to the possession 
and use of power, had a min imum of difficulty in  han
dling the situation. 

There are, in fact, only three forces within the OECD 
countries which have the capabi l ity of leading those 
countries at the present t ime,  the Rockefeller-centered 
group , a British-centered group of financ ial-political 
interests, and the leadership of the U . S .  Labor Party . No 
other forc es have the combinations of pos ition, per
ception and guts to perform an effective leading role . 

When the American Whig forces in the United States 
allowed themselves to be manipulated out of regroup ing 
around the U.S. Labor Party, they degraded themselves , 
in the main to a marketable political com modity to be 
taken over by wh ichever of the other leading forces -
either the Rockefellers or the British-linked crowd -
moved in first to pick up their options .  Granted, the 
process set into motion over the Memorial Day weekend 
has a long way to go, with new critical developments 
looming.  Nonetheless ,  for the mom ent, Nelson Rocke
feller is on top , with most of the U . S .  conservatives in his  
political pocket. 

Wha t Nelson and Henry Will Do 

Although Nelson and Henry regard the Labor Party as 
an adversary force in  the political s ituation, in their 
design of their own policies they wil l  be guided to a very 
large degree by what they regard as the Labor Party's 

correct reading of the strategic  economic and political 
situation . In part, they will be  guided by the w idespread 
perception among bankers and leading political circles 
that this writer 's  public proposal to found a private Inter
national Developm ent Bank was one of the sl ickest politi
cal operations ever pulled. 

The private International Development Bank is  not 
j ust some sort of political  trick.  If it were , it would not 
have succeeded as it is in the process of succeeding now . 
It i s  politically a kind of double-edged sword. As a 
straight-forward proposition, such a bank establ ished 
under the leadership of this writer, wil l  work exactly as 
proposed. In  that case, the forces grouped around this  
writer would, in  effect, deter mine world monetary and 
economic pol icy.  That i s  one edge of the sword. At the 
same time, every leading banker knows that the bank 
would succeed ; that is  the second edge of the sword. 

I really put the proverbial  cat among the proverbial  
p igeons with that news release. E very major financial  
i nterest was immediately confronted with three prob
lems .  Should he join me,  directly or indirectly? Would 
the opposite maj or financi a l  faction j oi n  me,  d irectly or 
indirectly? Would the opposition move independently of 
me to try to set up such a banking arrangement on its 
own? Whoever first sets up such a bank, such a new hard
com modity-credit monetary syste m ,  wins and dumps the 
opposition into the category of losers . Whoever does not 
make the move becomes the loser . Such is the force of 
ideas whose time has come. 

It i s  sl ightly more diabolical .  Whoever acted first to 
attempt to block my influence,  and stuck to that posture , 
set himself up to be c lobbered b y  the opposition. If the 
Rockefeller-centered interests take a position aimed at 
blocking me,  then they are creamed by their financial 
opposition. I f  their financial opposition positions itself to 
block m e ,  the Rockefellers can cream the m .  

There is one further twist.  T h e  new monetary system 
can not succeed as an on-going propos ition except by 
following closely the econom i c  policies I have proposed. 
This  creates a double problem for both main financier
political factions .  F irst, unless the U . S .  and Western 
E uropean nations follow the econom i c  policies of the U . S .  
Labor Party on energy matters a n d  the " freezing" of 
Third World Debt, the Soviet U n io n  wil l  move rapidly out 
front with a technological  advantage . Second, their very 
expertise as monetarists makes it almost i mpossible for 
them to'\ understand the U . S .  Labor Party' s  knowledge 
concerning the determining relationships between mone
tary processes and real econo m y .  

Hence, if  they are rational ,  t h e y  are obliged t o  follow 
the main lines of the Labor Party policy, both imme
diately and over the period ahead. If they are not entirely 
rational,  if  they look only for the short-term advantages 
and ignore the longer-term problems,  then we are out of 
the i m m ediate war-danger but plunging i nto a new mess 
during the period ahead. 

For the present, we are obliged to assume the worst. 
We must assume that Henry and Nelson wiU follow only 
the short-term implications of the U . S .  Labor Party 
policy and wil l  tend to irrationally igriore the inter
mediate-term problem s .  We have to assume that they 
wi l l  tend to opt for a modified version of a"" m i litary-eco
nomy" austerity policy, a modified version of the Nazi 
war-economy model. 

INTERNATIONAL 5 



Henry Resurrects the SAL T Talks 

One very important feature to watch c losely will  be 
�

:Henry Kissinger' s  efforts to rescue the Soviet salt nego
tatiations from the bungling hands of Carter, Brzezinski ,  
Vance and Warnke.  Henry wil l  reason as follows.  "The 
Soviets will not trade something for nothing. If we wish 
them to reduce their strategic m il itary potential, we 
must create some merchandise to trade off. Let's  com
mit the NATO countries to a massive strategic weapons 
build-up - take whatever is on the drawing-boards and 
start cranking it out. Don' t  worry whether it' s  strategic
ally sound. It isn't for fighting; it 's  for trading
purposes. " 

Henry will continue : " I  know the Soviets . They' l l  go 
ape. This m eans that they will  be faced with cuts in the 
five-year budget for civilian ite m s  in order to match our 
output. When that pressure builds up sufficiently, we can 
get the SALT through pretty m uch the way we planned . "  

Henry will tend to argue j ust that way, and Nelson and 
the others will tend to go along.  It  won't work, but Henry 
and the rest will strongly believe it wil l  work . 

Their problem is that they are incompetent in the ABCs 
of m ilitary strategy, but stoutly believe otherwise. 
Nelson is a pragmatic utopian to the core, and Henry has 
been teethed on his studies of Metternich and Bismark, 
with a credulously simplified view of their ostensible 
successes . Metternich and Bismark were successful be
cause the City of London bankers and the Rothschild 
house rigged the game of nineteenth c entury European 
politics .  Thus, from excessive adm iration of the two 
" statesmen" one adduces sets of rules which operate on 
condition that the game is suitably rigged. Concerning 
the fundamentals of strategy, those principles which are 
determining in respect of well-matched adversaries in a 
non-rigged game, Henry' s  excessive self-confidence is 
key to his downfall .  

The technology of Soviet strategic thinking is shaped 
by an industrial-development policy which emphasizes 
new scientific technologies as the pathway to leap
frogging the economic developm ent of the industrialized 
capitalist sector. The point has been reached at which ad
vanced technology, rather than new versions of existing 
devices, are the decisive margin of upset of the so-called 
strategic balance.  

For example. The "philosophy" of the B-1 bomber is a 
flying second-strike capability. Not only is this absurd
for reasons we have given earlier - in terms of the ac
celerating obsolescence of all  such flying artillery plat
forms, but the principle of " second strike" does not oper
ate in an actual intercontinental ABC war. Thus , if  Henry 
proposes to put a 1979-1981 ·  fleet of B-1 "second strike" 
capabilities on the table as a bargaining counter with the 
Soviets , they will merely offer quid-pro-quo : they will  
agree not to produce an equivalent number of such 
bombers , and laugh about the m atter afterwards in pri
vate. 

For example, that present modification of the 1 940s 
Nazi V-I "buzz bomb, " the "cruise missile . "  \Apart from 
the fact that it is a lousy weapon, inherently susceptible 
to all sQrts of countermeasures ,  it i s  a m iserable item for 
trading-purposes. First, they will  be counted by the 
Soviets as equivalent to intercontinental missiles.  The 
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Soviets will  say that any ABC warhead which can reach 
Warsaw Pact targets is the same as any other warhead 
of s imi lar scale which can reach the same Warsaw Pact 
target. Whether a missile is launched from Nebraska or 
off Scotland' s  coast m akes no difference to the target. 
S econd, the existence of such objects creates a risk of un
intentionally triggering the kind of Soviet alert which 
produces an immediate, full-scale Soviet launch .  

Agreed, the Soviets w i l l  have fits about a new arms 
race .  However, if the lessons of the Vance SALT fiasco 
are noted, the fact of starting an arms race will increase 
Soviet determ ination to develop their margin of war
winning advantage. Their negotiations of SALT agree
m ents will  follow strict line-for-line target-equivalence 
by type horse-trading. The result will  be either no SALT 
agreement, and an uncontrolled arms race, or a growth 
of Warsaw Pact marginal war-fighting advantage with 
emphasis on new technologies . 

If the Nazi mil itary record is studied more rigorously, 
the fundamental error in Henry' s mooted policy shows 
up clearly. The initial Nazi victories were not the result 
of any inherent superiority of the Nazi war machine. The 
Nazi war machine was, relatively speaking, vastly in
ferior to the Kaiser' s .  The 1 940 fall of France was not the 
result of Nazi weapons superiority, but of the stupid 
Anglo-French political strategy from Munich 1 938 
through June 1 940 . The initial successes of Barbarossa 
were not a reflection of Nazi superiority over the Red 
Army, but a R ed Army caught flat-footed by a political 
intelligence failure in the Krem lin,  the assumption that 
the Nazis were "too realistic " to attack the Soviet Union 
before first conquering England. The Nazi emphasis on 
" Blitzkrieg" reflected a lack of in-depth war-winning 
capabil ity against their adopted adversaries as a whole, 
a Blitzkrieg policy which depended upon the same basic 
sort of incompetence of political-strategic perception 
which presently governs the NATO command. 

Henry, one of the architects of the form of "deter
rence" policy which has governed the post-1957 period, 
has apparently not yet realized that there will be no 
" s econd strike" in intercontinental war. The first and 
only strategic ABC strike - excepting naval warfare -
will  be a " kil l" aimed at the population and logistical. 
centers of the United States , to eliminate the United 
States as a functioning nation during Hour One, elimi
nating the in-depth war-fighting capabilities of NATO 
forces .  That capability the Warsaw Pact presently has . 
As yields of warheads are increased, that capabilit� will 
increase even with a higher-missile-kil l  ratio achieved by 
the USA through replicating Soviet beam techniques . 
With that we have to live as long as the potential-adver
sary relationship between NATO and the Warsaw Pact 
persists . No SALT negotiation can change that funda
mental. All arms races in search of a negotiating ad
vantage for SALT are ultimately sheer waste and folly. 
Henry might develop a more p lausible approach than the 
Carter Adm inistration has adopted,  but it would not pro
duce any fundamentally different results . 

Ironically,  a correct USA m i l itary policy - j unking 
austerity for massive, broad-based technological pro
gress ,  through a new monetary system based on the 
International Development Bank - would readily enable 
the USA to overtake the Soviets in technology within a 



few years . but it would also.  indirectly . el im inate the 
possibil ity of war. 

The Rockefeller move is  an i m portant element in the 
present situation . but it is not by any m eans a consoli
dated position . 

In the United States itself .  there are four cruc ia l  ele
ments to be cons idered . Up front at the mom ent is the 
Rockefeller move. By threatening to save the Rocke
feller-centered interests at the expense of the other 
powerful financ ier-political crowd, Rockefeller has 
virtually declared war on that crowd. They will not 
passively await Rockefeller ' s  victory . In between the two 
financ ier-political forces,  there i s ,  m ost prom inently,  the 
burgeoning mass of Fabian and neo-Fabian machines. 

which will react as a kind of F rankenstein monster, 
attempting to assert its own special interest in the 
s ituation . F inally,  there is the Whig process focussed 
upon the Labor Party. 

These four processes afoot , and their interactions are 
the new political reality inside the United States . Unless 
some damned fool plunges ahead on the established 
track toward 1977  general war, it is the interplay within 
the new political situation which wil l  determ ine the 
actual outcome of developments coming toward a head 
this  October and November. In this process,  I intend to 
establish the International Development Bank, and to 
attempt to be sworn in as the U . S .  President as soon as 
possible thereafter. 

Vance Sets Up Confrontation Fo r Be l g rade; 

Harriman Circles Fear B l owu p 

One week before the June 15 Belgrade Conference on 
Security and Cooperation in Europe, President Carter 
reaffirmed his intention to sabotage the 35-nation meet
ing - which is scheduled to elaborate agree ments 
concluded at the 1 975 Helsinki C S C E  - by provoking 
Soviet representatives into " stor m ing out and going 
home."  In a characteristic display of "J ungle J i m "  
breast-beating and war-hooting,  t h e  i m perial Adm in
istration announced June 7 it is " going to call the Soviets 
to accounts " for hundreds of al leged violations of the 
Helsinki accords , which the Ad m inistration cla i m s  to 
have "documented" in a 93-page report released June 6. 

Carter ' s  attem pted replay of his fa i led Moscow SALT 
strategy to induce the Soviet Un ion to make uni lateral 
concessions and sacrifices - this time around by 
demanding the USSR cede its national sovereignty to the 
Tri lateral Com mission Adm in istration in the U . S .  - has 
terrified leading circles in his own party loosely grouped 
around former New York Governor Averell  Harriman.  

Responding worriedly to sharp Soviet  attacks on 
Carter by name for assum ing the pose of "mentor to the 
USSR and the other soc ialist countries , "  Harvard Soviet 
affairs expert Marshall Goldman volunteered this week 
that Carter's policy of provocations on the human rights 
issue could easily explode out of control ,  leading to a 
direct superpower m ilitary confrontation. " Words are 
being exchanged that heighten the tension.  Things like 
this develop a mom entum of their own. Bantering is 
suddenly out of control , "  Gold mansaid .  

Reflecting the substantial l iberal D e m ocratic backlash 
to Carter ' s  human rights offensive,  Vice President 
Mondale attempted to moderate the Admini stration's 
pol icy and allay libera l fears in  a speech to the Naval 
Academy June 8. "This Ad m i nistration is  not going to be 
strident in our defense of human rights , "  he declared. 
"We're not seeking to throw down a gauntlet before any 
nation. Nor do we have any i l lusions that regimes which 
rule by force and terror will  change overnight . "  

Vance Throws Down The Gauntlet 

I n  testimony June 6 before the Washington, D . C.-based 
Com m i ssion on Security and Cooperation in Europe,  
informally dubbed the Helsinki  Oversight Comm ission, 
Secretary of State Cyrus Vance insisted that the U . S .  will  
demand a " m ethodical review "  of Eastern European 
human rights violations at the Belgrade conference. This 
" review , "  he pledged, wi l l  pre-empt " grandiose new 
p roposals" by interested parties,  such as Italian Prime 
Minister Andreotti ,  to cdnclude and extend j oint Western 
development agreements to the nations of the Mideast 
and Mediterranean basin.  Vanc e ' s  remarks incited 
Rockefeller Republican Sen.  Clifford Case to call  for "the 
kind of knock-down, drag-out confrontation that I think is 
needed now " at the Belgrade conference .  

One of the specific cases around which the United 
States plans to stage a major disruption involves the 
R ussian-U . S .  agent-provocateur Anatoly Scharansky, 
whom the Soviet governm ent has charged with treason 
for working with the CIA.  Pat Derian, State Department 
coordinator for human rights , complemented Vance' s  
remarks in a n  address t o  the National Democratic 
Forum June 6 in which she threatened that if  the USSR 
conducts a public trial for S charansky, " It wil l  be a very 
serious matter for Belgrade . "  

'Human Rights Explosion' 

U. S .  Ambassador to the United Nations Andrew Young 
previewed the Administration' s  Belgrade wrecking 
tactic in  a remarkable interview in  the current issue of 
Playboy Magazine, which in recent months has upstaged 
Foreign Affairs as the Administration' s  favorite forum 
for announcing foreign policy initiatives.  Young 
predicted that the Soviet Union would soon experience a 
"human rights explosion. You ' l l  have literally hundreds 
of thousands of dissidents rather than a few hundred as 
you have now , "  he prom ised. " There wil l  be more and 
m ore mass action for freedom . "  
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The Soviet leadership reacted sharply to Carter' s  
deliberate attempts t o  transform the Belgrade meeting 
into an East-West confrontation over human rights,  
warning that Carter's reckless provocations could lead to 
hostilities .  A TASS release June 7 charged : " James 
Carter has assumed the role of m entor to the USSR and 
the other socialist countries,  using the most absurd and 
wild concoctions borrowed from the stock-in-trade of 
reactionary bourgeois propaganda. Such a stand can 
only be seen as another attempt at interference in the 
internal affairs of the USSR and the other socialist 
countries. Those officials in the U . S .  who are encourag
ing anti-Sovietism would do well to keep in m ind that 
such a hullabaloo, whil'e it wi l l  not make socialism budge 
an inch, will  have an adverse effect on Soviet-American 
relations and detente as a whole. " 

The TASS statement underscores that the Soviet 
leadership does not want war, but may have no other 
alternative if Carter succeeds in wrecking the Belgrade 
conference and precipitating a superpower showdown . 

Fabians Get Very Nervous 

The unm istakable warning delivered by the Soviet 
leadership has forced even the most staunch Carterites 
to reconsider their Belgrade tactic .  Martin S letzinger, a 
staffer for the Helsinki Oversight Com mission, reported 
June 9, "There has been a subtle shift in our negotiating 
posture at Belgrade . We don 't  want a confrontation . "  
Only one week before , S letzinger and one o f  his 
colleagues at the Com m ission had predicted, "The 
Soviets will storm out and go hom e . "  

A well-connected source outside the government 
subsequently revealed that State D epartment Soviet 
affairs specialists are angry at Carter, prefering serious 
negotiations to open conflict at Belgrade. 

The sober reassessment of Carter' s  Wyatt Earp 
shooting tactics at Belgrade stems in part from the 
growing realization that the " A merican stereotype of 
Soviet Russia as a 1 9th Century country with a 20th 
Century mil itary establishment" is false.  Making that 
observation June 9, syndicated columnist Joseph Kraft 
pointed out that "the Russians are making slow but 
steady progress in such matters as technology, economic 
development and coping with social proble m s . "  The 
Soviet Union, he warns, " cannot be i gnored, nor bullied, 
nor mastered, nor run into the ground .  The Soviet Union 
has to be lived with."  

A close Harriman associate from the Midwest 
elaborated Liberal dismay at Carter's negotiating 
posture, declaring that his "hang tough" style on SALT 
and the Belgrade conference had only resulted in stiffen
ing Soviet opposition to the Carter Administration and 
had furthermore strengthened the hand of hardliners in 
the Politburo, at the expense of A merican agents like 
Georgii Arbatov of the USA Institute . Confidentially, he 
said, Carter's " Jungle J i m "  act has confirmed Soviet 
suspicions that the U.S . President is a creature of David 
Rockefeller and that "now the Trilateral Com m ission 
runs the government , "  rendering the East Bloc Arbatov 
networks virtually useless ,  and from the Soviet point of 
view , totally expendable . 

At a recent cocktail party in Washington , D . C .  friends 
and colleagues of Harriman, the former U . S .  Am
bassador to Moscow, excitedly babbled, "The whole 
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situation is getting out o f  hand . "  A top aide t o  Senator 
Ted Kennedy commented on Carter' s  Belgrade policy, 
" It ' s  going to backfire . E veryone knows there' s  a lot of 
a m m unition the Soviets and E uropeans can use against 
the United States on human rights . . .  the racial issue . 
We'l l  take a licking at Belgrade if it continues . "  

Sov i et Expert : Th i ngs Ca n 

Sudden Iy  Get Out  Of Contro l  

The following interview with Marshall Goldman, A 
Soviet Affairs expert a t  Harvard, was made a vailable to 
the Executive Intelligence R eview : 

Q: There has been speculation in liberal Democratic cir
cles that the Soviets will  possibly walk out at Belgrade in 
response to President Carter.' s human rights campaign. 
Do you think this might happen? 
A :  I don't  think that will happen, the R ussians don't  like 
to be challenged but they will not break relations or boy
cott. But that is not the same as saying detente won't  be, 
effected. Words are being exchanged that heighten 
tension . Things like this develop a momentum of their 
own. It 's like a husband and wife bantering ; things like 
this suddenly get out of control .  We began this after the, 
first SALT collapse. We increased the military budget, 
adopted a hang-tough position, although there is no cold 
war atmosphere in this country. 

Belgrade means a lot to the Soviets . They want to in
crease trade in the spirit of Belgrade. There will be in
creasing economic ties between east and west at Bel
grade. The Russians themselves won't come without a 
case on human rights : that the U . S .  has not implemented 
human rights fostering hi the case of the Black Pan
thers , Wilmington 10 ,  that they didn't allow in Soviet 
trade unionists . 
Q: Someone I talked to recently was worried that the 
deteriorating U . S . -Soviet relations could mean a blow up 
at Belgrade. and that this deteriorating relationship 
could mean that if the situation in the Middle E ast for ex
ample,  erupts, then it would m ean worldwide crisis .  
A: There is reason for concern. It would be much better 
if we also talked about disarmament as well as trade 
along with the human rights issue.  The State Department 
Soviet Affairs division is very upset at this.  I see the dan
ger of the Middle East veering into a crisis .  I would 
readily agree that tensions are greater now than prior to 
Carter's election. 

• • • 

Arbatov Ca n ' t Get Th rough 

To The Top 
The follo wing is exerpted from an interview with a 

political intelligence opera tive connected to A verell 
Harriman provided to Executive Intelligence Review by 
an independent journalist: 

Q: Our information tells us that Carter and Brzezinski 
are going to push human rights very tough at the up
com ing Belgrade conference and try to force the Soviets 



to storm out of the place. D�n't you think that may be too 
brash? 
A :  Really? I hope not .  �ou heard that they' re going to 
push very hard at Belgrade? Maybe force the Soviets to 
storm out? 

Q: That's what Brzezinski appears to be planning . 
A :  Well I ' l l  tel l  you that would be a m istake right now . 
The human rights thing is good at certain times for cer
tain things.  Hmmm . . . .  Let me tel l  you som ething . I was in 
Eastern E urope and the Soviet Union j ust about a week 
after the Carter election victory last November, so I 
know how their perceptions have changed over the past 
year or so.  If we push this  now , the Soviets will just 
harden their stand and the hardliners wil l  capture Brezh
nev , and then we'd have real problems ,  I ' l l tell you . Thi s  
is a very del icate situation. At thi s  point, I ' d  s a y  w e  
should not d o  anything that would endanger Brezhne v's  
position vis-a-vis the hardl iners . E specially since their 
Institute p�ople would rea l ly have a hard t ime standing 
up to the hardl iners then . 

Q: Their Institute people? What do you m ean ? 
A :  Well let me tell you .  There's a guy named Arbatov.  
Very sharp guy.  He's Brezhnev's personal top advisor on 
U . S .  affairs and he runs their USA Institute . A very sharp 
outfit they are . Very well  informed on U . S .  politics too . 
M uch more subtle than they used to b e .  They started out 
with about 1 2  people in 1 968 and now they have about 2H8 
people at the Institute. I had lunch with Arbatov in 
Washington on April 24 thi s year and we discussed th is  
situation. And whenever we go to Moscow we always 
spend time with the guys in the Institute . 

Q: What about these Institute guys? You can dea l 
readily with them? 
A: Oh yes . They understand what  it is  we're trying to  do .  
Take this human rights th ing .  They understand what i t  
is ,  but they are having trouble gett ing through to the big 
guys in the Party apparatus now . 

Q: Espec ially since the V a n c e  SALT thing fel l  through ? 
A :  Yeah , exac tly. But it goes back even further than 
that. At th is point the Insti tute guys can't  defend us too 
much or the hardl iners wi l l  really go after the m .  That ' s  
why I ' m  concerned about this Belgrade s ituation. I f  
Carter goes with the big h u m an rights thing now, the 
hardliners wi l l  really go after Arbatov ' s  people and 
collar Brezhnev and say 'see,  we told you , they're soft on 
the Trilateral Com mission' ! 

Q: What's that? 
A: Oh yeah . The Russians have really latched on to th is  
Tri lateral thing . I t  hasn ' t  su rfa c ed very much in the 
press ; only some brief refe rences ; but they have rea l ly  
latched on to  th is  whole Tri latera l conspiracy thing . I ' l l  

tell you I was over in Moscow i n  March 1976,  j ust when 
the pri mary races were beginning , and I told them at 
that t ime that J immy Carter was going to win the Demo
cratic nom ination and that he would win the election and 
. that Carter would become President. At that time they 
didn ' t  know what to think. Didn't  know who Carter was 
and so forth.  Really they were quite surprised and quite 
taken aback .  Then I went back in November j ust after 
the election and said I told you so and since then but 
especially lately we know that their . views are along the 
following lines : Carter was picked up a couple of years 
ago by David Rockefeller and Brzezinski, put on the Tri
lateral Com mission with Mondale ,  Vance, and so forth. 
That Rockefeller created Carter from nowhere and put 
him in the White House and now the Trilateral Com
mission runs the governm ent. They see it as a Rocke
feller operation_ 

Q: So the so-called military industrial complex now has 
a name? Rockefeller, Trilateral ,  etc . ?  
A :  Right. That's why Arbatov and the Institute people 
can't defend us too m uch now . 

Q: Gee.  That sounds j ust like the Labor Party analysis.  
A: Yes , it does.  

Q: Do you m ean to say that the Russians are listening to 
the Labor Party now ? 
A :  No. The Russians are not l istening to the Labor 
Party ! No. The Russians are a lot sharper than 
that . . .  alot more subtle.  No. No. 

Q: So where does this leave us?  
A :  Well  I don't  know.  But  we 're trying to  tell them that 
they can deal with Carter, l ike I told them last year not to, 
worry, that Carter can control the m ilitary industrial 
complex . even if it is the Trilateral Com mission and so 
on . We want them to understand the kinds of political 
pressures on Carter and so on. For example,  we're 
tell ing them that SALT can still  go forward. The March 
SALT package was not really Carter' s  per se . . .  there 
were alot of pressures.  Matter of fact Scoop Jackson 
basically wrote the SALT proposal that Vance took over 
there you see.  

A :  Are you kidding? Scoop Jackson wrote it? 
A: Well ,  not exactly wrote it . . .  

Q :  But that's what you' re telling the Russians . . .  
A : Y eah. 

Q: How's that going? 
A : Well I don't know.  We can ' t  seem to go any further up 
than the Institute guys.  We can't reach the big Party 
people. 
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Med iterra nea n-Comecon Al l ia nce 
Re iects Carter's Warga me 

Italian Foreign Minister Arnaldo Forlani emerged 
from working discussions with Yugoslav President Josip 
Tito June 7 to announce that both countries are deter
mined not to accept sa botage of the upcom ing Belgrade 
Conference on Security and Cooperation in Europe.  For
lani went on to warn of " grave risks " of war in the 
Middle East situation - the key danger spot for World 
War I I I ,  and the major issue which has catalyzed a 
Mediterranean-Comecon alliance to rej ect the Carter 
Administration's  human rights warga m e .  

A series o f  intensive deployments by heads o f  state of 
Eastern and Western European nations have criss
crossed the Mediterranean over the recent period as part 
of the organizing effort that wil l  culminate at the 
Belgrade conference ,  which begins June 1 5 .  As identified 
by the protagonists , the i m m ediate purpose of their 
organizing is twofold : first, to ensure that the Carter 
Administration will not succeed in its announced plans to 
wreck the Belgrade proceedings via the "human rights " 
policy of anti-Soviet provocation. S econdly, to establish a 
"Mediterranean Security Pact" that would include lead
ing East and West European and Middle East states as 
the kernel of a broad-ranging all iance for the establish
ment of a new world economic order. 

Speaking from Belgrade on June 7, Forlani charac
terized the high level of agreement reached between 
Italy and the leading country of the nonaligned 
movement with the fol lowing statem ent : " If it were not 
for the · fact that the word alliance implies fully in
tegrated relations at an institutional ,  military and 
economic level ,  we could say that we ( Italy and 
Yugoslavia) are allied . "  

Forlani 's  trip to Yugoslavia i s  a n  i m mediate sequel to 
extremely successful vis its by I talian Prime Minister 
Giulio Andreotti to both Greece and Rumania. In all 
three cases full public agreement was reached between 
the respective heads of state and governm ent m inisters 
that under no circumstances would they allow the 
Belgrade conference to be disrupted through insistence 
on the bogus "human rights" issue.  

Broa d A lliance 

These urgent pre-Belgrade deployments against · the 
Carter war threat amount to a nexus for peace and 
development which is unprecedented in scale and com
plexity, encompassing Italy and West Germany for the 
industrialized sector, Yugoslavia as the Third World' s  
representative, and Poland, Hungary and Rumania for 
the Comecon sector in a de facto " alliance" of the kind to 
which Forlani referred.  

In a dispatch issued one day before Forlani ' s  
statement, the Cuban wire service Prensa La tina located 
the much-publicized significance of the new Italo
Yugoslav relations as an aspect of a broader diplomatic 

. 
effort involving principally Andreotti ' s  powerful Western 
ally, West German Chancellor Helmut Schmidt. Sch
midt, himself a visitor to Yugoslavia i m mediately before 
the Italian Foreign Minister, has recently concluded 
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significant bi lateral agreements with Poland and East 
Germany, as Prensa La tina pointed out. 

The Chancellor' s  pointed efforts to cut through the 
barriers to cooperation between West Germany (BRD) 
and the socialist sector have also included a reshuffle in 
the West Berlin government, substituting the former 
Atlanticist mayor with a close Schmidt collaborator who 
has m ade a point of his desire for good relations with 
East Germany. 

While Forlani .was visiting Yugoslavia, Italian 
Pre mier Andreotti was entertaining President Kadar of 
Hungary. Kadar' s  trip to Rome is the first stop in a tour 
which will  take him next to West G ermany and from 
there through the rest of W estern Europe.  As with 
Yugoslavia, public statem ents released fol lowing 
m eetings of the two heads of state have emphasized the 
" full  convergence of agreement" between both nations 
on the positions to adopt at Belgrade. 

France Under Pressure _ 
While West Germany and Italy are moving rapidly in 

the direction of closer cooperation with E astern E urope,  
the Soviet Union has begun to exert pressure on the 
Atlanticist French . governm ent of Giscard d'Estaing. 
French Foreign Minister Guiringaud was p laced on the 
carpet this week during a trip to Moscow . In  a meeting 
with Leonid Brezhnev which lasted nearly one and a half 
hours,  the Soviet leader lectured G uiringaud on the 
nature of Soviet foreign policy. This was followed by a 
lengthier meeting with Soviet Foreign Minister Gromyko 
who focused his reportedly " acerbic " comments on 
denounc ing French governm ent cooperation with the 
U . S .  Adm inistration in increasing tensions in Africa. 

While brandishing the stick,  the Soviets also offered 
Guiringaud a carrot in the form of offers of trade 
agreements sorely needed by rapidly collapsing French 
industry. According to the latest press reports, the 
F rench Foreign Minister agreed to a program for 
bi lateral trade together with a declaration in support of 
detente. 

Economic Counterpoint 

The establishment of c loser economic ties based on a 
policy of industrial developm ent has been the consistent 
counterpoint to the political agreements reached. An
dreotti and Kadar are p lanning a series of com
prehensive economic initiatives with particular stress on 
j oint cooperation in economic deals with third countries.  
S i m ilar agreements were reached during Andreotti 's  
trip to R umania. The global political  orientation of these 
economic discussions was identified by the charac
terization given by Hungary and Italy to their joint 
proposal for the creation of permanent commissions at 
the Belgrade conference to discuss the Mediterranean 
question " interlinking cooperation to security, and East
West to North-South relations , "  implying a new 
monetary system to re-start trade and development 
among the world's  major economic  sectors . 



At the same time, the Italian government-connected 
thinktank, Forum for Detente and Mediterranean 
Cooperation, has sent its top executives to Poland for 
extensive political and economic talks . This flanking 
deployment occurred while the Italian Trade Minister 
Rinaldo Ossola was in Poland over the past week for the 
signing of a $1 40 million agreement for Italian par
ticipation in Polish economic development in 1978 .  

The Italian newspaper Paese Sera summarized the 
overall aims and implications of the current diplomacy 
in a front-page editorial on June 8. A very close ally of 
Prime Minister Andreotti,  the Communist editor of the 
journal wrote of Belgrade that the aim of the 

Mediterranean security package is to ensure that the 
European Economic Com m unity is removed from 
subordination to "the military and economic policies of 
the United States . "  This means not only the "disar
mament of Central Europe,  but also the Danube area and 
the Balkan peninsula" in the context of a West European 
successful demonstration of autonomy from Carter's 
war policies.  

A second article in the same newspaper called for the 
creation of $ 1 30 billion in liquidity by the advanced sector 
to carry out the necessary development of the Third 
World, as the precondition to the successful establish
m ent of a lasting peace. 

� ,� 
�\' 

�:i--���' The Ki ng Hassa n I I  Affa i r  

In a series of interviews with newspapers around the 
world last week, King Hassan II of Morocco called upon 
Israel and the Arabs to join their resources and political 
will in a Mediterranean alliance.  '·' If you put together 
Israeli technology and Arab oil ,  you construct in the 
region a world power, "  declared Hassan II .  

Hassan's political bombshell has the potential to  im
mediately transform the entire political balance in the 
Mediterranean Sea region . It has not yet been covered in 
any major American newspaper. 

An analysis of the background to the Hassan II  affair 
and the political networks which intersect the Byzantine 
intrigues of Moroccan politics reveals that Hassan has 
been activated by forces outside Morocco - in Moscow ,  
London, and Paris - with a view toward laying the 
groundwork for a settlement of the Middle East crisis.  
thus clearing the way for a triangular political-economic 
accord linking the USSR . Western E urope and the Middle 
East. 

" Israel should bet on peac e . "  said Hassan II. "Only 
think of what the Arab world . disposing of its immense 
wealth and economic resources associated with the 
creative genius of Israel. could do to transform the 
region."  Hassan added that the crisis in the Middle East. 
unless it is defused. "could lead to economic chaos and 
possibly an atomic confrontation between the super
powers. with unforseeable consequences . "  

The statement from Hassan. who also initiated moves 
toward open diplomatic contacts with Israel. is almost 
without precedent from an Arab head of state . 

The question is : Who is behind Hassan's  initiative? The 
preliminary answer to that question is presented below. 

The origin of Hassan's initiative goes back to mid-1 976.  
when Italian Prime Minister Giulio Andreotti came to 
power. Andreotti's accession opened up the possibility 
that the Mediterranean basin could be the scene of a new 
political alliance among the USSR .  Western Europe and 
the Arabs. The goal of the proj ected alliance would be 
two-fold : the consolidation of political security in the 
region by resolving the outstanding regional conflicts . 
including the powder keg Middle East ; and a financial 
and economic arrangement that might establish the 
kernel of a new monetary syste m .  in which Arab petro
dollar resources were a central focus.  

Immediately after Andreotti came to power, a flurry of 
diplomatic statements and contacts by the countries of 
the Mediterranean littoral began, in August 1976,  to point 
the way to a "Helsinki"-style regional pact for the Medi
terranean, for which Malta was repeatedly suggested as 
the locale. A landmark in that process was the purchase . 
of 1 0  percent of FIAT's shares by Libya and its Arab 
Foreign Bank. That deal, which established the basis for 
Arab-European industrial cooperation, was mediated in 
part by the USSR - and opened the door for triangular 
financial deals in Comecon Transfer-rubles among Italy, 
Libya and the USSR. According to informed sources, the 
FIAT-Libya deal was consummated in Moscow at a 
m eeting attended by Soviet Party Chairman Leonid 
Brezhnev, Libyan President Qaddafi ,  F IAT Chairman 
Gianni Agnelli.  representatives of Lazard Freres in 
Paris and .others .  

The initiative from Hassan is a continuation of that 
process.  

According to sources close to the U.S.  Defense Intelli
gence Agency, the origin of the Hassan II proposal to 
Israel came from Crown Prince Fahd and Oil Minister 
Zaki Yam ani of Saudi Arabia during their May 26 visit to 
the U . S .  Fahd reportedly told Carter that Saudi Arabia 
was seeking some country to serve as a bridge between 
the Arabs and Israel, and was seeking U . S .  support :...
which was not forthcoming ! The sources said that Carter 
did not respond to the Saudi suggestion and ignored the 
potential impact of an Arab leader offering to work with 
Israel ; another source said that the Saudi proposal "is 
sitting on (National Security Council chief) Brzezinski's  
desk untouched. "  

William Quandt. Brzezinski ' s  top Middle East aide, 
flatly denies to reporters that the U . S .  is involved in any 
way with the Moroccan initiative. Several other U.S .  
sources.  who would be informed if the U.S .  were in  any 
way involved in the King Hassan move, also denied 
knowledge of the affair. 

A U . S .  Nasserist source ,  with c lose Gulf ' contacts, 
added to this picture that it was in fact the Kuwaitis who 
pulled Saudi Arabia into the Moroccan move. The 
Kuwaitis.  he said, are quite unhappy with the Carter 
Administration, and are angry with the Saudis for 
refusing to move more strongly against Carter after 
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months of U.S .  diplomatic insults to the Arabs.  The 
source added that the Kuwaitis suggested King Hassan 
because he is close both to King Khaled of Saudi Arabia 
and to important circles inside Israeli Intelligence, and 
in addition, Israel 's  large Oriental Jewish community 
which is heavily pro-Likud - comes from Morocco and 
maintains political links there . 

Who Runs Morocco ? 

But the Arabs are obviously not the prime movers in 
the Hassan affair. The strings attached to King Hassan 
primarily run to London, Paris and Madrid, and 
represent a leading West E uropean banking faction 
centered in Great Britain that might consider a deal with 
the USSR over the Middle East that would exclude 
Rockefeller and Co. 

The leading banks operating in Morocco and the region 
are the Banque de Paris et des Pays Bas and the 
Banque de Suez et de l ' Indochine, with influence in North 
Africa, Malta and the Persian Gulf. These banks are 
linked mainly to the Lazard Freres interests (F IAT
Libya deal) and especially to Pierre Mendes-France,  
who is presently staging a comeback in French politics .  
Mendes-France is  widely known as a " British" agent in  
Paris - he maintains c lose links to  leading financial 
circles in the City of London - and he is also c lose to 
leading Gaullists like Michel Jobert, Michel Debre and 
others . One of Debre ' s  c losest friends is the former 
chairman of the Banque de Paris et des Pays Bas . Other 
leading banks in Morocco include the Investment 
Company of Kuwait and the Arab International Bank of 
Investment, according to the Algerian newspaper El 
Moudjahid, along with "high finance of the Zionist 
diaspora . "  

The networks in Morocco, Tunisia and West Africa 
maintained by Mendes-France are extensive. He is 
known as the "political godfather" of both Moroccan and 
Tunisian independence,  since, when he was prime 
minister of France in the 1 950s, he arranged the transfer 
of power for both former French colonies.  

There has been a steady stream of Israeli and Zionist 
visitors to Morocco since February 1 9 7 7 ,  which indicates 
a long-term effort to build up contacts between the two 
countries . In February, Nahum Goldmann of the 
maverick World Jewish Congress spent a week in 
Morocco. Then, in March, Andre Chouraqui, a North 
African Arab who was formerly D eputy Mayor of J erusa
lem and an aide to Ben-Gurion, Israeli ex-prime 
minister, visited Morocco in a move that was arranged 
by the brother-in-law of Mendes-France. Then, in May, 
Israeli . journalist Amos Kenan visited Morocco on an 
Israeli passport, which was without precedent, and met 
with an official of the Palestine Liberation Organization . 
Kenan, a " leftist" with links to the so-called Israel 
Council on Israeli-Palestine Peace, is himself involved in 
a network of Rockefeller and Rothschild circles that 
recently s>articipated in the round of semi-secret talks 
between the PLO and Israeli " dove s "  in Paris ,  some of 
which were arranged by Mendes-France .  

A Histadrut (Israeli labor federation) official,  Shaul 
Ben-Shimon, also spent a few days in Morocco last week, 
and a Moroccan delegation went to Israel at the invi
tation of Israeli Agriculture Minister �zan. 
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The Soviet A ngle 

The is little doubt that the USSR was involved in the 
Moroccan affair from the start. Two weeks ago, Morocco 
announced that the USSR and Morocco had signed a 
huge , m ulti-billion dollar trade deal exchanging 
Moroccan phosphates for Soviet oil .  This deal -, in turn, 
was reportedly part of an arrangement whereby 
Morocco agreed to withdraw its troops from Zaire ,  where 
they had been threatening Angola,  a c lose Soviet ally in 
Africa. The deal followed the visit to Morocco of a top 
Soviet foreign m inistry official.  

-

The ownership of Morocco' s  phosphates is itself linked 
to a complex web of Arab and Spanish interests which 
includes the Spanish state-owned INI combine and the 
Libyan Arab Foreign Bank, whose chairman, now a 
member of FIAT's board, lives in Madrid at the head
quarters of the Banco Arabe-E spanol . In turn, the 
Libyan, Kuwaiti ' and possibly United Arab E mirates 
interests are tied to London and Paris circles, including 
the Rothschilds - but for the most part not the New York 
banks and the Rockefeller faction, which is based, ever 
more shakily, in Saudi Arabia.  

Also important in this connection is Rumania, which 
has been serving in the recent p eriod as a Soviet bridge to 
the Middle East, including Israel,  with which Rumania 
has diplomatic ties that the USSR lacks. For instance, 
Agriculture Minister Uzan of Israel recently visited 
Rumania and Portugal .  

The pattern of  the Morocco affair  follows a possible pre
cedent set in 1 956 by Habib Bourguiba, then and now the 
President of Tunisia and a close friend of King Hassan 
and Senegal 's  President Senghor. At that time, 
Bourguiba launched a similar diplomatic initiative 
toward Israel that was rebuffed, but a book written on 
that affair by Samuel Merlin, an ex-Irgun veteran, 
claims that the forces behind Bourguiba then - likely the 
same as those behind Hassan today "": are the following : 

* Harold Wilson and other members of the British 
Labour Party, who met at Wilson' s  home in 1965 with 
Israelis and with members of the West German SPD. An 
S PD delegation, not from the faction associated with 
Willy Brandt, then visited Tunisia and Israel, including 
Hans Jahn, Hans Dingels and Hans Wishnevsky. 

* Nahum Goldmann and the World Jewish Congress, 
whose London representative A . L .  Easterman main
tained c lose contact with Habib Bourguiba . 

* Pierre Mendes-France,  whose Israeli contact was 
Foreign Minister Abba Eban. 

* Malta Prime Minister Dom M intoff, who in 1 965 tried 
to mediate between Egypt's  Nasser and the Israelis . 
Today Mintoff is a leading spokesman for the concept of 
a Mediterranean Pact. 

It is to this group, backed by the Lazard interests and 
other bankers of West Europe,  that the Soviets are pro
posing to strike a deal over the Mediterranean and a new 
financial system.  Two important diplomatic visits may 
signal that the pace of that initiative is stepping up . First, 
Yasser Arafat suddenly flew down to Senegal to meet 
S enghor, who is close to Hassan, and who - according to 
Israeli radio - offered to m ediate between the Arabs and 
Israel.  Second, a 1 2-man Soviet delegation of scientists 
arrived in Israel this week for m eetings with Israelis as 
part of a symposium underway in Tel Aviv. 



Rockefeller Sabotage 

There are some indications that Rockefeller and the 
Carter regime have set into motion a number of counter
operations to block and confuse the impact of the King 
Hassan move. 

The networks that have been activated include the 
Willy Brandt wing of the West German SPD and Second 
International, and the liberal-radical magazine Le 
Nou vel Observa teur in France.  According to informed 
sources, Brandt is seeking to move into the Moroccan
Israeli rapprochement to chair a meeting on Arab-

Jewish affairs with Mendes-France .  Yesterday Brandt 
went to Zurich to address " Jewish leaders" there on 
Arab-Israeli ties .  Reportedly, Brandt is working along
side Le Nou vel Observa teur, the French weekly heavily 
controlled by Rockefeller and the Institute for Policy 
S tudies. 

Both Brandt and Le Nou vel Observa teur may now 
attempt to attach themselves onto the overal l  Medi
terranean process like parasites to weaken the 
momentum of what has been set into motion. 

-Bob Dreyfuss 

Ara bs Move Towa rd ' U n i f ied Po l i t i ca l P la n '  
Egyptian Foreign Minister Ismail  Fahmy completed 

two days of talks with the Soviet leadership June 1 0 ,  
including a meeting with Soviet Communist Party 
Chairman and Premier Leonid Brezhnev.  Reversing 
months of deteriorating bi lateral relations ,  the two 
parties agreed to strive for a Geneva Mideast conference 
early this autumn, and to establish c loser coordination of 
positions over the coming months .  According to the 
British Broadcasting Corporation, the E gyptians and 
Soviets agreed to take "certain concrete measures " to 
improve bi lateral ties, which undoubtedly involve the 
renewal of Soviet shipments of m i litary spare parts to 
Egypt and means for ironing out the thorny problem of 
Egyptian debt owed to the Soviet U nion. 

These crucial bi lateral talks were the highlight item in 
a week of numerous key steps taken by Arab leaders 
toward the formation of what the Cairo press is calling a 
"unified political plan" by the Arab s .  Catalyzed by the 
Soviets , the Iraqis ,  and leading North African states ,  this 
diplomacy is oriented toward securing an effective Arab 
sector voice at the June 1 5  Belgrade C S CE talks. 

The overriding short-term focus of the momentum 
toward political unification is  to work out solutions for 
the many regional intra-Arab quarrels which have 
detracted from an effective Arab sector move toward 
formation of a new non-dollar-based new world economic 
order. As this process is unfolding,  the vanguard Arab 
forces in Iraq , Libya, and elsewhere, and their backers in 
Western Europe and the Soviet Union, will have a 
powerful voice in infuencing' the strategic decisions of the 
Saudi Arabian ruling family in monetary and related 
affairs . 

Before Fahm y left for Moscow - itself a change in site 
from earlier plans to hold the m eeting in a "neutral 
European city, " as per E gyptian urging - an aura of 
expectation was building in Arab circles that the talks 
would be taken very seriously by the E gyptians . 

On the eve of the talks , E gyptian President Anwar 
Sadat made the highly irregular gesture of publicly 
praising the Soviet leadership for the recent dismissal of 
Soviet President Podgornyi . " Thank God the Soviet 
leaders discovered the reality of this man and removed 
him from power, " Sadat told Cairo ' s  Middle East News 
Agency.  According to sources in the U . S .  intelligence 
community, Podgornyi had been originally removed in 
part because of his failed policy toward the Mideast in 
general and toward Egypt in particular. 

Egyptian economic czar Abdel-Moneim Kaissouny, 
who has been very close to International Monetary Fund 
and New York banking circles for the past decade, this 
week warmly praised the Soviets in public . Kaissouny 
was trying to lay the groundwork for a forthcoming at
titude on the Soviets ' part in regard to E gypt's  debt 
repayments to the Comecon sector. 

For the first time in months ,  contacts were renewed 
this week between leading E gyptian and Libyan circles , 
something that the Soviets have been striving for for 
many months .  A meeting between Sadat and Bachir 
R abeti, the Libyan head of the until now moribund 
United Arab R epublic of E gypt, Libya , and S yria, was 
favorably publicized in the government run Egyptian 
press,  which had previously been a conduit for wild at
tacks against Libyan leader Muammar Qaddafi. 

During the following days , E gyptian Prime Minister 
Mamdouh S alem will meet with Libyan Foreign Minister 
Oteibi ,  BBC reported June 5. On June 9, the Iraq News 
Agency reported that Qaddafi and S adat will meet this 
weekend in Tobruk, Libya. 

Qaddafi is also trying to resolve an ongoing con
troversy between his country and neighboring Tunisia 
involving control over disputed oil  resources.  Meetings 
between the two countries '  leaderships ,  possibly through 
the mediation of the pro-Libyan ex-Prim e  Minister of 
Tunisia Mohammed Masmoudi, are being arranged, and 
one high ranking official in the ruling Tunisian Destour 
Party declared that "the process of reconciliation is 
ongoing. "  Qaddafi received extensive praise in the 
Soviet military newspaper R ed Star for his gestures 
toward Tunisia. 

Libya was the location of recent efforts to mediate the 
bitter dispute between Iraq and S yria. At a late May 
Islamic Conference in Tripoli ,  S yrian Foreign Minister 
Abdul-Halib Khaddam m ade a sudden appearance,  
giving Qaddafi a basis  for arranging Iraq-Syria contacts. 
S ince that time,  the Christian Science Monitor reported 
June 6, S yria has begun to tone down its attacks on Iraq. 

The paper also reports that S yria has begun to supply 
Soviet-supplied arms to the Egyptians via the port of 
Tartus.  

Iraq and Gulf Security 

I raq has been a prime motivating force for regional 
Arab political and military coordination and for the 
establishment of Persian Gulf security arrangements . 
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In reaction to the victory in I srael of the extremist 
Likud Party, Iraq earlier this month sent special notes to 
all  Arab leaders calling for j oint defense coordination in 
the face of a growing Israeli pre-emptive air attack 
threat.  Iraq also announced that it was creating a day 
and night air cover and expanded defense perimeter to 
protect its oilfields from long-range I sraeli attack, citing 
recent warnings by Israeli Chief of Staff Mordechai Gur 
that Israel would not hesitate to attack " distant Arab 
states " if the need arose .  

According t o  the Paris-based newspaper Al Wa tan al
Arabi, Iraq's oilfield defense measures have since been 
expanded to include neighboring Arab states .  Last 
weekend, Kuwait and Iraq reportedly worked out an 
arrangement to alternately patrol the oilfields of the 
Persian Gulf region. 

The Iraq-Kuwait agreement came a midst spreading 
fear in informed Arab circles that an Israeli long-range 
attack was in the works.  The respected Arabic 
newspaper An Nahar noted this week that Arab officials 
now fear Israeli aerial attacks on the Gulf countries and 
Libya . 

The necess ity for j o int  A r a b  G u l f  security 
arrangements has been stated by leaders of  the 
geographically central United Arab E m irates.  In mid
May UAE Defense Minister Muhhamed Ibn Rashid had 
stressed that there was an organic relationship of Arab 
security as a whole. A few days later, the UAE National 

Assembly called for the establishment of Gulf "economic 
integration" as "preparatory to achieving a political 
unity that would serve as the nucleus for a more com
prehensive Arab unity. "  

L ebanon: Path of Resolution? 

A thorn in the side of all  these unity efforts has con
tinued to be the volatile Lebanese situation. Aside from 
the destabilizing effects of expanding Israeli-Lebanese 
fascist military and logistical collaboration, Lebanon has 
also been the battleground between pro-Syrian units and 
Palestinian and pro-Iraqi units . This week, intense 
fighting broke out between S yrian units and Palestinian 
leftists opposing efforts to keep the Palestinians tightly 
controlled in limited encampments .  

But Syria 's  insistence o n  ram m ing through a hard-line 
solution favorable to U.S . -manipulated "Greater Syria" 
efforts appears to be easing, and S yrian President Assad 
appears to be buckling to the will of Saudi Arabia, which 
had recently cut back by 80 percent the aid granted to his 
regime.  This week, Assad announced his acceptance of 
1969 accords regulating Palestinian action in Lebanon 
and, after meetings between Khaddam and Lebanese 
President E lias Sarkis , official S yrian publications are 
advocating building up S arkis '  national sovereignty in 
the war-torn country. A m eeting between Assad and 
Sarkis is in the offing. 

* * * 

War Cabi net Formed I n  Israe l 
No matter what party name is given to the Israeli 

cabinet, Likud party prime m inister-elect Menachem 
Begin is forming a war cabinet. Although desiring a 
strong unity government - including both the defeated 
Labour Party and the Democratic Movem ent for Change 
led by Yigal Yadin - uniting all the hardline factions in a 
massive show of force to the Arabs and the U .S . ,  Begin 
apparently will have to content himself with what war
hawk generals he can scrape up. 

The chosen posts of defense and foreign ministers are 
firmly in the hands of known expansionists : Ezer 
Weizman in charge of defense and his brother-in-law 
Moshe Dayan na med to the foreign m inister ' s  post. Ariel 
Sharon, Dayan's  protege, will have a special post created 
for him as Minister of Security Coordination. 

Meanwhile the Carter regime is issuing alternately 
pro- and anti-Israeli statements designed to push these 
unstable Israelis into self-imposed isolationist positions,  
aggravating the Israeli Samson complex and bringing on 
a fifth Arab-Israeli war and near-certain thermonuclear 
holocaust in the name of " Jewish Surviva l . "  

It is n o  wonder that war j itters a r e  rampant throughout 
the Israeli population. 

Yesterday Prime Minister Yitzhak Rabin and his Chief 
of Staff Mordechai Gur toured the S inai to assess the 
situation following last month ' s  E gyptian m ilitary exer
cises there. As the lea,st likely enem y  of Israel,  E gypt is 
being targeted precisely because Defense Minister Fah
my is meeting Soviet leaders in Moscow for pre-Geneva 
negotiations .  According to the Israeli press ,  many 
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Israelis regard the Egyptian m aneuvers not only as 
threatening, but as a rehearsal for another war. The 
Jerusalem Post warns that "threats of war are 
resounding in the Mideast again" and that the Egyptian 
presence in S inai was " more ominous than before . "  

Additionally Israel has officially accused Egypt of 
violating the UN Sinai accords ,  three times in the three 
weeks since the elections.  

Rockefeller-linked Drew Middleton wrote in the New 
York Times on Monday that " instability" in the Middle 
East is pushing Egypt especially,  towards a " limited 
war" in S inai . 

This scenario - small provocations by the Arabs 
against Israel - was enunciated by a Brookings Insti
tution operative while comm enting on Chief of Staff 
Gur's  remarks this week that the one lesson Israel 
learned from the '73 war was that a war could erupt out 
of Israeli control .  This was interpreted as Gur's  "new 
intelligence doctrine, "  which would not allow the Arabs 
to s lowly build up their forces as in 1973 .  " If changes in 
actual troop movements are seen, Israel will have to 
react '" if they move into the ceasefire zone (Sinai) 
Israel will  have to react militarily and this might mean a 
partial mobilization . "  Thus Gur' s new policy is one of 
preemptive first strike, a doctrine now being widely 
talked of. The Baltimore Sun this week quoted a "high 
Likud official" who said that if the U . S .  turns against 
Israel,  however s lightly and even temporarily, Israel 
wi l l  be forced to return again to the strategy of a 
preemptive strike. The Sun interpreted this as meaning 



nuclear first strike, the major proponent of which is 
Dayan. 

While the next Foreign Minister is talking of nuclear 
war, and sees no agreement in sight for peace negotia
tions,  the next Defense Minister Weizman told the 
Washington Post that if "forced to cede" the West Bank 
or Gaza, " Israel would be faced in another war, whether 
to strike first preemptively or rely on the American sixth 
fleet to come to save Israel. "  Thus Israeli leaders are 
already talking about what kind of war they will be 
fighting even before they are in office. 

. 

As a military man, Weizman, along with other Israeli 

military strategists , knows that Israel cannot fight a 
limited war such as Middleton suggests . Any war must 
be quick and fought to win a decisive victory. 

President Carter' s  statem ents on a ' Palestinian Home
land' are designed to back sane m ilitary thinkers in 
Israel into a corner, provoking them to launch a nuclear 
first strike that would bring in the U . S .  Sixth Fleet . . .  and 
the Soviets . Middleton knowingly elaborated on that 
distortion in his column : " Rationally, there is no sense in 
either the Arabs or the Israelis choosing the military 
option. But this is not a rational area, these are not 
rational times . "  

',-, 
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May 22 - Italian Prime Minister Giulio Andreotti 
leaves for Greece for several days of meetings with 
Greek leaders including Pre m ier Karamanlis .  

May 23 - Italian Foreign Minister Arnaldo Forlani goes 
to Spain to discuss economic agreements , while 
Communist Party of Italy Middle East expert Gian
carlo Paj etta visits Malta. 
- Cuban delegation of the State Comm ittee for Scien
tific and Economic Cooperation in Italy to meet with 
Foreign Trade Minister Ossola. 

May 24 - Saudi Crown Prince Fahd, Oil Minister 
Yamani, and Finance Minister Aba Khail in London 
for meetings with Prime Minister Callaghan and 
other members of the British Cabinet. 

May 25 - Major General G eorge Keegan, former head 
of U.S .  Air Force Intelligence visits Israel. 
- German Democratic Republic Foreign Minister 
Oscar Fischer receives the ambassadors of the 
Organization of African Unity m ember countries .  
- Meeting of  Council of  Mutual E conomic Assistance 
(CMEA) Deputy Foreign Trade Ministers in East 
Berlin. 

" , 
- East German Socialist Unity Party Politburo 
m ember Alfred Neumann meets with Soviet First 
Deputy Prime Minister Nikolai Tikhonov in Moscow . 
- Soviet Foreign Trade Minister Patolichev goes to 
Japan. 
- Yugoslav League of Com munist E xecutive mem
ber Stane Dolanc receives a delegation from the 
Congo. 
- Andreotti and Forlani in Rumania meet with 
President Ceaucescu. Pres.  Boyer of IRI (Institute 
for Industrial Reconstruction)  travels to 
Venezuela to discuss " the integration of Italy into 
Latin America . "  
- Rumanian Transport Minister Ruffini in Moscow to 
meet with Soviet Transport Minister. 

May 26 - Soviet Politburo member M. Solomentsev in 
West Germany. 
- Saudi delegation arrives in the United States 
from London for talks with President Carter. Fahd 
and Yamani also had talks with James Schlesinger. 

May 27 - Polish Central Com m ittee Secretary Edward 
Babuich in West Germany. 
- Austrian-President Kirchschlaeger and his Foreign 
Minister Pahr leave for Hungary .  
- Czechoslovak President Gustav Husak announces 
plans to visit Iraq. 
- West German Chancellor Helmut Schmidt is in 
Yugoslavia 

May 28 - Polish General Secretary E dward Gierek 
heads delegation to G erman Democratic Republic . 
- Mexico's Luis Echeverria arrives in Belgrade for a 
conference on the New World E conomic Order 
sponsored by a Yugoslav university. 

May 30 - Chancellor Helmut Schmidt arrived in Yugo
slavia for extended talks with President Tito. The 
leaders agree that technology transfers to the Third 
World are essential, Tito states that worsening relat
ions between the two superpowers could be counter
acted by relations between other states. 

June 1 - Saudi delegation arrives in France from the 
United States. 
- Soviet military delegation arrives in Jordan. 
- Senator Stone (D-Fla) , the head of the Senate 
Foreign Relations Subcomm ittee on the Middle East, 
arrives in Israel. 
- President of Ghana arrives in Rome for talks with 
government officials. 

June 2 - Saudi delegation arrives in Spain. 
- Soviet Deputy Prime Minister Tikhonov heads 
delegation to West Germany. 

June 3 - The Foreign Ministers of Tunisia and Libya 
reportedly meet. 
- Zambian President Kenneth Kaunda arrives in 
Bonn for talks with top government officials. 

June 4 - Hungarian Central Bank representatives to 
Goettingen University for an industrialist-banker 
symposium on financing of E ast-West trade. 
- Soviet Communist Party General Secretary Leonid 
Brezhnev receives Somali delegation headed by Vice 
President Samantar. 

June 5 - PLO Chairman Yasser Arafat visits Libya, 
Algeria, Senegal and then returns to Algeria. 
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June 6 � Hungarian Communist Party F irst Secretary 
Janos Kadar arrives in Italy to meet with Andreotti 
and Pope Paul VI. Forlani in Yugoslavia for meetings 
with President Tito and Foreign Minister Minic on 
Italian-Yugoslavian relations in preparation for Bel
grade conference. 
- West German Foreign Minister Genscher and 
President Scheel arrived in Mexico as part of a Latin 
American tour. Scheel consults with President Lopez 
Portillo, after which it is announced that Mexico will 
purchase a nuclear power plant from West Germany, 
and may purchase a full nuclear cycle modeled on the 
West German treaty with Brazil .  
- Hungarian President Janos Kadar arrives in Italy.  
- Rumanian Politburo member Stefan Andrei meets 
with Soviet Politburo members Boris Ponomarev and 
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K .  Rusakov. 
_ Soviet Admiral S. Gorshkov receives Rear Admiral 

',Phillip deGaulle of France.  
_ Israeli Foreign Ministry official visits Rumania. 

June 7 - French Foreign Minister G uiringaud meets 
with Soviet General Secretary Leonid Brezhnev and 
Foreign Minister Andrei Gromyko in Moscow . 

June 8 - Foreign Trade Minister Ossola in Poland to 
sign trade accords and negotiate others . 

June 9 - Egyptian Foreign Minister arrives in Moscow 
for talks with Soviet Foreign Minister Andrei 
Gromyko. 
- a 12 man Soviet delegation, the largest "delegation 
to visit Israel since the '67  war, arrives for a con

� ference on space travel .  
* * * 
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Rockefe l le r  'Trade-Off' With 
Conservatives On Ene rgy I B- 1 

Behind last week's  sudden " selective attack" on the 
Carter Administration' s  no-growth energy program in 
Congress,  is Nelson Rockefeller ' s  apparent effort to 
consolidate an alliance with conservative industrial and 
financial interests around a ' Proj ect Independence' 
energy boondoggle and military production program .  

Major components o f  the Carter Administration's  
energy program, including the standby gasoline tax, the 
tax rebate for small cars , and 'a price ceiling on new 
natural gas , were knocked down in rapid-fire sequence 
last week by two Congressional units . The surprise 
defeats dealt by the House Ways and Means Com mittee 
and the House Commerce subcom mittee on energy and 
power to these keystone items of the Administration's 
program - taken together with Carter' s  apparent turn
around on the B-1 bomber, recent pro-nuclear statements 
by James Schlesinger, and related developments -
indicate that Rockefeller is drawing conservative politic
al-economic factions into his orbit on the basis of certain 
concessions in the areas of military and energy policy. 

In line with this newly emerging strategy, Nelson 
Rockefeller has sent his personal em issary Henry 
Kissinger on a whirlwind tour of conservative banking 
and industrial centers to get out the message that Rocke
feller has opted for an energy program emphasizing 
production, deregulation and nuclear power, coupled 
with an intensive military buildup , and is prepared to 
give these interests a piece of the action in exchange for 
their political support. 

In a move to woo Texas support for this gambit, 
Kissinger visited Dallas on June 7 as the guest of honor at 
a dinner sponsored by William Clements , Deputy 
Defense Secretary in the Ford Adm inistration, and at
tended by important figures in Texas Republican and 
conservative Democratic circ les . The former Secretary 
of State bent over backwards to p rove his conservative 
credentials to his former foes by lambasting the Carter 
Adm inistration (or its moves toward normalizing 
relations with Cuba. 

On June I I ,  Kissinger will touch down in Chicago for a 
s imi lar series of "off-the-record" briefings with the 
Chicago financial com munity and press corps .  In ad
dition, Kissinger will give the keynote speech at the first 
national conference of the Alliance to Save E nergy 
(ASE ) .  

Although ASE was initially formed to drum up public 
support for the Carter Administration' s  energy program ,  
sources close to Kissinger report that h i s  speech wil l  
place heavy emphasis on the need for expanding energy 
production along the lines of Nelson Rockefeller' s  1 975 

proposal for a federally-funded $ 1 00 bill ion E nergy In
dependence Authority porkbarrel .  Kiss inger's  press 
aide , John Covey, informed the E I R  this week that 
Kissinger disagreed with the anti-nuclear bias held "by 
some members of the Carter Adm inistration, "  and 

specifically opposed the proposed ban on plutonium . 
Kissinger 's  trip to Chicago is being arranged by Rocke

feller in-law Senator Charles Percy ( R-Il l ) , a chairman 
of the ASE,  who will also speak at the group ' s  confer
ence .  In accordance with his bos s ' s  shift on energy pol
icy,  Percy, according to an aide,  has suddenly reversed 
his opposition to natural gas deregulation and has hired a 
Texas " independent oil type" as an energy adviser. 
Percy has also publicly come out against same-day voter 
registration, another concession to conservative layers . 

Although the E astern press ,  especially the Washington 
Post, is portraying the House votes on Carter' s  energy 
package as " stunning defeats , "  would-be energy czar 
J ames S chlesinger has started singing a tune remark
ably similar to Rockefeller ' s .  On an ABC-TV special 
broadcast earlier last week, Schlesinger announced that 
nuclear power had a major role to p lay in supplying the 
country's energy demands , and vowed that at least 300 
new nuclear plants would have to be built over the next 25 
years . Schlesinger's  prom ises were underscored by Fed
eral Power Comm ission director John O ' Leary, who 
issued a statement the same day predicting that nuclear 
power will overshadow coal as the energy source of the 
future. These statements are a far cry from the Admin
istration' s  previous characterization of nuclear power as 
a " last resort" option. 

Of even greater significance ,  S chlesinger has named 
two prom inent conservatives to top posts in the soon-to
be-created Energy Department.  Thomas Reed, who 
served as Air Force secretary in the Ford Admin
istration , who worked c losely with both R ichard Nixon 
and Ronald Reagan, and m aintains direct links into 
Texas oil interests,  has been given the number two slot at 
the new Department. E verett Keech, another conser
vative Republican, has been brought in by Schlesinger to 
help get the department off the ground. Indicating how 
conservative groupings have been taken in by Rocke
feller ' s  "deal , "  sources connected to independent oil 
interests told the EIR this week they were " delighted" at 
the Reed appointment, and " confident that he would 
actually be running the show. "  

Congressional Horse Trading 

This past week' s  Congressional actions on the Admin
istration' s  energy package were c learly reflective of the 
trade-off which Rockefeller has negotiated with the Whig 
layers.  On June 9, the House Com merce subcommittee 
on energy and power, chaired by Rep . John D ingell (D
Mich) , voted 12 - 10  in favor of an a mendment sponsored 
by Rep.  Bob Kreuger (D-Texas) which would end federal 
price ceilings on newly-discovered natural gas -
som ething which the Administration had vocally op
posed. Deregulation of natural gas has long been one of 
the m ajor demands of Southwestern interests , and their 
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major point of contention with the Carter energy 
program. Without conceding to deregulation, Rocke
feller would have no chance of enlisting their support . 
The surprised passage of the Kreuger amendment was 
due to "aye" votes cast unexpectedly by New York Dem
ocrat John Murphy and Timothy Wirth, a liberal Dem
ocrat from Colorado. 

Similar concessions to auto- and related industrial 
interests were made when the House Ways and Means 
Com mittee voted 32-5 on June 9 to reject Carter 's  
proposed rebate on small  cars (which the auto industry 
opposed on the grounds that it would give foreign small 
car imports an unfair advantage on the American 
market) . Also killed by a 27-10 m argin was his standby 
gasoline tax, which could hllve escalated gasoline taxes 
to 50 cents a gallon within ten years . The committee also 
voted to modify the proposed tax on " gas-guzzlers . "  
Meanwhile, the Senate approved a compromise proposal 

. sponsored by Senator Howard Baker (R-Tenn) to post
pone a.nd soften the auto emission standards included in 
the Clear Air Act of 1 970, now under revision. 

While the conservatives are congratulating themselves 
on their "successes , "  some Democrats are enraged at 
having the rug pulled out from under them.  A panicked 
Rep. Otis Pike (D-NY ) ,  attempting to defend the small  
car rebate, burst out during Ways and Means Com mittee 
hearings , "We are not here to protect an industry. We are 
here to save energy . . .  to cut down on the importation of 
petroleum . "  Rep. Toby Moffett, a liberal Common 
Cause-linked young whippersnapper from Connecticut, 
raged that the Liberals would rally against deregulation 
when it came up for a ful l  Commerce Comm ittee vote. 

B- 1 Boondoggle 

A liberal outcry has erupted over Carter' s  shift this 
week in favor of the B-1 bomber.  C learly dancing to 
Rockefeller's  new tune, Carter - who had adamantly 
opposed the B-1 during his campaign - hosted a 
tete-a-tete for 1 2  Congre s s io n a l  supporters of 
the bomber on June 7 at the White House and indicated 
that he was seriously considering reversing his oppo
sition to the B-1 . Senator Barry Goldwater (R-Ariz) 
emerged from the White House m eeting and commented 
approvingly that the President " i s  becoming convinced 
we can't live without the B-1 , "  White House Secretary 
Jody Powell put out the line to the m edia that Carter was 
" softening" his opposition to the bomber. Three days 
later, Carter met with another Congressional delegation 
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interested in the future of the B-1 , this one composed of 
outspoken opponents to · its development. Rep" Robert 
Drinan (D-Mass)  and Rep. Ronald Dellums (D-Cal) told 
reporters after the meeting they were convinced Carter 
was tilting toward at least limited production of the air
plane . 1t was also reported that Carter told the group that 
Defense Secretary Harold Brown had decided the B-1 
was necessary. 

E vidence that Carter is about to give the go-ahead for 
the B-1 program - a decision which is an integral 
element of Rockefeller' s  strategy to go for a short-term 
military buildup which would also be used as a sop to 
conservatives, and pa-rticularly to · the military and. to 
financially hard-pressed defense-aerospace firms - has 
provoked a slew of angry denunciations from liberal 
circles who, as a result of the Rockefeller-conservative 
rapprochement, are increasingly on the political outs . On 
top of Drinan' s  and Dellums '  com ments , Senator George 
McGovern charged after the m eeting with Carter that 
Carter's  "credibility" would disappear if he went with 
the B-1 , Senator Church (D-Idaho) and Rep. Pat 
S chroeder (D-Colo) told the E I R  they smelled a strong 
rightward shift on Carter' s  part. 

While conservative media such as the Chicago Tr;pune 
(which lavishly praised Carter' s  B-1 shift in a June 10  
editorial) and the latest issue of A via tion Week magazine 
(which optimistically predicts a tremendous boom in 
U . S .  military and aerospace sales abroad as a result of 
Carter's  emerging recognition of " international political 
reality" and especially "the growing threat of Com
munist imperialism " )  c learly illustrate the stupid en
thusiasm with which these gullible conservative forces 
have embraced Rockefeller' s  latest deal, the liberal 
press is in an uproar. 

In what one Agence France Presse dispatch charac
terized as an atmosphere reminiscent of the last days of 
Watergate, fast and furious accusations and counte.r
accusations are beginning to fly. The Harriman-linked 
Chicago Sun Times of June 1 0  editorially blasted the B-1 , 
demanding instead that the money be used for the 
liberals ' beloved " social programs . "  Other liberal out
lets inc luding The Nation, the Village Voice, and the 
A tlantic Monthly are going much further,  accusing 
Carter of being a creature of the Trilateral Commission 
and the Rockefeller family ! Arousing visions of a 
" Catergate, "  the liberal editors of Long Island's 
�sday ran a front-page story June 7 revealing that the 
IRS is auditing Carter' s  1975  tax returns .  
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Next Step - I m peach m e n t  
The U.S. Labor Party presented Congress with 

the fol1owing articles of Impeachmen t  again.·;t 
President James Earl Carter on June 8: 

MEMOR IALIZATION TO U . S .  CONGRESS ON 
BEHALF OF THE I M PEACHMENT OF THE 
PRES IDENT OF THE UNITED STATE S , JAMES 
EARL CARTER . AND THE VI CE PRES IDENT 
OF THE UNITED STATE S , WALTE R  F .  MON
DALE 

Whereas the President of the United States.  
James Earl Carter. and his Vice-President. Walter 
F. Mondale, have committed this country to 
policies , both in foreign and domestic affairs , which 
amount to a state of war against the American 
republic ; and 

Whereas both Carter and Mondale have 
comm itted bribery, coercion and other high crimes 
and misdemeanors in the imposition of these 
policies ; and 

Whereas such acts are defined in Article I I ,  
Section 4 and Article I I I ,  Section 3 o f  the Con
stitution as impeachable offenses,  including 
treason when comm itted, by any officer of the 
United States ; 

Be it resolved by this body,  that it hereby 
memorializes the Congress of the United States to 
begin proceedings immediately,  pursuant to the 
impeachment and removal of the President and 
Vice-President from office. 

Be it further specified, that Congress begin its 
investigation with, although not necessarily limit 
such an investigation to, the following areas of 
impeachable offenses.  

I .  Imperiling the Na tional Security: Through 
an irresponsible brandishing of an A merican 
"nuclear first strike , "  violations of the national 
sovereignty of foreign governm ents and disregard 
of the informed opinion of the U . S .  mi l itary (e .g .  the 
Singlaub Affair) , Mr. Carter and Mr.  Mon
dale have put the United States in i m minent danger 
of being virtually elim inated through ther
monuclear confrontation with the Soviet Union 
within the next days and weeks . While carrying out 
this provocatory policy, Mr. Carter and Mr. 
Mondale have enforced a criminal coverup of the 
marginal strategic superiority of the Soviet Union 
which would doom this nation to a thermonuclear 
exchange which no more that 20 percent of its 
population would survive, while the Soviet Union 
would Jose no more that 30 percent. This marginal 
superiority has become c o m mon s c ientific 
knowledge through the work of Major General 
George Keegan (Ret. ) .  By ignoring this work and 
the broadly publicized assertion by the Soviet Union 
that it will ne ver fight a lim ited nuclear war, Mr. 

Carter and Mr. Mondale are acting not in behalf of 
the people of the United States or in good faith, but 
in behalf of their parent organization the Trilateral 
Commission, founded b y  Chase Manhattan' s  
Chairman of the Board, David Rockefeller. 

II. The Destruction of the National Economy: 
The Carter Administration has adopted and at
tempted to impose on the U nited States an energy 
policy and economic plan precisely modeled on that 
of Nazi Finance Minister Hjalmar Schacht. Such a 
policy is tantamount to a declaration of war against 
the U . S .  population ; it ensures the destruction of 
industt y, America's  skilled labor force ,  and 
eventually the physical extinction of the United 
States through foreign war. In adopting such a 
policy, the Carter A d m i ni s tration deliberately 
violates the policies of high-technology industrial 
expansion and increases in the productivity of labor 
which formed the basis for the framing of the U . S .  
Constitution b y  Alexander Hamilton, Benj amin 
Franklin and others. The destructive consequences 
of Carter's Schachtian policies have been pointed 
out by this nation' s  leading scientists , labor 
leaders, and industrialists . Mr.  Carter and Mr. 
Mondale have instead followed the counsel of im
competent, bankrupt banker David Rockefeller and 
his advisors - whose policies wil l  precipitate the 
worst depression collapse in history and ecological
biological holocaust, if the nation is  not destr:oyed 
by war first. 

I I I .  Destruction . of R ep ublican Forms of 
Governmen t :  On November 2 ,  1 9 7 6  James Earl 
Carter and Walter F. Mondal e  used bribery, 
coercion and unenforceable state election laws to 
get elected through the most massive vote fraud in 
American history. Since taking office,  Mr. Carter 
and Mr. Mondale have utilized the offices of the 
Justice Department, the Federal Bureau of In
vestigation and the Federal E l ection Commission 
- among other agencies - to both cover up and 
extend these crimes .  Thus Mr.  Carter and Mr. 
Mondale ignored the preparation of a Justice 
Department memorandum analyzing its universal, 
on-site registration proposals as leading to more 
m assive vote fraud, when presenting this " vote 
reform " package before Congress .  In addition, the 
Carter Administration has turned the machinery of 
the Federal Governm ent that has the responsibility 
for protecting the franchise into a p lumbers ' unit 
for intim idation, harassment and financial warfare 
against Carter Administration " enemies . "  

Be i t  further resolved, that this body urges the 
Congress of the United States to proceed by the 
most rapid and efficient means possible under the 
Constitution to remedy this s ituation. It is the sense 
of this body that the continued existence of this 
nation and all  its citizens depends on such ex
peditious action. 
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You ng Rec i tes I PS Scr i pt To Provoke Race R i ots 
Andrew Jackson Young's rampage over the last two 

weeks, in which he has characterized the Soviets, the 
Swedes, the people of the New York borough of Queens 
and every U.S.  President except Jimmy Carter as 
"racists , "  is not due to the United Nations Ambassador 
having suddenly gone berzerk. These lines were written 
for Young a year ago by Anthony Lake, a scenario writer 
of the Institute for Policy Studies as part of the "Tar 
Baby Option, "  a plan to provoke global race war and the 
milita':.y occupation of America ' s  urban areas.  

, 
" If you have a race war in Africa,  there' s  no way we 

(in the U.S .  - ed. ) won't  be affected, "  said Young to 
interviewers from the porno magazine P layboy, 
released this week. While this un attributed quote from 
Lake' s  1976 "Tar Baby" document was making the front 
pages across the U . S . ,  other elements of the scenario 
were being put into operation by the IPS terrorist con
trollers . 

* In Chicago, riots were provoked over the weekend by 
Puerto Rican gangs known to be controlled by the federal 
Law Enforcement Assistance Administration. Several 
" left-cover" agent groups in the community which are 
linked to the- Institute for Policy Studies (IPS ) now plan 
demonstrations calculated to sustain the violence.  

* In Britain, a group of " community control" fascists 
have mobilized to form black " defense squads " allegedly 
to stop white lynch mobs . The move, which is sure to 
provoke violence, was made by a supposed split-off of 
IPS ' s  European satellite, the Transnational Institute
Institute for Race Relations group - of which Anthony 
Lake was a leader before he came back to the United 'States to be appointed by Carter as Deputy Director of 
Policy and Planning of the U . S .  State Department. 

* In Angola, the socialist government of Agostinho 
Neto is still battling a U . S . -backed subversion of the 
regime by agents who are organizing around the same 
line that Young mouthed throughout his African tour two 
weeks ago : that politics is  not the issue, race is. Last 
week, these Young supporters m urdered several top 
Angolan political leaders . 

Young's  role in "Tar Baby" is to m ake statements 
which give these National Security Council-engineered 
provocations som e credibility and, especially, to heat up 
racial antagonisms in the U . S .  If " Tar Baby" can be 
successfully ignited, then its corollary plan "Garden 
Plot ,"  a scenario for military takeover of U . S .  cities 
under the pretext of quelling racial disturbances,  can go 
into effect. "Garden Plot" was authored by Young' s  
fel low Trilateral Com missioners Cyrus Vance and 
'Joseph Califano, when they were p art of the Kennedy and 
Johnson Administrations.  

Attacks on Young, the token black of the Rockefeller 
family's Trilateral Com mission, will be useless in 
stopping the violence that has already begun . A root-and
branch removal of all of the "Tar Baby" operatives -
starting with the entire Trilateral Comm ission Cabinet in 
the White House and moving down through the IPS
Transnational terrorist controllers - will  be necessary 
under the circum stances.  
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Evangelism for Race War 

In his evangelical enthusiasm for race war, Young got 
to a point by today where it is unc lear if anybody wasn't a 
racist by his definition : U . S .  Presidents were racist -
" especially Abraham Lincoln, "  said Young to the delight 
of all  revisionist historians - the preacher-Ambassador . 

confessed that even he himself was a racist. E mbedded 
in these ravings , however, is  an IPS script. "I think 
racial tensions in this country are always j ust below the 
surface , "  Young told Playboy. " You start getting white 
reactions against blacks . You get the Nazi Party 
predicting the same thing will  happen here as is hap
pening in Africa. It would start with whites attacking 
blacks . "  

He further asserted that c ities like Detroit and Atlanta , 
are likely targets for race war. It is no accident that 
these two cities are chose by Young. Both cities have in
place the apparatus built during the Johnson Ad
m inistration "War on Poverty" years for running a race 
war. With various cutbacks in poverty programs con
tinuing, forced work program s  beginning and an in
creasing climate of discontent, Young' s  statement is 
deliberate psychological warfare aimed at convincing 
the black population that racism is the cause for their 
poverty rather than the collapse of the dollar economic 
syste m .  

What i s  p lanned for those c ities w a s  previewed i n  the 
Humboldt section of Chicago, where young Puerto Rican 
gangs began rioting following a shoot-out with police.  
The gangs , the Latin Kings and Spanish Cobras, were 
created through LEAA money conduited through the 
poverty programs in Chicago, and used the Puerto Rican 
Day celebrations as the take-off point for two days of 
rioting. The Ford Foundation-controlled Socialist 
Workers Party and other so-called leftist groups in the 
Puerto Rican community manipulated by IPS plan 
further demonstrations for this S aturday. 

Over the past several weeks , articles have appeared 
throughout the U . S .  press retailing the black-white 
confrontation scenario laid out by Young. Several in
cidents of F BI-controlled KKK cross-burnings and 
violent confrontations with blacks have been played. The 
most publicized of these events was the Camp Pendleton 
fight between black and white Marines.  

In addition, the recent Supreme Court decision to 
support the cutting off of federal HEW funds to school 
districts which do not comply with federal court 
desegregation orders will aggravate the situation. The 
decision, pushed by HEW Secretary Joseph Califano and 
Attorney General Griffin Bell ,  is designed to reinforce a 
climate of distrust between black and white com
m unities. It is an attempt to replay the busing 
demonstrations generated over two years ago. 

Young's Credentials 

Young's  history in the civil  rights movement is a 
c lassic one. Originally part of the late Dr. Martin Luther 
King's  Southern Christian Leadership Conference, 
Young worked closely with the agents provocateurs like 
Stokely Carmichael and Ivanhoe Donaldson of the 



Student Non-Violent Coordinating Com m ittee - of the 
so-called black nationalist movem ent, itself a Ford 
Foundation-Institute for Policy Studies-created synthetic 
movement. With his fellow poverty pimp Jesse Jackson , 
Young em erged as one of the " new leaders " of the c i v i l  
rights movement fol lowing the Justice Department
linked assassination of Martin Luther King. Young' s  
profile of being acceptable to both young,  mi litant blacks 
and old-line civil rights moderates made him perfect for 
government-assisted elevation up the ranks of the civil  
rights leadership.  

The Rockefeller family 's  sponsorship of their new 

protege continued when Young was brought onto the 
fam ily's  Trilateral Com mission.  There, Andrew Jackson 
Young learned the real " color question" : making sure 
that U . S .  greenbacks kept flowing into the coffers of the 
Rockefeller banks . Following his African tour, Young 
was asked by the House International R elations Com
m ittee what he thought about debt relief - without which 
m i l lions of Third World inhabitants will  die. " I  don't  
think debt relief is needed by African nations , "  replied 
the p ious preacher, " I ' m  against it because it leads to 
corruption . " 

Sc h l es i nger  Ca u g h t  I n  L i es Before 

Ho use Sc i e n ce And Tec h  Co m m i ttee 
James Rodney "the Robot" S chlesinger, Carter' s  

would-be energy czar, got his progra m s  scrambled when 
he appeared before the House S c ience and Technology 
Com mittee hearings June 7 and consequently found 
himself trapped in several fat l ies . 

When questioned as to whether the plutonium fast
breeder was more environm ental ly sound than the light 
water reactor, Schlesinger replied,  "I don't  know , 
there' s  no way to tell the difference . "  Congressman John 
Wydler (R-NY ) then angrily rem inded him of a memo 
released by Schlesinger only two weeks earlier - which 
Wydler pronounced. In the memo Schlesinger had defini
tively stated that the fast-breeder was more environ
mentally sound than a light water reactor. 

Wydler also pointed out that the charts Schlesinger 
was using were radically different from those he had 
brought with him in previous weeks .  Schlesinger there
upon thanked Wydler for " rem inding him" of the con
tents of his previous memo,  and continued : "The facts 
indicate that the fast-breeder is more environmentally 
sound than the light water reactor ! "  

Gary Myers (R-Pa . )  took on the " non-proliferation 
issue" which the Administration sprung earlier this year 
in efforts to halt Europe ' s  fast breeder program s .  Myers 
said he had recently vis ited Europe and discussed the 
fast breeder at the Joint International Atomic Energy 
Agency,  where h,e was told that the agency had been 
taken off guard by Carter' s  pol icy.  "Is this how inter-

national cooperation works under Carter ' s  Administra
tion ? "  he demanded. Schlesinger first replied, " Ask the 
State Department , "  but when pressed cited the London 
S u m m it results as a " good example" of cooperation -
" a  number of countries had agreed to cooperate with the 
U . S .  on the fast breeder and proliferation. 

Congressman Dale Milford (D-Tex) then asked : 
" Which countries wi l l  cooperate? Name one . "  
S chlesinger : " I  can't ."  A t  this point, Schlesinger was 
accused of outright lying to the committee . He pouted : ,  
"Well ,  they may not cooperate now, but they will  in the 
future. Anyway, if  they don' t  cooperate and go ahead and 
build the fast-breeder, we can always built a replica of 
the F rench Phoenix here at a later date after they've 
developed the technology. " 

The grilling shifted to other aspects of Carter' s  energy 
package , particularly coal conversion. Schlesinger 
proclaimed its " cost effectivenes s . "  " Have you figured 
in the cost of transportation, etc . in this ' cost effective
ness ' ? "  queried Harold Hollenbeck (R-NJ ) . "No, we 
didn 't  figure it in, " said Schlesinger.  

Schlesinger 's  Com m ittee performance recalls his 
Rand Corporation paper, " Pieties ,  Arms Policy and the 
Scientist-Politician , "  in which h e  advanced the pro
position that the successful policymaker lies as much as 
he can get away with. Based on his performance June 7 ,  
i t  looks like this policy works little better than his wind
mil ls  and solar energy-based �ons�rva!!o�. ��p

.
osals .  

ABC, CBS Fact ions Debate -
Risk War Now Or I n  1 980? 

June 9 - A factional debate has broken out at ABC and 
CBS and spilled out over the airwaves over whether to 
support the Carter Adm inistration' s  plunge toward 
thermonuclear war confrontation in the immediate 
period, or go for a Hj almar S chacht-style massive mil i 
tary bui ld-up to prepare for war against the USSR 
around 1980.  The debate roughly reflects the diverging 

lines between bankrupt David R ockefeller 's  Trilateral 
Com mission which is running the Carter Administration, 
and the Nelson Rockefeller-Henry Kissinger circle who 
are trying to rope in Republican conservatives and indus
trialists with the Rockefeller fam ily fall-back position of 
m ilitarizing the economy and i m posing vicious austerity 
on the population . 
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The factional struggle within the two television net
works on the strategic situation and the war danger 
surfaced in the first week of June . On June I ,  CBS 
E vening News , which earlier had been pushing the 
Carter Big Lie confrontationist story that the U . S .  was 
technologically and militarily superior to the Soviet 
Union, suddenly ran a lengthy interview with Air Force 
Major General George Keegan ( Ret . ) ,  who exposed that 
"staggering breakthroughs" by the Soviets in charged
particle and other nuclear weapons technology had 
"very serious" consequences for the already inferior 
U . S .  strategic position. 

Then on June 2, ABC's  Howard K .  S m ith blasted the 
Carter Adm inistration in his nightly commentary for 
ordering the Pentagon to suppress a film produced by the 
conservative American Security Council boosting an . 
arm s race, adding : "The film may be overstated. But the 
facts are undeniable. In the past ten years, Russia has 
furiously armed while we have languished. On land, for 
example, they outnumber us in tanks four-to-one .  At sea, 
they have for the first time more warships than we . . .  The 
removal of Podgorny, accompanied by ever sharper at
tacks on uSt suggests a tightening of command under 
Brezhnev for an intensified contest.  Tile new stamping 
out of dissidents seems to support that view . . .  The evi
dence is too great to be disregarded.  We had better stop 
disregarding it. " 

What's Up at CBS? 

The preliminary shift in line on the war confrontation 
drive and strategic situation taking place at CBS is 
directly attributable to CBS magnate William Paley and 
provides collaborative evidence that Nelson Rockefeller 
is breaking with his brother on this issue, and thumping 
for war production build-up to try to salvage his family's 
financial as well  as oi l ,  coal and m unitions interests . It is 
well known that Paley, the son of a cigar manufacturer, 
has been in a running battle with financier interests head
ed by Carter emissary Averell Harriman and David 
Rockefeller for control over C B S .  Paley, who founded 
and built the company. owns more than 10 per
cent of CBS stock,  but Brown B rothers Harriman, a 
private bank, exercises two-thirds control and David 
Rockefellers' Chase Manhattan and the Rockefeller
controlled Chemical Bank together hold a one-fifth in
terest. 

Paley is also one of Nelson R ockefellers' c losest 
collaborators. During the early 1 950s Cold War period, 
Republican Paley did a well-publicized study sponsored 
by Nelson Rockefeller calling for government sub
sidization of expanded coal and oil  production and the 
intensified looting of the Third World as part of a war
production push. In 1973 ,  Paley joined and actively 
supported Nelson Rockefeller's Critical Choices Com
mission which demanded a $100 billion energy boon
doggle, Proj ect Independence ,  featuring low-technology, 
labor-intensive schemes - like the old I . G .  Farben coal 
gasification concentration camp proj ects - in behalf of 
the Rockefeller interests . More recently,  Paley offered 
the Presidency of CBS to Rocky's  accomplice' Henry 
Kissinger. Paley, a former OSS officer, is also well 
connected to the "old boys " at the CIA.  
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Ongoing efforts by the Harriman forces and David 
Rockefeller to oust Paley at C B S  have proved un� 
successful .  Paley outflanked David in 1976 ,  for example, 
when he unexpectedly refused to name Trilateral 
Com missioner Arthur Taylor to the post of CBS 
President. In addition, Paley has a well-established 
record of dumping his Fabian Harriman-linked 
correspondents when the heat is  on from conservatives 
- attested by the Edward R. Murrow,  Fred Friendly and 
Daniel Schorr cases among others . As a result, the David 
Rockefeller-Averel l  Harriman financiers have been 
conducting strident psychological attacks including 
Dav!sl Halberstams'  " expose" on Paley in the Atlantic 
Monthly, and CBS News Director Richard Salants ' 
charge last week that " Paley worked with the CIA and 
then covered-up . "  

The A BC Story 

The well-publicized tension between Fabian Barbara · 
Walters on the one side and Harry Reasoner and Howard 
K. S mith on the other at ABC is not, as has been 
misreported, primarily a matter of personalities ,  but is 
reflective of a factional political split at the company 
exemplified in the Smith editorial .  The banking interests 
- the David Rockefeller-connected Manufacturers ' 
Hanover and Bankers Trust - have been contending for 
power with more conservative industrially based in
terests , particularly utilities and military-connected 
m anufacturers associated with the Hoover Institution 
and the American Security Council .  These latter forces 
are represented on the Board of Directors and stock 
positions of the company. This helps explain why ABC 
was favored by Richard Nixon and did not join the CBS
NBC " get Nixon" bandwagon until late in the game. The 
outcome of this factional warfare is likely to determine 
the decision of who goes or is reas signed in the Walters
Reasoner imbroglio. Re'asoner is strongly favored by the 
more industrially based interests.  Rumor has it that con 
artist Roone Arledge, heretofore producer of ABC ' s  
Roman Arena sports extravaganzas and now ABC 's  
News Director, is leaning under heavy pressure from 
financiers to demote Reasoner and go big with the un
stable "Jewish Mother of Network News" Barbara 
Walters . 

While industrial interests at ABC have at least forced 
the actual strategic situation into the open with Smith' s  
foolhardy war build-up call ,  NBC h a s  thus far stuck to a 
straight Carter-Brzezinski war provocations line. This 
decision reflects the preceived interests of the bankrupt 
and desperate ba.nking cabal in control of RCA and NBC 
which last year bounced Robert S arnoff, son of the 
company's  founder, for his strong position in favor of 
emphasizing and expanding RCA's  research and 
development - particularly its work with the Pentagon' s  
satellite program ! 

The bankers consortium now running NBC, all strong 
Carter backers , is headed by Chase Manhattan' s  in
vestment bankers including the Rothschild linked Leh
man Brothers-Goldman Sachs G roup (one-half control) , 
the Warburg-Schiff's Kuhn Loeb and Company, and the 
Meyer family's Lazard Freres .  

. 

- Bob Cohen 
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' Fa l l -Back Optio n '  

Cou ld Sq ueeze Out Chase,  Ci t i ba n k  

BA N K I N G  

Faced with the threat of Third World debt 4efaults 
which could trigger a crash of the entire Eurodollar 
market, the San Francisco-based Bank of America and 
other leading international banks have formulated a 
"fall-back option" - an attempt to keep the existing 
international monetary set-up intact but at considerable 
expense to the two banks most c losely associated with 
the Rockefeller family, Chase Manhattan and Citibank. 
According to top banking sources ,  the details of this 
"fall-back" plan were thrashe.d out in the c losed-door 
sessions of the International Monetary Conference held 
in Tokyo during the last week of May, where Bank of 
America Chairman A. W. Clausen served as conference 
moderator. 

Based on the reports of conference participants , the 
plan consists of two elements : First, the creation of a 
new public lending institution within the existing Inter
national Monetary Fund-World Bank framework, which 
would provide for large-scale private bank/IMF -World 
Bank " co-financing" of loans to the Third World sector. 
The main purpose of this institutionalized "co-financing" 
arrangement - at least as Bank of America sees it -
would not be merely to cover immediate balance of pay
ments difficulties, but to funnel capital into longer-term 
"development proj ects " to allow Third World countries 
to generate the income to pay off their debts . According 
to the official text of Clausen ' s  speech to the Tokyo 
conference, which has been released to the press ,  
Clausen expressed concern that three-fifths o f  a l l  new 
loans to the non-oil producing developing countries are 
now going to pay debt service,  leaving nothing for 
"development proj ects . "  In addition, C lausen stated, 
"co-financing" should appeal to private banks because it 
offers them IMF-World Bank guarantees and forces 
Third World countries to adhere to IMF austerity condi
tions . 

The second aspect of this " fal l-back" approach -
which is not being highly publicized - is that large 
sections of Third World debt, the so-called " basket 
cases , "  would simply be frozen or written off. As one 
bank analyst put it, the holders of loans to Zaire, Peru 
and other so-called " lower-tier less developed countries" 
will have to "bleed a little . "  Of the largest U . S .  inter
national banks , Chase Manhattan and Citibank are 
known to have the greatest exposure to " lower-tier 
LDCs , "  Bank of America and Manufacturers Hanover 
are based more firmly on the " m iddle-tier" Brazils and 
Mexicos, while Morgan Guaranty is somewhere bet

'ween these two extremes . Bank of A m erica's  approach is 

to force Chase and Citibank to take necessary losses on 
the " basket cases " in an attempt to save the rest of the 
debt structure. 

Significantly, Manufacturers Hanover Trust chairman 
Gabriel Hauge has recently e merged as an enthusiastic 
backer of "co-financing . "  I m mediately following the 
Tokyo conference ,  Hauge decided to " move this along" 
- in the words of a Manufacturers Hanover spokesman 
- by sending a letter to the IMF executive director, H. 
Johannes Witteveen, suggesting that he establish an 
advisory committee of bankers to study the possibility of 
a formal co-financing system . Hauge ' s  proposal appears 
to differ from Clausen ' s ,  however, in that Hauge speaks 
only of balance of payments financing in conj unction 
with the IMF and makes no mention of proj ects . Ac
cording to the bank spokesman, Hauge' s  plan "could 
eventually involve hundreds of bi llions of dollars . This is 
a m echanis m  for getting the private banking sector in
volved . "  Hauge also makes c lear that co-financing would 
entail harsh conditions for borrowers , suggesting that 
one condition the IMF m ight impose " could be an energy 
conservation progra m . "  

British banking interests are also converging o n  the 
Bank of America " development proj ect" line . The June 6 
issue of the London Financial Tim es gave prominent 
coverage to a report issued by the British-influenced 
OECD staff proposing to establish a " fourth institution" 
within the World Bank group,  which would take in Euro
currency deposits and re-lend the funds to Third World 
countries .  Private international banks would participate 
as shareholders in this " new bank" along with the other 
m ultilateral institutions , OECD governments , and Third 
World governments . The OE CD report sharply attacks 
"profit-minded bankers " who continue to lend to "basket 
case" countries, like Zaire, at high interest rates, even 
though these countries are completely bankrupt. In
stead, the OECD staff suggests , rates should be reduced 
and " international  controls" be introduced to provide 
security to the lender. 

Significantly, the London-based Morgan Grenfel Bank 
and Tokai Bank recently announced a $30 million loan for 
an electric power plant in Malaysia,  with World Bank co
financing. The Malaysian loan carried an interest rate of 
less than one percent over UBOR ( London Interbank 
R ate ) - the lowest rate seen for a non"OECD country 
since 1 973-74. 'The Morgan Grenfel-Tokai deal evoked · 
loud protests from Wal l  Street bankers about "over
competition driving down rates , " with Citibank com
p laining the loudest. 

The British perspective was also enunciated in a June 8 
article by London Times correspondent Frank Vogel 
based on an interview with World Bank economist John 
Holsen. Vogel stressed that industrialized countries must ' 
liberalize trade policies so they can import more goodS 
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from the Third World. while making more funds 
available for international lending " to carry significant 
trade deficits for some years and make efforts to en
courage industrialization. " Perhaps not accidently .  the 
Wall Street Journal - which leaked the story of Hauge ' s  
letter - carried a n  editorial entitled " Third World Debt" 
in its June 7 issue which also insisted that liberalized 
trade and capital flows to the Third World would solve 
the debt problem . 

Discussions with Citibank officials .  m eanwhile.  con
firm that ther� is a growing rift between Citibank. on the 
one hand. and Bank of Am erica and the other "proj ect
oriented" international banks on the other. A Citibank 
spokesman expressed the sentiment that it is " too early" 
to consider institutionalizing co-financing. particularly 
with the World Bank. since there are " legal problems "  
still t o  b e  resolved. These legal questions proved t o  be 
ones concerned with " sovereign immunity" ; that is .  
questions of whether the bank has the authority to seize a 
borrower' s  assets in the event of a default. and which 
creditor has priority over the others . Instead of long
term proj ect loans. Citibank would prefer to see direct 

IMF refinancing of balance of payments deficits on an 
expanded scale. Top Citibank official Irving Friedman 
has even called for increasing the stalemated Witteveen 
" special faci l ity" of the IMF to $ 1 00 bi l lion . Clearly. Citi
bank strategists are fearful that if more capital is 
steered into actual productive proj ects that not enough 
wil l  be left over to bail out their holdings in the " lower 
tier . "  Citibank' s  chairman failed to even attend the 
Tokyo conference. and the bank sent only one observer to 
what they considered a " West Coast-dominated" 
gathering . 

The banking policy fight has even spread to the World 
Bank itself where. according to New York Times 
columnist Clyde Farnesworth. World Bank president · 
McNamara' s  staff is pushing for a "fundamental 
change in strategy. " Th� Mc.Namara fa�tion_ wlillt.S tQ. 
end -the bank's  involvement in industrial proj ects and 
concentrate on " income redistribution . "  By contrast, the 
June feature of the joint IMF-World Bank publication 
Finance and Development contains a long. feature ar
ticle on the advantages of industrial proj ect co-financing 
by World Bank economist Roger Hornstein.  

u .s. Maneuvers To Cut I n  On 

World Sh i pp i ng Co l la pse 

S H I P P I N G  

The depression in world shipping threatens to reach 
breakdown proportions this year. A growing surplus of 
oil tankers. given the reduction in oil  consumption since 
1974, is putting governments of major shipbuilding 
countries in a squeeze. They can continue to provide sub
sidies. and cheap credit to shipowners . resulting in 
greater surpluses of tonnage, lower chartering rates and 
subsequent defaults on tanker loans,  or begin to dis
mantle their shipbuilding industries .  

Inactive add laid-up oi l  tankers accounted for about 4 
percent of the tanker fleet in February 1 975 .  By March 
1 9 76 there were 48 million Dead Weight Tons (DWT) of 
tanker shipping capacity inactive . This was 17 percent of 
the existing fleet. The severe winter of 1 9 76-77 improved 
the situation slightly, reduc ing inactive tonnage to 28 .8  
miUion DWT in February 1977 .  The trend towards large 
surpluses is continuing with 30 . 2  m illion DWT inactive in 
March ; and 3 l . 9  million DWT inactive in April .  These 
figures however, are only the first indications of a year 
that promises to be the worst ever for oil shipping. 

1 976 saw large oil stockbuilding by oil import nations ,  
resulting i n  a 7 . 3  percent rise in petroleum trade. N o  such 
increase is foreseen in 1 9 7 7 ,  without the implementation 
of a new world econom ic order. In addition, the opening 
of the Iraq-Turkey pipeline. the newly available Alaskan 
and North Sea crude and a more moderate winter will  
further reduce oil  trade . When these factors are 
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examined and added to a heavy tanker delivery schedule 
and lim ited scrapping for 1 9 77 ,  one can see why the 
London publication. Shipping Sta tistics and Economics, 
sees tanker surpluses reaching 1 30 million DWT this 
year. 

This surplus will  be kept on the seas through slow 
steaming or the purposeful s lowing of ship speeds. 
Although this has been going on for some years , there are 
recent indications that s low steaming hurts the engine 
and the hull of large tankers and it is uncertain to what 
extent owners will  continue the practice.  With mariners 
slow steaming, the amount of tonnage left inactive1nay 
still reach 80 million DWT - about 25 percent of the fleet. 
Half of this inactive tonnage will be the new ultra-large 
and very large carriers which require expensive main
tenance programs to be kept seaworthy. Older smaller 
ships that may never be taken out of mothballs will also 
be docked. 

Taking Apart Capacity 

Industry analysts are now predicting that on the basis 
of current trends including Carter' s  energy program, the 
demand for oil tankers will  fall 50 percent by 1985.  

With this perspective industrial spokesmen are calling 
for the dismantling of much of the world' s  shipbuilding 
capacity. Most countries involved are hesitant to take 
any action that might result in permanent reductions in 
their building capacity and loss of their market share . .  

P lanned reductions have been announced by Sweden, 
Denmark. West G"ermany, Japan. and the Netherlands. 
Most are marginal cuts in overtime and expansion 
programs.  OECD nations are worried that Japan's 
modern shipbuilding industry will  grasp a growing 
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percentage o f  what little business there i s ,  a s  Japan' s  
share o f  the contracts increased from 5 0  t o  57 percent in 
1976 .  Within Europe there is  little chance of an agree
ment being reached on an equitable phasing down of 
building capac ity as the competing countries scramble 
for the few new orders.  

The biggest maverick of the OECD countries is  Spain 
- now planning a major expans ion of its  fleet. In  ad
dition , the Comecon and the Third World countries are 
building more ships, as evidenced b y  Poland and Brazil  
who are now undertaking fleet expansion programs.  The 
1976 Comecon shipbu ilding orderbook accounts for 1 6  
percent of the world ' s  orderbook a s  compared to 6 
percent in 1970 .  

In April 1 977 industry analysts were shocked by two 
developments : a flurry of new orders for large tankers,  
some without charter agreem ents in s ight. These have 
been made by shipowners not known for speculative 
bui lding but for taking advantage of generous subsidies 
offered by countries trying to generate business for their 
shipyards.  The other unprecedented development was 
large ships entering into five-year chartering contracts 
at rates so low that they barely cover operating costs and 
leave no money for loans and interest repayments .  
Shipping Sta tistics and Economics sums up the 
predicament : 

"Governments of shipping and shipbuilder nations 
throughout the world would do well to take note of the 
situation . If they do not take the necessary corrective 
m easures (especially control of shipbuilding capacity 
and output) they may well  f ind that in addition to sub
sidizing moribund domestic shipping industries ,  they will 
be paying for the funera ls of their shipbui lders . "  

U. S. Role 

The U . S .  role in this crisis is to sanction a larger share 
of U . S .  import trade for exclusive chartering of U . S .  built 
ships and protect its own shipyard s .  

In 1 950 4 2  percent o f  U . S .  im ports were handled by U . S .  
flag-ships ;  i n  1 960 1 1  percent, and i n  1 969 4 . 5  percent. I n  
1 970 the U . S .  Congress enacted the Merchant Marine Act 
of 1970 making available construction and operating 
cost deferral subsidies for al l  ships contracted to be 
bu i lt in U . S .  shipyards .  Over the past five years over 1 00 
com merce vessels totaling 5 . 2  m i l lion DWT have been 
deli vered - about half of them subsidized.  Of these only 
34, a small  percentage of the world orderbook, were 
foreign trade tallkers . The reason being the high cost of 
construction here due to obsolescence in shipbuilding 
technology.  Today it is cheaper to bui ld a tanker in Japan 
than to build one in the U . S .  - with a 50 percent subsidy.  
The U.S .  orderbook now shows 72 vessels  to be built ; 5 1  of  
which will  be delivered in the next 1 8  months.  The U . S .  
fleet consists of 547 vessel s ,  totall ing 1 5  m i l lion DWT, 
making this country tenth in the world . Its orderbook, 
however, is presently second only to J apan and the U . S .  
i s  expecting to move u p  t o  seventh by 1 9 79 .  

The problem is ,  as described b y  Robert J .  Blackwel l ,  
the assistant Secretary of  Com m erce for the Marit ime 
Administration, that the orderbook of U . S .  shipyards 
" wil l  be serious ly depleted by del iveries during the next 
1 8  months . "  This , he said,  could be " catastrophic , "  lead
ing to the closing of two yard s .  Mr. Blackwel l ,  however ,  
is optim istic for a num ber of i m portant reasons . 

Oil  is expected to start flowing through the Alaskan 

p ipeline i n  August 1 977  creating a s urplus of 500,000 
barrels a day on the West Coast by next year and 925,000 
barrels  a day b y  1985 .  Most of this wi l l  have to be shipped 
to the Gulf Coast.  This will  be done exclusively by U .S . 
bui l t  ship s .  

S econdly,  the U . S .  is  p lanning t o  build strategic oil 
reserves to be stored in  salt domes on the G ulf Coast. 
Carter ' s  present plans call for a 500 million barrel

· 

reserve by 1 982 and a 1 bi llion barrel reserve by 1985.  By 
law 50 percent of this oi l  must be c arried by U.S .  
flagships .  This year imports w i l l  provide work for 1 
m il l ion DWT of U . S .  tankers . 

Thirdly,  there are
-

presently in Congress three bills 
which would establish preference requirements for 
shipping of U . S .  oil  imports . • 

The most well-known, sponsored by Congressman John 
Murphy, cal ls  for 20 percent of oi l  imported to be shipped 
on U . S .  tankers and specifies that this be increased to 25 
perc!'nt by 1978 ,  and 30 percent by 1985 .  The Murphy bill 
i s  identical to legis lation passed by Congress but vetoed 
by President Ford in 1 974.  

Last year only 4 percent of U . S .  imported oil  was 
carried by U . S .  flagships .  The shipping industry 
estimates that ships could be built fast enough to in
crease that to 1 1  percent by 1 980 and 30 percent by 1985. 

Finally,  there is the tanker safety legislation. The Bill 
that has gotten farthest is  one sponsored by Senator 
Warren G .  Magnuson, Chairman of the S enate Com:

merce Committee.  Like the tabled K ennedy bill  for tan�er 
safety it calls  for double hulls,  segregated ballast, 
redundant propulsion and other safety navigational 
equip ment as part of all ships that dock in U . S .  ports . In 
addition the bi l l  specifies liability charges for accidents . 

Much to the dismay of al l  other interests in world 
shipping,  B lackwell is predicting the passage of these 
bil ls . 1 

. - _ .  -

Norwegian Ambassador to the U . S .  Soren Summerfelt 
warned that U . S .  flag oil preference requirements "could 
create the most serious consequences for international 
shipping and trade ."  He said it would raise fuel prices,  
aggravate the tanker surplus problem and hurt the 
American consumer. He also pointed out that U.S .  flag 
tankers are generally much older than their foreign flag 
counterparts and preference would result in more spills . 
His complaints were echoed b y  the E arl of Inchape in an 
address to the G eneral Coun c i l  of British Shipping. The 
E arl called U . S .  specifications unnecessarily complex and 
blamed the s ituation on " pressure b y  environmentalists . "  

The tanker safety bi l ls  have brought angered 
responses from the United Nation� shipping agency 
( lMCO) and the U . S .  Coast Guard . 

IMCO contends that " uni lateral action by the U.S .  
would throw the worldwide battle against unsafe ship
ping into d isarray. " IMCO was p lanning a worldwide 
conference early next year but fears if  the U . S .  tries to go 
it  alone other countries wi l l  break rank. B lackwell says 
the strength of U . S .  public opinion since the rash of spills 
last winter would not al low the U . S .  to wait for the IMCO. 

The idea that these measures are aimed at a U.S .  
protectionist policy presently detrimental to  world trade 
is underlined by critic ism from other quarters.  The U . S .  
Coast Guard points o u t  that double hulls a n d  some o f  the 
other " safety "  m easures prescribed actually will  make 
ships more dangerous and spil ls  m ore likely. The Coast 
G uard for years has been a major advocate for the only 
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real solution to the safety problem - off shore deep 
water ports . The U . S .  is. as we know .  the only major in
dustrial country without such ports .  thereby excluding 
the use of the newest and most modern tankers for U . S .  
oil imports . 

Other critics point out that tanker treaties with other 
countries have sat in the Senate for years unsigned. 

_ �ounding2ut a well-planned offensive against foreign 

shipowners is a Justice Department study. released a few 
months ago. charging that shipowner "conferences" or 
agreements regulating rates and other aspects of world 
shipping violate U . S .  anti-trust laws.  Foreign shipow.ners 
are now expecting indictments and are saying : " It 's  
tim e  the U.S.  understands it c annot rule over world 
shipping. "  

u .s. Demand For Protection ism

A Cover For I nd ustria l Backwardness 

STE E L  

The American Iron and Steel Institute ' s  white paper on 
the "Economics of International Steel Trade. "  the in
dustry' s  keynote statement on protectionism,  charges 
that the Japanese and to a lesser extent the Western 
Europeans have the advantages of a modern steel in
dustry whereas U . S .  steelmakers have allowed their in
dustry to sink into obsolescence. The study released last 
month lists three main elements of the development of 
the Japanese steel industry which have p laced Japanese 
steel makers in an advantageous position vis-a-vis U . S .  
producers and which, the study argues,  have led t o  wide-

. scale dumping on the U . S .  market : 
"First, the steel industry was provided with enormous 

capital inputs . primarily in the form of debt. Second. the 
Japanese steel industry benefited from a rapidly expand
ing production volume which perm itted modern capac ity 
additions and scale economies and hence. the lowest 
possible operating costs . Third , government and busi
ness have worked together to maintain high operating 
rates in order to maintain Japan ' s  cost competitiveness 
in steel and to protect the steel industry 's  highly lever
aged financial position . "  

While the AIS I ' s  report declares that the Japanese 
capital investment in steel is  based on high exports and 
the dumping of its steel on the U . S  . •  what the report actu
ally makes c lear is that the cries for protectionism issu
ing from the U . S .  steel industry are attempts to cover for 
its extreme backwardnes s .  The steel industry has fol
lowed a policy of no capital investment and underspend·· 
ing on maintenance and repairs.  Industry demands for 
freedom from environmental regulations and tax con
cessions do not remedy the fact that the steel industry is 
running its plant into the ground. 

Secondly. the calls for increased labor productivity to 
match Japanese steel are equally spurious .  The nearly 
three-fold increase in productivity in the Japanese steel 
industry over the last decade was achieved by the intro
duction of modern machinery ; the standard of living of 
Japanese workers and hence their productivity con
tinued to lag behind U . S .  workers . U . S .  steelmakers now 
think they can compete with the Japanese by accelerat
ing the trend of destroying labor power. the U . S  . 
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producers ' one remaining asset. . . 
O ver the long-term , the number of workers has declined 

significantly, while ra w steel output increased marginally. 
Between 1 956 and 1976 emp loyment shrunk from 621 ,000 
to 454,000 ; the number of p roduction workers declined 
from 509 ,000 to 339 ,000. Under conditions of a declining 
workforce.  and aging p lant and equipm ent, the stagnant 
level of U . S .  steel output could only have been main
tained through speed-up . 

Raw Steel Production1 
( in millions of net tons) 

Rest of 
Free Red 

USA Japan E E C ( 9 )  World2 Bloc Total 

1950 96.8 5.3 53.2 13.3 39.2 207.8 
1951 105.2 7.2 59.0 14.7 44.7 230.8 
1952 93.2 7.7 64.4 17.4 50.0 232.7 
1953 1 1 1.6  8.5 63.2 19.8 55.2 258.3 
1954 88.3 8.5 69.0 20.4 59.5 245.7 
1955 117.0 10.4 80.3 24.0 65.5 297.2 
1956 1 1 5.2 12.2 85.7 28.0 69.7 310.8 
1957 1 12.7 13.8 90.4 25.1 79.7 321.7 
1958 85.3 13.0 86.0 25.5 88.8 298.9 
1959 93.4 18.3 92.6 30.2 102.7 337.2 
1960 99.3 24.4 107.9 34.1 115.9 381.6 
1961 98.0 31 .2  105.9 37.9 117.1 390.1 
1962 98.3 30.4 103.9 41.1 120.4 394.1 
1963 103.3 34.7 106.4 51.7 126.1 422.2 
1964 127.1 43.9 121.2 51.0 135.8 479.0 
1965 131.5 45.4 125.5 54.7 146.0 503.1 
1966 134.1 52.7 121.5 . 57.3 153.5 519.1 
1967 127.2 68 .5 126:3 60.0 165.6 547.6 
1968 131 .5 73.7 138.2 65.5 173.6 582.5 
1969 141.3 90.5 148.5 69.6 182.1 632.0 
1970 131 .5  102.9 151.7 76.2 192.9 654.2 
1971 120.4 97.6 141.3 75.7 204.9 639.9 
1972 133.2 106.8 153.4 85.3 215.8 694.5 
1973 150 .8 131 . 5 1 65.5 93.7 227.3 768.8 
1974 1 45.7 129.1 1 7 1 .5 99.2 237.3 782.8 
1975 130.9r 1 12.8 138.1 85.5 244.7 712.0 
1976 128.01) 1 18.4 148.1 105.1 253.5 753.1 

p = preliminary r = reviaed 
1 Bulgaria, North Korea and Red China were not reportiil separately 

and have, therefore, been included in the Rest of Free World prior to 
1967. 

• Calculated as the difference between total world raw ateel production 
and the sum of USA, Japan, EEC ( 9 ) ,  and Red Bloc raw ateel produc-
tion. 
Source: AISI A .... "Al StANticAl Rep01't, 1969-1976. 

Source : "Economics of International Steel Trade" 



NUMBER OF E M P LOYEES 
AND HOUR S  WORKED 

IN THE IRON AND STE E L  INDU STR IES 
Average N u m her Average Hours 

of E m p loyees Worked Per Week 
(OOO ' s )  Per E mp loyee 

1976 . . . . . . . . . . . . . . . . 454 . . . . . . . . . . . . . . . . . 

1975 . . . . . . . . . . . . . . . . 457  . . . . . . . . . . . . . . . . . 35 . 9 

1974 . . . . . . . . . . . . . . . .  5 1 2  . . . . . . . . . . . . . . . . .  37. 9 

1 973 . . . . . . . . . . . . . . . .  509 . . . . . . . . . . . . . . . . .  38. 6  

1 972 . . . . . . . . . . . . . . . .  478 . . . . . . . . . . . . . . . . .  37 . 6 

1971  . . . . . . . . . . . . . . . .  487 . . . . . . . . . . . . . . . . .  3 6 . 7  

1970 . . . . . . . . . . . . . . . .  531  . . . . . . . . . . . . . . . . .  37 . 2 

1969 . . . . . . . . . . . . . . . .  544 . . . . . . . . . . . . . . . . . 38. 7 

1968 . . . . . . . . . . . . . . ' , ' 552 . . . . . . . . . . . . . . . . .  38. 0 

1967 . . . . . . . . . . . . . . . . 555 . . . . . . . . . . . . . . . . .  37. 4 
1966 . . . . . . . . . . . . . . . . 576 . . . . . . . . . . . . . . . . .  38. 4 

1965 . . . . . . . . . . . . . . . .  584 . . . . . . . . . . . . . . . . .  38. 0 

1964 . . . . . . . . . . . . . . . .  554 . . . . . . . . . . . . . . . . . 38. 5 
1 963 . . . . . . . . . . . . . . . .  520 . . . . . . . . . . . . . . . . .  37 . 7 

1962 . . . . . . . . . . . . . . . . 52 1  . . . . . . . . . . . . . . . . .  37. 1 

1961  . . . . . . . . . . . . . . . .  523 . . . . . . . . . . . . . . . . . 37 . 1  
1 960 . . . . . . . . . . . . . . . .  572  . . . . . . . . . . . . . . . . .  3(i . 4  
1 959 . . . . . . . . . . . . . . . .  5 1 5 . . . . . . . . . . . . . . . . . 37 . 4  
1 958 . . . . . . . . . . . . . . . . 5 2 3  . . . . . . . . . . . . . . . . . 36 . 0 

1 957 . . . . . . . . . . . . . . . .  624 . . . . . . . . . . . . . . . . .  37 .6  

1 956 . . . . . . . . . . . . . . . . 6 2 1  . . . . . . . . . . . . . . . . . 38 .9  

Source : A m erica n 11'011 , , "cf S/('1'I In., t i tu l < '  ( A ISI ) 

The steel industry has in fac t  prem ised its outlook - its 
calls for protectionism and increased labor productivity 
alike - on the assumption that there can be no increased 
demand for steel and that the profit margin m ust be 
based on adj usting to an ever shrinking pie. On the con
trary, under a new monetary syste m ,  the worldwide need 
for steel would demand the quick doubling of U . S .  output 
- a demand which the steel industry is  now not pre
pared to meet. As a result of decades of underinvest
ment, steel capacity has actually been shrinking. This 
s ituation is highlighted by the fact that in 1 975 the AISI  
redefined " capacity" such that  fu l l  capacity was  re
defined as " tonnage capabi l i ty  to produce raw steel for a 
full order book based on the current availability of raw 
materials ,  fuels ,  and supplies ,  and of the industry ' s  coke , 
iron , steelmaking, rolling and finishing facil ities " - in 
other words ,  steel capac ity which already has not been 
run into the ground. 

One look at the replacement cost deprec iation charges 
of the steel companies - what it would cost to rep lace 
worn-out plant and equipm ent at today ' s  prices - under
lines the fact that the steel companies '  cash-flow isn ' t  
even adequate to meet ma intenance a n d  replacem ent 
costs . 

According to the McGraw-Hill  fal l  1 976 survey m is
named "How Modern I s  A m erican Industry, "  the steel 
industry is far and away the most outmoded industry in 
the U . S .  with the exception of the country ' s  antiquated 
rai lroad system . As of Decem ber 1 976 the steel industry 
itself said it considered 30 percent of its p lant and 
equipment technologically outmoded , and said it would 
cost $ 1 8.67  bill ion to rep lace it  with the most modern 
fac i l ities available. Two years earlier the industry re
ported that 20 percent of its fac il ities were outmoded - a 

50 percent j ump over a two year period in which a certain 
amount of capacity was s imply j unked and thus dis
appeared from the survey.  The steel industry also re
ported that 53 percent of its capacity was installed prior 
to December 1 966 - was ten years or older - and that 23 
percent was installed prior to December 1956 .  

Iron Age. the m etals industry weekly, reported 
recently that as of 1 973 ,  45 percent of the nation' s  coking 
capacity was represented by ovens m ore than 20 years 
old and noted that old, dirty coking ovens present the 
worst environmental and health hazzards in the industry 
- and are one of the chief causes of the industry' s  billion 
dollar " c lean up" bi l l .  Armco recently spent $ 1 75 mill ion 
on two new batteries at its Middleton plant, but most 
companies are simply not replacing the old batieries

' ':'': 

for lack of investible funds .  
Between 1 960 and 1 974,  a period over which the in

dustry spent $24 bill ion on p lant and equipment, there 
was no increase in raw steel capacity.  

En vironmen ta l  Question 

The obvious question is where did the industry' s  
"capital expenditures" g o ?  An increasing amount of 
capital spending has been absorbed by pollution abate
m ent measures - the cost of c leaning up after old and 
technologically obsolete steel capacity.  In  1976 ,  for ex
ample,  the industry spent a record $489 m i l lion on en
vironm enta l protection facil itie s .  Normal m aintenance 
and replacement, given the high rate of inflation of capi
tal goods products, runs about $2 b i llion a year. That left 
only about $500 m i llion of a record $3 .2  bi llion capital 
expenditures for plant expansion in  1976 .  Arthur B .  
Little,  the Cambridge based consulting firm , proj ects a 

Comparison of Labor Productivity 
United States, Japan and West Germany 

(in manhours per net ton) 

United West 
States Japan Germany 

( 1 ) ( 2 ) ( 3 ) 

1964 13 .12 25.47 22.24 
1965 12.39 24.71 22.09 
1966 12.03 21 .70 21.51 
1967 12 .58 18.92 19.15 
1968 1 1.98 17.30 1L53 
1969 11 .89 14.72 14.73 
1970 12.39 13.25 14.99 
1971  1 1 .76 13.20 15.06 
1972 10.87 1 1 .69 13.42 
1973 :.1.86 9.39 12.09 
1974 9.78 9.18 1 1.43 
1975 10.92 9.21 12.76 
1976 n.a. n.a. n.a. 

n.a.  = Not Available. 

Sources : 1964 ( United States ) : Bureau of Labor Statistic3. ,\n Inter-
national Comparison of Unit Labor Coa t  in the Iron and Steel 
Indu.tru, 1 964 : United State._ France. Germany. United 
Kingdom. Bulletin 1680 Table 6, page 1 2 ;  and unp ublished up-
date. 

1964,  1 972-1975 : Jerome A. Mark. Assistant Commissioner for 
Productivity and Technology, Bureau of Labor Statistics, "Com-
parative Growth in Manufacturi ng Productivity and Labor 
Costs in Selected Industrialized Countries", 27 October 1976, 
Table 1 1 .  

1965-1 97 1 :  Derived b y  P utnam, Hayes & Bartlett, Inc. using the 
above documents and in dices provided in unpublished data from 
Bureau of Labor Statistics, August 1975.  

Source : "Economics of International Steel Trade" 
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$12-14 billion "clean up" bill for tile industry between 
1975 and 1 983 - 26 percent of the industry's  capital needs.  
The wastefulness of such spending is rivaled only by 
Carter's plan to save energy by converting the nation's  
utilities and industry to  coal and would be totally ob
viated by replacing outmoded steel capacity with 
modern equipment. In the case of steel, this means 
moving to the Jordan process, a process which was 
developed over 10 years ago, which utilizes a mixture of 
oxygen and carbon dioxide in conventional blast fur
naces and increases the use value of the exhaust from the 
furnace, eliminating environmental problems as well as 

, doubling iron output. 
However, under current credit and monetary con

ditions, the U.S .  steel industry hasn't  even fully made the 
switch to the Basic Oxygen Process : even though the 
BOP was introduced in the 1950 ' s ,  in 1 976 the industry 
was still producing more than 23 million tons of raw steel 
or close to 20 percent of steel output in open hearth fur
naces due to lack of money ! 

Between 1960 and 1973 prices of steelmaking equip
ment jumped 72 percent, one symptom of the build up of 
debt and profit requirements throughout the dollar 

sector. Existing steel capacity is carried on the books of 
steel companies at $160 a ton ; a new greenfield plant, like 
the planned U .S .  Steel plant, would cost $1400 a ton - a 
nine-fold increase ! U .S .  Steel ,  with a total net worth of $5 
billion, would have to spend $3 billion to build a new 
plant, which would only represent a 1 0  percent increase 
in steel producing capacity . 

The cost of not modernizing the steel industry, how
ever, is the worsening competitiveness and profitability 
of the industry. 

Industry observers point out that the steel companies 
needed at minimum 10-1 1 percent general price in
creases to stay - or get - in the black. But it is now un
likely that even the 6 percent increases which are sup
posed to become effective June 19 will stick : steel con
sumers shHted their July orders to June to beat the price 
increases, and analysts are already predicting a 10 per
cent downturn in steel production this summer due to the 
drying up of steel demand. Thus , steel companies will 
continue to postpone equipment repairs and increase 
their reliance on worker "productivity" to give a one
shot boost to steel profits . 

1 930 s-Sty l e  Depress i o n  Cris i s  

Gr i ps P la i ns,  West 

AG R I C U LT U R E  

The cruel spectre of the 1 920s and 1930s farm collapse 
is stalking the Plains and Western United States,

-
the 

heari of the nation's wheat and livestock industries .  
There, in an area which encompasses one quarter of  the 
nation's  farm enterprises and accounts for more than 

. one-fourth of total U .S .  agricultural output, farmers , 
ranchers and their bankers face a c lassic depression 
crisis that threatens to choke off future production and 

. plunge the farm sector into an orgy of bankruptcies and 
ruin. 

The facts of the matter are written in black and white 
in the monthly balance sheets of the Kansas City Federal 
Reserve, and confirmed in an extraordinary April U . S .  
Department o f  Agriculture " special survey" and else
where. According to the USDA projections , fully one
third of the area's  farm borrowers - that is, those who 
depend on non-real estate loans from local and regional 
commercial banks to carry on operations from one 
harvest to the next, store crops,  purchase new equip
ment, etc . - are in serious difficulty with their loans . 

Bankers surveyed by the USDA in the targeted 9-state 
area expect that the bulk of these farm producers , or 
about 60,000 farmers , will be forced to partially liquidate 
their businesses to pay their debts , and declare that an 
additional' 6 percent, or some 14 ,000 farm operators , will 
have to be foreclosed immediately ! 
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No Pretense Of "Recovery "  

It i s  n o  accident that this crisis is breaking out firstin 
the Plains and Western regions .  The bedrock wheat and 
livestock sectors of American agriculture made no pre
tense of "recovery� ' from the 1974 "recession" calamity, 
and wheat growers in particular have taken every 
successive downward ratchet in world trade on the chin. 

For livestock producers , the recent drought was 
simply the proverbial last straw, coming on top of three 
straight years of aggravated slump, with phenomenal 
rates of forced herd liquidation at steadily declining 
prices. As the International Monetary Fund's  world aus
terity program has - cramped the international grain 

- trade in favor of debt payments to the Lower Manhattan 
banks , wheat growers watched prices tumble from $4 a 
bushel to nearly $2 in less than four years . Now, with 
billions of bushels of unmarketed grain and steadily 
rising production expenses,  wheat producers are on the 
ropes.  

Regional Banks On Short Fuse 

This combination has put a short fuse to the regiona-l


banking networks supporting the farm economy in the 
Plains and West in particular. The bulk of these banks' 
assets are tied up in unpayable loans to cash-starved and 
highly leveraged farmers and ranchers , at the same time 
that it is the earnings and savings of these same cash
starved farmers that constitute the banks' primary de
posit base - their source of lendable funds ! During 1976, 
according to the USDA, Plains and Western regional 
bank deposits grew 1 1  per cent, while agricultural loan 

.. 



volume rose 20 percent - the statist ical p ara m eters of a 
classic " illiquidity" crisi s ,  or, as the U S D A  politely put 

it, "a s ituation which could require reduced lending to in
sure bank stability . "  

S ince the beginning of the year the Kansas City Federal 
Reserve Bank has docum ented the s nowballing crisis in 
the Tenth Distric t  - which includes Kansas,  Nebraska,  
and Oklahoma, as well as Colorad o .  The R eserve Bank ' s  

bulletins ha ve persistently s tressed mounting cash flow 
difficulties, sharp increases in the d e mand for renewals 
and extensions of loans and a s i m ultaneous " notic eable" 
slowdown in the rate of loan repayments , loan-deposit 
ratios that have been " inching up ward , "  and,  ominously , 
"sluggish " deposit growth . 

Funds Dry Up 
As far bac k  as last November. the Kansas City F ed had 

reported a net decline i n  total deposits over 1 976 of $65 
million , as demand deposit  outflows offset t ime and 
sav ings depos it  inflows.  By April of this year, the U . S .  
Treas ury had obv iously stepped i n  t o  do some fire-fight
ing - the Tenth D istric t ' s  $422 m illion net i ncrea se in de
posits for the month was almost en tirely attrib uta ble to 
an "unusual" U . S .  Treasury d e pos i t .  a s  the R e serve 
Ba n k ' s  financia l letter noted . 

Further, while in November Kansas City Fed officials 
had underscored the importance of increasing real estate 
values to Tenth District farmers and ranchers , by May of 
this year they were forced to point out that even that 
penulti mate prop to the farm credit system - determin
i ng a large part of a farmer's  nominal equity and thereby 
his "creditworthines s "  by monetarist standards - had 
begun to falter. 

/ A BA Conc u rs 

An April American Bankers Association survey of 
a gricultural credit conditions nationwide s im ilarly 
focused on the acute crisis developing in  the P lains and 
Western states, where all the key indices of regional 
financ ial health uniformly d iverged for the worse from 
those of every other region.  Deposit growth was smallest 
in the Pla ins and West. and availabi l ity of funds declined 
faster i n  the P lains last year than i n  any other region. the 
A BA .;tated flatly.  

Loan extensions and renewals  in  those regions in
creased at  66 percent of the surveyed banks, compared to 
a national a verage of less than 50 percent.  Moreover. 
t w i c e  as m a n y  bankers in the P lains and West reported a 
h i gher volume of loan charge-offs than anywhere else in 
the country . 
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...... "i> F i rst Ch icago C9rporat i on : 
�. 

i$.:f"l-' The Hot Ai r Ba n k  Of The Wi ndy Ci ty 
"As the Medicis and the Fuggers would no doubt agree, if there is any 

common thread throughout the history of banking, it is the insidious 
snare of lending to sovereign go vernments. " 

William Curran, managing director, 
First Chicago Ltd. , London 

First Chicago Corporation likes to be known as "first" 
in everything : the flagship bank of the Midwest, the 
leader of consumer banking services,  pioneer of branch 
banking, the first in com munity involvement. It is also 
first in several other areas among the top ten 
bankholding companies : 

- First in loan losses as a proportion of total loans. 
- First in its loan reserve as a percentage of impaired. 

assets . 

- First in non-performing loans as a proportion of total 
loans . 

In short, First Chicago is one of the most vulnerable and 
exposed of U . S .  banks, rivalling Chase Manhattan, 
Bankers Trust, and the other m ajor New York basket 
cases as Jimmy the Greek' s  odds-on favorite to be the 
first to file a Chapter 1 1  bankruptcy petition. 

�--------------------------- Ta b l e  1----------------------------, 

F i rst C h  icag o Corp o ra t i o n : De pos i ts 

AMOUNT 

1965 3� 849 

1966 3 1 994 

1967 4 1 472 

1968 41 861 
-P6i 4

.
2°9 

1970 4 1 587 

1971 5 � 199 

1972 6 1465 

1973 81 605 

1974 9 1 990 

1975 9 1 294 

(M I LL I ON S  OF DOLLAR S )  

DOMEST I C  DEPOS I TS OVERS EAS DEPO S I TS 

I NCREASE/ I NCREASE/ 
OR OR 
DECREASE % C HANGE AMOUNT DECREASE 

216 

145 3 . 8  465 249 

478 12 . 0  649 184 

389 8 . 7  894 245 
lill III 111111 II I  I ii  I ii  I 

-661 
11 11111111 

-13 . 6  1 446 552 1111 11111: ::::m:Jiii!!iil!: 1!!IIII! m::t@ill JW IJI II 111!11Ii11111:!1111!!lmlllliliml!fl 
387 9 . 2 1 � 70l 235 

612 13 . 3  L 989 288 

1 1 266 24 . 4  2 1 342 353 

2 1 140 33 . 1  31 436 11 094 

1 � 385 16 . 1  51 309 11 873 
- 696 - 7 . 0  4 1 899 - 410 

% C HANGE 

115 . 0  

. 39 .· 6 
I 

37 . 8 
n!!! i lilliillil l 
61 . 7  

17 . 6  

16 . 9  

17. 7 

46 ." 7  

54·: 5 
- 7. 7 

TOTAL 
D E PO S ITS 

4, 065 

41 459 

51 121 

51 755 
j 

5 647 
II lid I 

61 289 

7 1 188 

81 807 

121 042 

151 298 

141 192 

% DEPOS I? 
OVER SEAS 

TOTAL 

5 . 3  

11 . 4  

12 . 7  

15 . 5  
IJllllli lii 

25 . 6  
I 1111111 

27 . 1  

27. 7 
26 . 6  
28 . 5  
34".7 

34 . 5  

· 11�  II :1:::::::::I:::�:�g� II ::::::�illlII�!� ::I:�m:;:!:::::::::::::::::::::�:,!:::I:::I::I: :: : ��2:1 1I:::::::::::::::::�:::��6 : :  :��::!:::::: . . �8�' 1111111 

AVERAGE PERCENT 
INCREASE / YEAR 1 965-1976 

AVERAGE PERCENT 
INCREASE / YEAR 1 970-1976 

NOT; :  I NC�UDES . CONSOL I DATED 

8 ECONOMICS 

9 . 7  

14 . 5  

SUBS I D I AR I ES. 

38 T 6  

25·.· 6 

Source: Annual Reports � -- - - --



Not to be outdone by the incompetence of Chase ' s  
David Rockefeller and F irst Pennsylvania' s John 
Bunting, First Chicago named A.  Robert Abboud as its 
chairman in 1 9 74.  A corpulent five-foot one-inch son of a 
Lebanese peasant fa mily,  Abboud has been throwing his 
weight around Chicago to such an extent that he is 
widely regarded as the laughing-stock of the Chicago 
banking industry. While pro-development industrialists 
assoc iated with First Chicago have been c lamoring for 
some sanity in banking operations ,  Bob Abboud has been 
busily increasing First ' s;  .t ies iT$> the Rockefeller
Rothschild banking and politica '

I 
networks .  For 

example, on the local level, he procured Neil Hartigan, a 
key political figure who was the Democratic candidate 
for Lt. Governor of Ill inois, .  as President of a real estate 
front operation of the bank. E dwin Yeo, the former 
Treasury Undersecretary whose major accomplishment 
was to increase the worthlessness of the dollar through 
speculative international operations , was appointed head 
of the important Asset and Liabi lity Management 
Com mittee. And to add insult to inj ury, Abboud has 
broken a long-standing bankers ' rule.  Instead of 

refraining from open political  alignments in c ity politics , 
he became the most outspoken advocate of the recently 
elected mayor, Michael Bi landic, thus exposing B ilandic 
a s  the " bankers ' boy" and giving wide credibility to the 
candidacy of the U . S .  Labor Party's  G erry Rose.  

F irst Chicago ' s  proble m s� however,  are merely 
exacerbated by the likes of . Abboud and Yeo. Fun
damentally,  the bank is unsound - and virtually 
bankrupt. Like the New York banks,  F irst Chicago has 
drastically shifted maj or proportions of its investments ,  
deposits,  and loans into international speculation. As 
Tables 1 and 2 show, overseas deposits since 1965 have 
'
increased from 5 percent to 40 percent of all bank 
deposits , while overseas loans have increased from less 
than 2 percent to 30 percent of al l  loans during the same 
period . The vast maj ority of this m oney represents sheer 
speculation on the E urocurrency markets and, in various 
ways,  on the commodities boo m .  It is money sucked out 
of the jomestic economy to take advantage of the huge 
m ultiplier of the unregulated E urodollar market and the 
( until  recently )  large spreads in interest differentials 
( see Table 3) . 

Ta b l e  2 

F i rst C h  i c a g o  C o rpo ra t i o n : Loa n s  

(M I LL I O N S  O F  DO LLAR S )  

DOMESTI C  LOA N S  OYER SEAS LOAN S TOTAL LOAN S 
% LOA N S  

' Of  OVE R S EA S /  
AMO UNT % C HAN G E  AMO U N T  % C HA N G E  AMO U N T  ,. C HAN G E TOTAL 

1965 2 J59 45 2 � 804 1 . 6  

1966 2 � 894 4 . 9  75  66 . 7  2 � 969 5 . 8  2 , 5  

1967 3 � 146  8 . 7  182 142 . 7  3 � 328 12 , 1  5 , 5  

1968 J � 434 g , 2  294 61 . 5  3 � 728 12 , 0  7 , 9  

1969 3 � 600 4 . 8 636 116 . 3  4 � 236 13 , 6  15 , 0  

1970 3 , 842 6 . 7  685 7 . 7  4 � 527 6 , 9  15 , 1  

1971 4 , 363 13 , 6  L 094 59 . 7 5 A 57 20 , 5  20 , 0  

1972 5 , 710 30 . 9  L 371 25 , 3  7 , 081 29 , 8  19 , 4  

1973 7 � 774 36 . 1  L 589 15 , 9  9 � 3 63 32, 2 17 , 0  

1974 9 / 409 21 . 0  2 , 984 87 . 8  12 � 393 32 , 4  24 . 1  

1975 8 � 691 - 7 . 6  3 , 206 7 . 11 1L 897 - [L O 26 . 9  

1976 8 , 212 - 5 . 5  3 , 508 9 . 4  1L 720 - 1 , 5  29 , 9  

AVERAGE PERCENT 
11 . 2  54 . 6  I NCREASE / YEAR 1 965-1 976 

AVERAGE PERCENT 
14 . 8  34 , 3  INCREASE / YEAR 1 970-1 976 

SO URCE : A N N UAL R E PO R T S  
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r------- Ta b le 3 -----....------- Tab l e  4 --------. 

Eurodollar Yield Curve Maturity Of liabi l ities Of U.S. BankS 

SPREAD BETWEEN EURODOLLAR RATES 

3 HaS . VS 6 �S . vs 6 MO S . vs 

In The London Eurodo"ar Market Aug. 1 8, 1 976 
% O F  L I AB I L I T I E S L I AB I L I T I E S AS % 

I DAY 1 MONTH 3 MONTHS I MATUR I NG I N  O F  CLA I MS OF 
_______ G IVEN MATUR I TY 

1974 
JAN . + . 31 - . 06 

+ . 12 
- . 62 
+ . 38 
+ . LtLt 

- . 06 
+ . 06 

o 

L E S S  THAN 8 DAYS '" 26 . 0% '" 125% 
8 DAYS TO LESS  THAN 1 �� 19 . 4  � 130 MARCH + . 56 

J UNE + . 80 
SEPT . ' +1 . 06. 
DEC . + . 81 
1975 

1 MTH TO LESS  THAN 3 MTH S 26 . 4  115 
o 3 MTHS  TO LESS  THAN 6 MTHS 17 . a . 100 

93 
56 
10 

o 6 MTH S  TO LESS THAN 1 YR 6 . 2  
1 YR TO L E S S  THAN 3 YR S 3 . 9 

MARCH + . 82 +1 . 00 
+1 . 06 
+1 . 75 
+1 . 25 

+ . 62 
+ . 68 
+ . 81 
+ . 82 

3 YR S AND OVER 1 . 0  
JUNE + . 4Lt 
SEPT . +1 . 33 
DEC . + . 62 
1976 

MARCH + . 56 
MAY +1 . 00 

+1 . 31 
+1 . 00 

+ . 69 
+ . 69 i, 

SOURCE �  UN I TED STATES MULT I NAT I ONAL 
BAN K I NG :  CURRENT AND PROSPECT I V E  STRAT
EG I E S 1  SALOMAN BROTHE R S  

To take the deposits situation first (Table 1 ) .  notice 
that the average annual rate of increase since 1970 of 
overseas deposits is 10 percent higher than the com
parable figure for domestic deposits . S ince 1965 the 

, difference in rates of increase is even more striking - 30 
percent. 1969 was the watershed year. In that year. First 
Chicago Corporation - the holding company of First 
National Bank of Chicago - was formed ; and in 1969 .  
'With domestic interest rates sky high and loan demand 
soft under Milton Friedman's monetarist remedies.  
several hundred million dollars of' domestic deposits 
.were transferred overseas. Domestic deposits at First 
Chicago fell 13 .6 percent. while overseas deposits more 
than doubled. All in all. First Chicago had a net swing 
from domestic to overseas deposits of nearly $1 billion -
over 10 percent of all its deposits. Note also that while 
domestic loans essentially stagnated that year (Table 2) . 
overseas loans doubled. such that 1 969 showed a higher 
rate of increase for total loans than 1 968 ! 

Although overseas loans and deposits triple and 
quadruple from 1970-74. the speculative real estate boom 
provided a temporary domestic outlet for funds. · In this 
'period. domestic loans and deposits more than doubled 
before sputtering out in the recession of 1974-76 . In 1974 
overseas deposits and loans shot up 55 percent and 88 
percent respectively. maintaining the incredible 30 
percent plus level of total loan and deposit increase of the 
3-4 year period. But when the bottom fell out of the real 
estate investment trusts (REITs) and other real estate 
,�peculation. First Chicago kept right on g�ing with 

10 ECONOMICS 

SOURC E : BAN K OF ENGLAND QUARTERLY BULLET I N  

overseas speculation. albeit at a s lower pace. Last year 
. saw a nearly $1 billion decline in domestic deposits and a 
nearly equal increase in' overseas deposits - a net swing 
of almost $2 billion. First quarter figures for 1977 show 
the trend continuing. 

Although bankers and investments analysts like to' 
publicly pretend that it will always be September 1929 in 
the Eurocurrency markets . October is fast approaching. 
All the banks. including First Chicago. will not release 
figures on their non-performing Euro-market loans for 
obvious reasons.  But the handwriting is on the wall. Last 
year First Chicago wrote off $12 . 5  m illion of Its overseas 
loans - a 145 percent increase over 1975.  Inside banking 
sources reported that already Zaire is in default of over 
$200 million to First Chicago. a major portion of its 
outstanding debt to the bank. With the failure of the 
North-South conference. the virtual default of Turkey. 
and the generalized impossibility of rolling over Third 
World debt in the third quarter. F irst Chicago will un
doubtedly be right in the middle of the ensuing panic . As 
one investment analyst who deals with First Chicago 
said. "They have one big mess of exotic foreign loans . "  

First' s  Euromarket operations have relied o n  shorter 
and shorter-term money. with a rising percentage of 
borrowed funds maturing in eight days or less, 
paralleling those in Table 4 (see also Table 5) . In the last 
two years, they have shed about 40 percent of their high· 
interest longer-term domestic business deposits - much 
of this being certificates of deposits - in favor of lOw· 
interest overnight federal funds purchases. which im· 
mediately go into overseas deposits and then into short· 
term loans or loan rollovers. The success of the wholE 
operation depends on the interest rate spread betweer 
money loaned and money borrowed. In 1975. Firs1 
Chicago played the Eurodollar roulette wheel just right 
negotiating shorter and shorter term international loan$ 
to take advantage of cheaper and cheaper borrowed 
money. and thus increasing their spread and earnings . In 
1976 they began to run into trouble. As interest rates on 
Eurodollar loans dropped. the spread decreased from : 
1 . 60 to 1 .26 percent and has held near this level through 
the first quarter. 



The " brill iant" 1 9 7 5  strategy of 
using short-term cheap funds ,  like 
fed funds,  is now roya l ly  back
firing. To prevent a col lapse "  the 
dog must keep chasing its ta i l  at an 
accelerating rate ; F i.rst C h i c a g o .  
like i t s  N e w  York counterparts 
(see last week ' s  issue ) , has to 
throw more and more quick cash 
into the Eurodollar market to 
realize c o m p a rable  ear n i n g s .  
Robert Abboud was not k idding 
when he wrote i n  the 1 976 annual 
report : 

r--------- Ta b l e  5 --------..,.....-....... 

1 Y r .  or Less 

1 -5 Y rs .  

O v e r  5 Y r s .  

" . . .  (The ) International D epartment con
tinue (s)  to provide procedures and new technologies 
for corporate cash management on a world wide 
scale. Much depends on the speed and efficiency of 
the money transfer and paym ents m echanism i n  
foreign jurisdictions a n d  i n  the U nited States . . .  The 
Corporation is presentl y  in the forefront of this new 
and evolving technology and intends to remain 
there . "  

But First Chicago i s  losing the war. S i nce 1974 its net 
federal funds purchases have tripled from $ 1  bi l l ion to $3 
bi llion, its domestic deposits and loans have collapsed by 
1 7  percent and 13 percent respectively,  its overseas 
deposits and loans have increased 10 percent and 1 7  
percent respectively, and i ts  international earnings fel l  
over 5 0  percent (see Table 6 ) . Any additional increase i n  
the recent 1 percent rise in federal funds rates may even 
be enough to make Robert Abboud lose weight, let alone 
s leep . Furthermore , as docum ented last week, the high 
prime rate and low bond market rates are pull ing cor
porate financing away from bank loans into securities 
markets . First Chicago has no choice but to sink or swim 
in the Eurodollar crap game - and it isn 't  swim ming 
very well .  

The Real Esta te Debacle 

For the past five years , international operations have 
grossed a rising percentage of income (Table 6) , and last 
year's sharp drop in net incom e (Table 7 Column B) is in 
large part attributable to the shortfal l  i n  international 
earnings.  But this increasing reliance on overseas 
speculation is in no small  part due to the utter collapse of 
real estate speculation . While First Chicago refuses to 
divulge its good and non-perform ing real estate loans 
and related speculative ventures ,  and lists only a few 
sweeping loan categories and charge-oUs , it is never
theless, possible to get a fair i dea of its incredibly rotten 
picture. 

Several Wall Street bank analysts concur that ap
proximately 75 percent of F i rst Chicago ' s  real estate 
loans are impaired. This would mean that at least 80 
percent oftheir non REIT real estate assets are bad, and 
would include a good number of speculative com mercial 
ventures .  The figures for R E ITs are the only ones 
released in detail ,  however, and from the looks of these,  
there is no doubt why First Chicago doesn't  want its ful l  
real estate story out . 

F i rst  C h  i ca g o  C o rp o ra t i o n : 

M a t u r i ty D i str i b u t ion of Loa n s  

DOMESTIC OVERSEAS TOTAL 

1 975 1 976 1 975 1 976 1 975 1 976 

57 . 8 %  61 . 5% 37.3% 43.6% 52.0% 56 . 2 %  

31 . 4  29 . 6  39 .6 45 .4  33 . 8  34 . 3  

1 0 . 8  8 . 9  23 . 1  1 1 . 0 1 4 . 2  9 . 5  

Source :  Annual Reports 
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F i rst C h  i c a g o  Co rpo ra t i o n : 
I n te r n a t i o n a l Earn i n gs 

($ m i l l io n s )  

1 971 I 1 972 I 1 973 I 1 974 1 975 , I . 1 976 

N et Income Before Sec u ri t ies g a i n s  or losses 

$4.6 I $8 .6 I $1 1 . 0 I $3 . 0  I $35 .9 I $1 5 .8 
I nternational N et Income I. N et i ncome 
7 .0% I 1 1 .0% I 1 2 .0% I 2 .9% I 34 .0% . J 1 7 .0% 

I nte rnational  G ross Reve n u es I Tota l G ross Reve n u es 
N . A .  I 28 .0% 1 29 .0% I 30 . 0% I 32 .0% I 33 .0% 

Source: Annual Report 

Despite F irst Chicago ' s  crowing that is has c leared 
away 28 percent of its REIT loans during the past two 
years and is now over the hi l l ,  two key figures indicate it 
still has a mountain of bad debt ahead of it ( see Table 8) . 
In 1 9 76 the percentage of non-performing ( cash basis) 
R E I T  loans to total REIT loans actually increased 2 .5  
percent, from 58 percent to  60 . 5  percent - and th e aver
age REIT interest rate sharply fell  to a pitiful 3 .8  percent 
from 504 percent in 1975 .  Of the retired REIT loans , 21  
percent were written off as losses ,  and 20  percent in
volved takeover of non-profitable property that carry ex
penses with the m .  One hates to i magine how bad it is for 
the unreported real estate " assets . "  

O f  even greater importance i s  the impact of the write
offs on First Chicago' s  net income and corporate 
solvency .  As mentioned in the beginning of this report. 
F irst Chicago is the worst of the largest 15 banks in terms 
of bad investments .  

- Loan losses as a proportion of total loans amounted 
to 2 .03  percent in 1 975 and 1 9 7 6 .  far above the average of 
1 . 29 percent for the top 1 5  (Table 9r 

-Non-performing assets comprise the highest per
centage ( lOA percent) of total loans and double the 

, average of the top 15 ( 5 . 1  percent - see Table 1 0) . 
- Its loan loss reserve as a p ercent of impaired assets 

( 8 . 3  percent) is the lowest of the top 15 and less than half 
the average of 1 8 . 5  percent (Table 1 1 ) . 

ECONOMICS 1 1  



Ta b l e  7 - Fi rst Ch icago Corporat io n 

( M I LL I O N S  OF DOLLAR S )  

A. D. C- D. 
EARN I NGS  
BEFORE EAR N I NGS* 
LOAN LO S S  BEFORE 

NET LOAN PROV I S I ON S EC UR}T I E S 
AND GA I N S 
SECURjT I ES LO S S E S  LOAN/LOS S C HARG E-OF F S  

(LOAN LOS S E S )  
LOS S  
R E S ERVE** 

GA I NS LOSSES PROV I S I ON 

1973 114 . S  91 . 4  23 . 4 
1974 157 . 6  104 . 8  52 . 8  
1975 224 . 0  105 . 5  118 . 5  

1976 219 . 4 92 . 9  126 . 5  
1977 

C��hA :  210 . 0  SO . O  I F  130 . 0  

1978 

C��hB : 210 . 0 100 . 0  I F  110 . 0  

1978 

Ct�hC : 210 . 0  80 . 0  I F  130 . 0  

1978 

Ta b l e  8 
F i rst C h icago Corpora t io n : R E IT L oa n s  

($ m i l l ions)  

1 975 1 976 ... . .  _--" - "  - --- ------ -- -
Total Loa n s  Beg i n n i n g  of Year 788 693 
Non-Performing (cash basis)  Loa n s  402 343 
Non-Performing / Total 58.0% 60.5% 
Amount  Red uced 95 1 26 

N etcash payment 66 65 
Real Estate takeover 1 8  26 
Charge-ofts 1 1  35 

Total Loa n s  End ot Year 693 567 
Average REIT Interest Rate 5.4% 3.8% 

Source: Annual Reports 
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17 . 4 77 . 3  
40 . 3 83 . 3  
92 . 9 95 . S  

145 . 8  121 . 4  
102. 0 

I F  130 . 0  102 . 0  

- - -- -THEN 102 . 0  

I F  130 . 0  102 . 0  
- - - - -THEN 82 . 0  

I F  150 . 0  102 . 0  

- - - - -THEN 82 . 0  

• COL U M N  A MINUS C 

* *  
AMOUNT FOR EACH YEAR 

- ROU G HLY EQUALS COLUMN 
E + C - 0 FOR THE PRE
YlQYS YEAR 

NOTE: COLU M N  E IS FOR 
BEGINNING OF YEAR 

SOURCE: ANN UAL REPORT 

------- Ta b l e  9 ------a 

Com pa riso n  of N e t  Loa n Losses, 

1 975 a n d  1 976 
($ m i l l i o n s )  

1 975-76 
Loan Losses 

1 975-76 To 1 976 
1 975 1 976 Total Total Loans ------

Ban k  America $1 48 .6 $ 1 1 9 . 2 $ 267 .8 .75% 
Cit icorp 299 .4 290 .9 590 .3 1 . 44 
Chase Man hattan 251 .0 269 . 0 520 .0 1 .69 
Man u factu rers 

Hanover Trust 70 .0 83 . 3  1 53 .3 .87 
J . P .  Morgan 82.9 52 . 4  1 35 .3 .97 
C h e m ical  N . Y .  1 28 . 2 1 1 6 . 1  244 .3 1 . 70 
Bankers Trust N . Y .  97 .7 81 . 9 1 79 .6 1 . 58 
Conti nental  I l l i no is  68 .9 72 . 7 1 41 .6 1 . 1 0  
First Chicago 92.9 1 45.8 238.7 2.03 
Total 

Top 1 5  Banks 1 , 520 .2 1 , 531 . 1  3,051 . 3 1 . 29 
(AVERAGE) - -- -

Source: Loeb. Rhoades 



To b i e  1 0 
N o n - Pe rfo rm i n g  Loo n s ,  1 976 

(M I LL I O N S  O F  DO LLA R S ) 
N O N - P E R  

F O R M I N G 
O T H E R  TOTAL iS S ET S  

N O N - R E N EG O - R EA L  NO N - P E R  O F  
ACCRUAL T I AT ED E S TAT_ F O R M I N G TOTAL TOTAL 
LOAN S  LOA N S  OWNED LOAN S LOAN S LOA N S  

BAN KAM ER I CA 289 262 35  586 35� 448 1 . 7  
C I T I CO R P . L 728 303 175 2� 206 40� 917 5 . 4  
C HA S E  

1 � 386  MAN HATTAN 325 280 L 991 . .  30� 663 6 . 5  

MAN U FACTU R E R S  
295 HANOVER T R U S T  202 91 588 17� 610 3 . 3  

J . P .  MO RGAN 363 54 77 49/1 13� 960 3 . 5 
C H EM I CAL N . Y .  543 467 75 L 085 14 � 375 7 . 5 
BAN K E R S  T R U S T  
N . Y .  569 413 ll8 L I00 lL 347 9 , 7  

CONT I N ENTAL 
I LIL I NO I S  457 216 178 851 12� 904 6 . 6  llli!riil :!i!ii!�m1l%'WlW@i!::;<!ijK:· · ;:i];·i:n.f!.mr%.w.t.%1il%'H::w.w..):W.lf:t'tW"�llW!lWW$Wuwt.%Wr.WUI:.:mi!i ·11�4l?&'i@Wf!.1hl!l:!ii UJiliilliU 

at.li&i�w.':W:iM\W'%:l:ti'*.$1J?:IPI!I.il!:JW:f�i@·fmJ.��'i�%1'iMf.#' :J#>.%�.;rmw.:�6.��I:rI ! ; . }t:tl�.JJi .m .l .t�:�i' 
AVERAGE OF 
TOP l� BAN KS 5 , 1  

NOTE : *TA KEN OVER T H R O U G H  F O R E C LO S U R E �  E TC , �  E S S EN T I AllY N O N - P E R FOR M I N G  

SOUR C E : LOEB � R HOAD E S  

-Its loan loss provision. despite reaching a record 
high last year. was proportionately the third worst of the. 
top 15 banks , at 1 0'. 3 percent, and the only one of the top 1 0  
with losses greater than the provis ion ( Table 1 1 ) .  

-Returns on assets have decl ined every year s ince at 
least 1971  - 30 percent in alL 
Putting on his vapid Jimmy Carter grin .  Robert Abbound 
fantasizes that First Chicago has turned the corner : 

" 1 976 . . . (was ) a year of consolidation and 
redirection . . .  However . . .  the results confirm that the 
fundamental earning power of the Corporation 
remains strong . . .  We have successfully passed 
through a very difficult period of loan restruc
turing . . .  " 

Abboud is banking on sharp l y  reduced loan losses ,  high 
spreads in the Eurodollar market. and a continuation of 
the real estate boom let. What he is going to get is quite 
the opposite .  F irst Chicago has consi stently underesti-

mated its loan losses for years . Last year they had to in
j ect  an emergency $ 1 2 . 5  m illion into the loan loss pro
vision beyond the $ 1 1 4  m illion already allocated as losses 
exceeded estimates . This year they are praying to 
reduce the provision m arkedl y .  Table 7 shows why. 
Assum ing only a modest decline of earnings before the 
loan loss provision, if loan losses amount to $ 1 30 m illion 
- a decrease from last year - Abboud will have the un
comfortable choice of either m a intaining the loan loss 
reserve at approxi m ately present levels and take a 
further loss in earnings (Case A ) , or augmenting ear
nings and further erode his exposed position in the 
reserve ( Case B ) . If  however, loan losses exceed last 
year' s even modestly, say to $ 1 50 m illion, he is in real 
trouble ( Case C ) .  He wil l  then take both sharp earnings 
and loan loss reserve cuts . Losses in excess of $ 1 50 
m il l ion - as we indicate wi l l  indeed occur - wil l  
threaten the existence of the bank.  As one prominent 
bank analyst said, "We aren' t  even bothering to estimate 

ECO N O M ICS 1 3  



First Chicago's earnings - who knows what the hell is 
going to happen to them ! "  

Meanwhile, little Bob Abboud continues to run all over 
Chicago, promoting himself as the modern version of the 
"Renaissance Banker. "  It is rather ironical that his big 
kick now is to promote use of the VISA credit card ; one 

wonders if he is considering a fast exit to some third 
world country where, according to him, "There are no 
debt problems . "  For those bankers who know Abboud as 
the incompetent he really is, it is high time to write him 
off as a total loss and begin deliberations on Lyndon 
LaRouche's private development bank proposal. 

�-------------------------- Ta b l e 1 1----------------------------, 
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ENERG Y 

Dan gers Of The Prese nt Admin istration is 

P l utonium Fu e l  Cyc l e  Po l i cy 

This testimony was submitted June 8 ,  to the House 
Subcommittee on Science and Technology hearings by 
Dr. Morris Le vitt. 

Gentlemen : 
The issue of develop ment by th is  country of the nuclear 

fast breeder and associated nuclear fuel reprocessing 
technologies - the so-cal ied Plutonium Fuel Cycle - i s  
central t o  the issue o f  the future direction o f  basic scien
tific and industrial develop ment  of the United States ,  and 
hence the world. The long-overdue debate opened up in 
the pages of the May 2 A via tion Week magazine over the 
implications of basic scientific breakthroughs in Soviet 
controlled ,thermonuclear fus ion research which can be 
directly applied among other areas to developm ent of 
directed particle beam weapons m ust be ex,tended to the 
issue of the plutoni um fuel cycle,  fast breeders,  and 
reprocessing. 

In both cases , the central issue is not specific m ilitary 
weapons development but the underlying strategic issue 
of the state of U . S .  basic sc ienti fic and technological 
research and development capacity. This means R and D 
applied not only for defense but for bas ic industrial 
progress and develop ment - an i m p luse which has been 
the guiding genius of th is  country in the world since the 
pol icies of Alexander Hami lton , Franklin and the 
Founding Fathers . 

' 

In this context, there are th ree essential points to be 
made regarding the current Adm ini strations 's  proposed 
policies towards the develop m ent of the fast breeder and 
reprocessing. 

( I )  There is more than persuasive evidence that 
without develop ment on a rap id basis of the plutonium 
fuel cycle technologies , there wil l , be a major world 
energy shortfall within the next decade of catastrophic  
proportions . 

(2 )  That the globa l i m p l ications of the policies 
proposed by the current Adm inistration would lead the 
U . S .  to a position of funda mentally aggravated strategic 
disadvantage at a time when the overall military pre
paredness of the country has undergone a drastic decline 
over the past decade . This  decl ine has as its correlate the 
ongoing push by various po l icy think-tank c i rcles in and 
around the Administration to m a nuever the U . S .  into a 
suicidal war-los ing confrontation on the same basis that 
led to the cri m inal and catastrophic S A LT and related 
fiascos - in short, strategic adventllris m in nuclear 
terms .  The decline i s  not one of s l ick m i litary gadgetry 
and hardware but a prec ipitous declin� in  the country' s 
basic underlying industri al and scientific development . 

( 3 )  That for these and re lated reasons , no nation of the I world has been sufficiently convinced of the Administra
tion ' s  argum ent to abandon its plans for development of 
that p lutonium technology .  In fact, if anything, the 
enunc iation of the policy has forced the point that 
develop ment of such energy resources is more urgent 
than ever. 

While these are the central issues upon which com
petent determination of the U . S .  ' s  future R and D policies 
in  the area of fast breeder and related technologies must 
be made, it is also necessary to answer the Administra
tion 's  central argument against these technologies. The 
Adm inistration argues that the danger of nuclear 
weapons proliferation through development of the fast 
breeder and com mercial reprocessing warrants the 
proposed policy. The "proliferation" argument, as posed 
by leading Administration policy-makers , is scien
tifically fraudulent, as they Well know. 

We Need Plutonium Fuel , 

By all serious global estimates , even at present more 
conservative rates of proj ected growth of nuclear fission 
l ight water reactors , there exist throughout the world 
econom ically extractable uranium reserves sufficient to 
fuel light water reactors for at best another 20 years . 
Such studies are widely available and need not be 
repeated here. The essential point to be made is that 
introduction within the next 5-10 years of fast breeder 
and related spent fuel reprocessing technologies would 
essentially break that energy shortage well into the next 
century, by providing the essential Pu239 fuel for fast 
breeders as well as recyclable fissionable uranium for 
light water reactors . Without such prospects in sight, 
already prospective purchasers of light water reactors 
are reevaluating the feasibi lity of major capital invest
ment in an energy production technology whose fuel 
,source cannot be guaranteed.  

Thus, cutting off the avenue of development of the next 
generation of nuclear power technology' has immediate 
im pact in slowing the development of urgently needed 
present light water reactor energy sources worldwide. 
Even withoutthe addition of fast breeder technology, the 
decis ion to halt international development of nuclear 
reprocessing m eans a deliberate decision to scrap a 
m uch-needed 40 percent addition to the present world 
uranium supply. This is the equivalent of scrapping 35-45 
billion barrels of oil or 10-13 billion tons of coal from the 
world' s  energy supp ly . 

Strategic Part Of In tegrated Developmen t 

As the enc losed background report on the speech by a 
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Soviet nuclear energy official to last month 's  Salzburg 
conference of the Jnternational Atomic E nergy Agency 
underscores ,  basic Soviet industrial plans to incorporate 
development of fast breeder plutonium fuel cycle tech
nology as an integrated part of a long range fossi l-fiss ion 
energy developm ent program .  This overal l  approach is 
directly linked to the basic science and engineering 
technologies developed in connection with form idable 
Soviet control led thermonuc lear fus ion breakthroughs of 
the type which led to the cited breakthroughs in related 
partic le-beam develop ment. The Soviet fast breeder 
program rightly sees breeder development as an 
essential energy technology transitional to development 
of commercial fusion energy and development of a 
fission-fusion fuel cycle.  

Only with the development of breeder technologies on a 
wide scale will  the world have the adequate energy 
margin to develop the fusion energy technology essential 
to guarantee a long range solution - via the derived high
energy plasma technologies of fus ion - to the world' s  
primary resources problem . With high-energy plasma 
technology, the lowest grades of ore - including basalt 
and granite - become economical  m ineral resources.  In 
light of this ,  U.S.  failure to pur�ue a full-scale forced 
development of fast breeder and fusion development 
technology ensures placing the U . S .  at a strategic 
disadvantage internationally.  The lessons of the late 
1950's  Sputnik breakthroughs are relevant here. 

For these and related reasons , whatever merits the 
U . S .  Administration ' s  anti-plutonium policy may have , 
these have not been sufficient to persuade one of the 

. world' s  nations to willingly endorse such a policy as their 
own . In fact,  recent months of U . S .  diplomatic and not-so
diplomatic arm twisting to gain some form of backing for 
the Administration policy has brought the postwar 
system of U . S .  strategic alliances to the .point of break
down . This is the case with such all ies as Japan, Britain, 
West Germany, and Italy to name only a few .  

The major conferences o n  nuclear deve iopment held in 
recent weeks have almost unani m ously emphasized this 
point in heated opposition to the proposed U . S .  policy in 
light of the vast world energy needs .  This was the case at 
the April Conference on Transfer of Nuc lear Technology · 
in Persepolis ,  Iran where some 500 representatives from

' 

41 nations attacked the announced U . S .  poli.cy as "counter
productive. " The subsequent International Atomic 
Energy Agency conferences in S alzburg, Austria 
reemphasized this widespread opposition to the U . S .  
Administration policy coming from such widely 
respected international authoritie s  on the issue as the 
head of the IAEA. The Soviet Union ' s  response to the U . S .  
proposal a t  this meeting was t o  counter with a maj or pre
sentation of the progress and potential benefits of their 
fast breeder progra m .  

Indeed, i n  the weeks since the present Administration 
made its policy clear, p lanned fast breeder and 
reprocessing programs have been given added emphasis 
in Britain, West Germany, Japan, F rance and the Soviet 
Union. If latest Soviet reports are accurate, the USSR 
has solved quality assurance problems in the steam 
generator portion of its breeder program and is  pursuing 
plans to develop the world ' s  most vigorous breeder 
program . France,  currently the world leader in breeder 
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technology, has given the go-ahead to development of 
their Super Phenix after more than two years successful 
operation of the Phenix demonstration breeder.  
Japanese government officials have warned that 
am icable U . S . -Japanese relations wil l  be j eopardized if 
the U . S .  government continues to withhold approval of 
Japanese Tokai-mura reprocessing p lant and the related 
·Japanese fast breeder progra m . The European Com
mission Energy Com mission has j ust recommended an 
energy program through 1985  calling for $160 billion for 
nuclear energy development. , 

A s urvey of international attitudes on the proposed 
Administration plutonium ban reveals that, with the 
exception of a handful of underfed but highly vocal 
" environmentalists , "  a disproportionate number of 
whom appear to be directly funded or otherwise en
couraged by the Ford and Rockefeller F oundations (E.G.  
Natural Resources Defense Council ) , serious opinion 
regards the proposal as catastrophic to world interests .  

This  leaves as the central argument put forward in 
defense of its  policy, the Administration' s  citing of the so
called proliferation danger. The Administration uses the 
argum ent that the plutonium from fast breeders and 
developed in reprocessing can be used to make bombs.  
On this  we cite the very report which the Administration 
cited as basis for its announced policy, the recent Ford 
Foundation-Mitre Corp . report on nuclear energy. 
Although the sum mary conclusions of that report 
deceptively chose to ignore the fact - accurately con
tained within the body of the same report - it is con
sidered impossible to make a bomb out of the plutonium 
obtained from a commercial reactor. This is due to the 
additional presence of the high content of non-fissionable 
isotope Pu 240 which causes either a very weak ex
plosion or none at all to occur. The report 's  suggestion as 
to how this lim itation could be overcome by a perspective 
bomb-maker is technically ludicrous . 

The fact of the matter is that obtaining weapons grade 
plutonium via commercial reactors of this type is the 
most inconceivable m ethod i maginable. If a nation were 
bent on obtaining a nuclear explosive capability, either 
they would purchase such capability ready-made·on the 
world market or they would develop a special weapons 
grade plutonium reactor, the technology for which is 
widely available and has been in use since the 1950's for 
production of nuclear weapons . The present Secretary of 
Defense, who signed the Ford-Mitre report knows this 
full well .  

The final point to be made is  on the Administration' s  
argum ent that substitution of a so-called thorium 
breeder will elim inate the dangers of the plutonium 
cycle.  This can be answered by noting that such a change 
in m idstream to the direction of the U . S .  breeder 
program would delay the program by at least ten years , 
a devastating technological delay the world cannot af
ford . In the terms of a p lutonium ban, such a thorium 
cycle could not be developed since the only economical 
and the most technically feasible - way to implement 
the thorium fuel cycle is through its transitional in
tegration with the plutonium fuel cycle - hence 
requiring the i m mediate developm ent and construction 
of commercial p lutonium fast breeder reactors including 
the Clinch River Breeder Reactor (CRBR) demon
stration plant. 



Fusion Energy Founda tion Ho l ds Mi l estone 
Conference I n  West Germ a ny 

A conference on Energy and Technological  Develop
m ent, sponsored by the Fus ion E nergy Foundation , 
convened in th is  West German industrial  c ity June 6 ,  
drawing more than 8 0  partic ipants from major in
dustries,  universities ,  political parties ,  and governm ent. 

The conference here is  the second major FEF
sponsored event in Europe ,  the f irst  having been held in 
Stockholm in Apri l .  A third con ference is already 
planned for October in Ita l y  and w i l l  focus on discussion 
of a comprehens i ve Mediterranean develop ment pro
gra m .  

Speakers a t  the conference went through a jam-packed 
agenda covering the entire range of political and tech
nological requirements for a fusion-based econo m y .  In 
the first presentation, A m erican FEF m e m ber Eric  Ler
ner pointed to the relatively l i m ited supplies of uranium 
fuel as one i m portant reason why fusion m ust be 
developed by 1 990.  For all  practical  purposes,  he argued, 
uranium reserves will be exhausted b y  that t ime,  
assuming an annual econo m i c  growth rate of 20 percent . 
Such a rate - contrary to the usual 4-6 percent pro
j ections of European industrial ists - wi l l  be absolutely 
necessary in order to avoid a repetition of the de
vastation wrought on the E uropean population and 
economy by the Thirty Years War in the 1 7 th century, or 
worse .  

Sta tus of Fusion Research 
This was followed by a discussion of the current status 

of nuclear fus ion research by European F E F  member 
Ralf Schauerha m m er, and a report b y  Dr. Seifritz, a well  
known reactor specialist,  on the prospects for transition
al  technology leading up to fusion m ethods .  Dr. Seifritz 
emphasized the usefulness of they type of high-temper
ature technolog ies being worked on in a West German 
proj ect and its applicabi l i ty  for both " fusion torch" 
prototypes and the sensible gasi fication of coal (West 
Germany' s  most plentiful raw materia\ ) . 

MHO Versus Sla ve Labor 
Two presentations during the afternoon session served 

to counterpose the push for a fus ion-hased econo m y  

against the short-sighted , cost-efficiency, approach still  
prevalent in parts of the E uropean energy sector. 
Representing the first approach was an industrial spokes
man who outlined the i m mense potential in the field of 
magnetohydrodynamics (MHD ) technology, which deals 
with the field-generating qualities of high-energy nuclear 
plasmas.  In opposition to this , a representative of Ruhr
kohle AG , the government-controlled coal conglomerate, 
argued for the benefits of modernizing existing coal
burning power p lants in order to achieve somewhat

' 

higher temperatures .  E choing the pressure applied by 
Naderite environmentalists , he called for the use of 
excess exhaust for domestic heating purposes, adding 
that since such installations would be very labor-inten
s ive,  it could help solve the unemployment problem ! 

Hannes Horn, an FEF member and consultant for the 
lumber industry, then attacked this latter approach, stat
ing that the investment costs for such proj ects would rise 
b y  at least 30 percent over c urrent levels,  without any 
corresponding increase in energy output. Horn went on to 
show how there must be no delay in developing the 
necessary advanced technologies,  in view of the catas
trophic devastation of such regions as the African Sahel 
and the Amazon basin, which has already resulted in 
serious shifts in world weather patterns .  

The high spirits of  the conference reached a peak when 
a scraggly member of the Rockefeller-connected en
vironm e ntalist " Citizens '  Initiative" group rose to dema
gogical ly  assert that the F E F ' s  views were " wonderful , "  
a n d  that h e  h a d  " no difference s "  with the perspective 
presented . F E P  member Hans Bandmann shot back, to 
the audienc e ' s  delight, that on the contrary that organi
zation and its allies have been responsible not only for 
sabotaging nuclear development, but for causing con
fusion and demoralization in the ranks of scientists and 
industria lists engaged in such work. 

Conference participants included representatives from 
the Social  Democratic Party' s  national executive, the 
Christian Democratic Union R esearch Committee, the 
West German parliament, Mercedes-Benz, the Thyssen 
steel fir m ,  and the Procurement Office of the West Ger
man Federal Army. 

FE F Director Reports On 
Ok l a h o m a  E nergy Co nfe re n ce 

U . S .  independent o i l  and g a s  p ro d u c e r s  are convinced 
that they can trem endou s l y  i n c rease energy production 

th rough increased rates of  c a p i ta l  for m at ion and ex
p loration i f  govern m ent price regulat ions on interstate 

fuel are remo ved . Ho w e v e r .  they arc c o m p letel y  

ignorarit of t h e  nature and m ot ivations of the  pol i t i c a l 

econo m i c  forces beh i nd C a rte r ' s  r e s t r i c t i v e  energy 
policy and the A d m i n istration ' s  d r i v e  fOF what producers 
and their political allies call  " go v e r n m en t  soc i a l i s m . "  

This state o f  affairs was made c lear a t  a June 1-3 
m eet ing of leading independent producers from the 
Oklahoma and Texas region and over 100 " consumer" 
de legates ( including the author) from 25 states .  The 
m eeting was held at Phi l l ips U n iversity in Enid,  Okla
ho m a  under the auspices of the National E nergy 
Congress .  

The pol it ical  impotence and self-delusion of the confer
ence and its main participant,  the Independent 
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Petroleum Association of A m erica ( l PAA) . were 
exempl ified in the final keynote address by Oklahoma 
Governor David BorC'n .  Boren was i ntroduced as "a 
future Pres ident" and was otherwise considered by 
conferees to be " a  stra ight Dem ocrat . " After opening 
with the well-worn litany that President Carter is  to be 
praised for identifying "the problem . "  Boren then "took 
off the gloves" to attack the Carter-Schlesinger energy 
plan for not stimulating production of nearly enough 
energy and for leading to the c urtai lment of private 
freedoms and the end of the " fre� enterprise system . "  
Having said thi s .  however. Boren then reverted i n  his 
conc lusion to the suicidal politica l  tack of praising Carter 
and Schlesinger for their " sincerity and intel ligence. " 
qualities in which those individual s  compare un
favorably to the hyena and the computer. 

Practical ly all conference participants were com
m itted to growth and develop m ent.  some individual s  
being among the nation ' s  outstanding representatives o f  
the American Whig tradition. T h i s  commitment. 
however. was interpreted a lmost strictly in  terms of the 
parody of industrial capital ism that " free enterprise" 
has becom e under monetarist hegemony. 

Politics o f  th e Con ference 
The conference itself.  organized b y  a combination of 

Phi l l ips University. the Oklahoma S tate E nergy Office .  
the Enid Cham ber of  Com m erce and related oi l  and gas 
groups .  aimed at convinc ing representatives from non
p roducing states that the industry ' s  position (for 
deregulation)  was not s i m p l y  s e l f-servi ng.  but 
represented the on ly way to increase energy supplies and 
meet consu mer needs .  This c entral message was pur
sued relentlessly in workshops .  speeches.  and debates 
with pro-Carter-Schlesinger governm ent offic ials .  and. 
in fact. proved persuasive to state energy commiss ioners 
from industr ia l  Pen n s y l v a n i a  and O h i o .  fa r m  
representatives from Kansas .  and util ity and other in
dustrial customers who jo ined in supporting deregulation 
in the final conference state m ent.  

What both groups failed to sec.  however. was the tra p 
into which they had fa llen by accepting the economic 
ground-rules of the present monetary system and the 
ultranominalist political categories of " p roducer" and 
" consum er. " As this publication has documented. the 
capital shortage and profits squeeze of the oil industry is 
not due to price control and related government regula
tions or the inevitable esca lation of costs assoc iated with 
secondary or new exp loratory recovery as primary 
factors . It is due rather to the inflated costs and financ ing 
charges directly resulting from the exponential growth 
of fictitious capital in the dollar speculative bubble. Not 
recognizing that funda m ental causal  factor. the industry 
has j oined in helping to cut its own throat by j u mping on 
every piece of nonsense concocted by the " enemies of 
free enterprise" for the benefit of credulous conserva
tives. espec ial ly- the nostru m s  that " the era of cheap 
energy is  gone forever. " that " the security of the country 
depends on breaking the grip of the O P E C  carte l . "  and 
that the long range solution to energy needs wi l l  be 
provided by solar energy ! 

In the main public event at the conference - a debate 
on deregulation - Dr. Phil G ra m m .  a leading conserva-
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tive economist from Texas A and M .  excoriated Lee 
White. formerly of the Federal Power Commission. for 
repreiienting "the bureaucrats " who were strangling the 
workirigs of the market p lace.  that a ll-powerful essence 
of capital ism . the base of the Am erican system so 
presciently understood by the " revolutionary" Adam 
S m ith. Unfortunately .  Prof. Gramm did not know that 
for A lexander Hamilton. the actual co-author of 
A m erica ' s  s ystem of industrial c apitalism .  Smith was 
j ust another British monetarist  faker. Nor had Prof. 
Gramm. despite all his laudable scholarly efforts at 
uncovering Fabian hum buggery. ever heard of the Tri 
lateral Commission. the authors a n d  sponsors o f  a l l  the 
monetarist.  anti-industry policies C arter is inflicting on 
the U . S .  

F o r  a l l  their shortcom ings.  however. the "wildcat" 
energy producers and their Whig allies represent one of 
the purest American expressions of commitment to tech
nological  progress and " getting the j ob done. "  Enid itself 
sits at the edge of one of the p otentially greatest gas 
fields i n  the world. if advances continue to be made in 
dri l l ing to record depths.  Development of this field is a 
challenge the independents are itching to take on. And 
nothing but the highest forms of patriotism - in the' 
Humanist tradition - were expressed by outstanding 
speakers such as former astronaut Gene Cernan and 
University of Texas chemical engineering professor 
John McKetta. who properly identified the unique legacy 
and potentiality of the U . S .  to lead world development .  

Perhaps most importantly .  the conferees with whom 
thi s  writer spoke were almost al l  p eople who care enough 
a bout their nation and humanity to listen and carefully 
cons ider new and more coherently formulated ideas on 
what must be done.  Response to the Fusion Energy 
Foundation perspective on rapid fission-fusion develop
m ent and to the Labor Party program for a new 
m onetary and credit system spread sufficiently quickly 
that a maj or Associated Press article went out from the 
conference featuring the writer' s  warning of the war 
danger associated with Carter' s  policies . 

There i s .  in short. no question but that a political labor 
movement moving for Carter 's  impeachment anq put
ting the U . S .  in the lead for world development would find 
overwhelming support among the riggers . farmers , 
businessmen. and scientists Of independent oil and gas 
industry. 

- Dr. Morris Levitt 

West G erman P ress Reports 
Mex ican Reactor Order  

The J une 8 visits o f  West G erman Foreign Minister 
Hans Dietrich Genscher and President Walter Scheel to 
Mexico could lead to Mexico' s  order of a nuclear reactor 
from West Germany according to several West German 
press and radio sources in  the last week. Although the re
port has not been confirmed in Mexico. the daily newspa
per of the West German capital.  the Bonn General An
zeiger, interpreted such an order as an attack on Presi
dent J i m m y  Carter in its  June 8 issue. " Mexico is  in
terested in nuclear deal s  with West Germany, s ince the 



country wants to free itself and the rest of Latin A m erica 
from U . S .  domination . "  R eports of the deal were also 
carried in  the dai ly Die Welt ,  .T une 4 and in  June 8 radio 

reports . 
Both Mex ico and West G e r m a n y  have s igned the Nu

clea r Non-Prol i feration Trea ty .  w h i l e  Mexico has a n  out
standing reputation in  Lat i n  A m erica for s upporting nu
clear energy for peaceful uses only .  A nuc lear deal be-

. tween West Germ any and Mexico would serve to discre
dit Carter's  assertion that nuclear develop ment in the 
Third World must be stopped to prevent these countries 
from acquiring nuclear weapons . 

J a panese F i g h t  o n  N u c l ea r  

R e p roc ess i n g  P l a n t  C o n t i n u e s 

June 7 - The U . S .  govern ment i s  ins isting on joint U . S . 
Japanese operation of the experim ental nuclear repro
cessing facil ity at Toka i-Mura as condition for allowing 
U . S . -enriched uranium fuel to be reprocessed in  the Ja
panese fac i l ity the Japanese press reports .  The demand, 
part of the Carter Ad m i nistration attem pts to halt world 
develop m ent of reprocessing technology under the guise 
of h indering the proli feration of nuclear weapons.  

According to the Mianichi Daily Ne ws, offic ia ls  of the 
Japanese science and technology agency have expressed 
fears that the U . S .  proposal ,  if  acc epted , m ight restrain 
Japan' s  future nuc lear polic ies .  The U . S .  State Depart
m ent delegation, led by Ass i stant Secretary of State 
Lucy W. Benson , is reportedly trying to separate the 
issue of Toka i-M ura, whose operation is due to begin next 
month as an experim ental fac i l ity ,  from the overall Car
ter attempt to halt international reproc essing and fast 
breeder technology. 

The Director General of the J apanese Science and 
Technology Agenc y ,  Sosu ke Uno, has publ ic ly warned 
the U . S .  govern m ent that sched uled operation of the Ja
panese first nuclear rep roc e s s i n g  p lant at  Toka i-Mura is  
a " m atter of l i fe and death " for J ap a n ' s  energy supply 
progra m .  By term s of the treaty under which the U . S .  
government presently supplies enriched uranium for Ja
panese power reac tors,  Japan m ust obtain U . S .  approval 
for al l  nuclear fuel waste d isposal ,  inc luding repro
cessing.  The Carter A d m i n i s tration is currently with
holding deli very of enriched uran i u m  a s  a form of econo
mic blackmai l  to force the Japanese to abandon plans to 
go ahead with its nuclear reproc ess ing . and fast  breeder 
develop m ent. Uno went on to stress that " if the U . S .  says 
'no'  to our plan, it  wil l  seriou sly h urt friendly Japanese
U . S .  relations , "  accord ing to the Mianichi Daily Ne ws. 

W h at ' s  Be h i n d C a rte r ' s P l a n  

. t o  B i d  P u rc ha s e  I n t e r n a t i o n a l  O i l ?  

On June 1 4  the Rockefel ler controlled Federal Energy 
Agency will  begin to 'b id  purchase '  o i l  d i rectly from p ro
ducers, thus bypassing oil companies  to bui ld  up the U . S .  
strategic stockpi le .  For the June round alone the target 
'
wi l l  be 16 m i l lion barre ls of c rud e .  This m eans that the 

U . S .  government will  offer to purchase the crude from 
p roducers through sealed bids at the best price . The plan 
i s  designed ultimately, once it  fully evolves , to accom
pl i sh  three deadly and interrelated tasks : destroy the 
pol it ical  integrity of OPE C ,  enact d ivestiture targetting 
those U . S .  oil  companies not allied with Rockefeller 
( such as G u l f  oi l ) , and to thus disrupt the Arab-European 
dialogue based on technology for oi l .  

Today ' s  Washington Post reports that not  only does the 
F E A  want to initially acquire the 1 6  m il l ion barrels of 
c rude beginning this  month through the bid purchasing, 
but that next week the FEA will  purchase 2 million bar
rels on the international spot m arket. A congressional 
a ide to Congressman John Conyers (D-Mich . )  stated that 
the June 14 bid purchasing round will  set a precedent. By 
thi s  he was referring to the ultimate enactment of Con
yers ' recently proposed call  to Congress that all im
ported oi l  come exclusively through Schlesinger' s  still 
pending energy department, bypassing the oil compan
i e s .  The m ethod of purchasing crude through sealed bids 
from sellers to 'bring down the pric e '  is  in reality a cover. 
I n  fact, it is designed to pit one O P E C  producer against 
another in winning the rights to sell crude to the U . S . ,  and 
destroy the cartel . According to the Washington Post, 
Carter wil l  in December call  for the total crude strategic 
stockpi le  to be increased from the present 500 ,000 barrels 
to 1 bi l lion barrels by 1980. Already it is  estimated that 
the U . S .  may be buying up to the rate of one mi llion bar
rels a day in  the course of the build up . 

The crucial element i n  this ploy is the response of the 
Saudis . Knowledgable oil experts say that Schlesinger 
had ' del icate'  meetings with both Saudi Crown Prince 
Fahd and oil minister S heikh Y a m ani during their visit to 
the U . S .  in late May . Num erous press sources indicate 
that one topic of discussion was whether Saudi Arabia 
would be amenable to contributing to the stockpile.  Insti
tute for Policy Studies connected Washington sources re
vealed the p itch which Schlesinger and Company would 
throw at  the Saudis ,  of the variety that ' state to state' 
deals between the U . S .  and the oi l  ' Comecon type'  ar
rangements.  

A n n o u n c e  I ta l i a n-Sov i et 

E n e r g y  Conference 

J u n e  6 - The Soviet Committee for Science and 
Technology and the Italian-Soviet Association have an
nounced a maj or Italian-Soviet energy conference spon
sored by the Italian Center for Nuclear Research and the 
state National Center for Nuclear E nergy ( CNEN) . The 
conference ,  to be held in Italy in November will  promote 
the real ization of "the greatest potential of scientific re
search and technology as well  as industrial technology 
which could be available to Italy , "  in the words of Italian 
Com m unist Party Deputy m e m ber of Parliament, Ludo
vi  co Maschiella.  

In  related discussions , the Italians are negotiating new 
trade deals involving Italian high technology capital 
goods such as steel piping and drilling equipment in re
turn for Soviet coal ,  petroleum and enriched uranium . 
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Sov iets :  Wa I I  Streetl  s Debt Co l l ect i o n  
Wi l l  Ca use Wor l d  Wa r 

Commentator Felix Goryunov of the internationally 
circulated Soviet weekly m agazine New Tim es last week 
held the Wall Street banks directly responsible for the re
cent invasion and war in Zaire.  There and elsewhere in 
the Third World, wrote Goryunov, the bankers are des
perate enough to require " m ilitary guarantees "  to col
lect on their loans. 

Goryunov's is one in a series of extraordinary articles 
in the Eastern European and Communist Party pres s ,  fo
cussing on these international debts as a fundamental 
and urgent world problem . A parallel argument, strongly 
suggested by Goryunov's  succinct analys is ,  is that the 
Carter Administration ' s  global polic ies ,  on behalf of Wall 
Street interests, have lit a fuse on world war. The Czecho
slovak Communist Party daily put it  this way June 3 :  
Carter i s  carrying out orders from Zbigniew Bbezinski 
and the Trilateral Com mission, who intend to "black
mail" the Third World and the socialist states ; but, "the 
real world is other than Carter presumes in his ser
mons . "  The June Litera turnaya Gazeta (USSR ) ,  pin
pointed the problem with equal prec is ion when it re
ferred to an " i nternational Rockefeller cl ique" as an 
example of "real power" in world politics .  Terminology 
of this sort, appearing here in an expose on the Rockefel
ler family's  Bi lderberger Club,  has been out of currency 
in the Soviet Un ion for the entire "detente" era. 

There is no doubt what wil l  happen in a real war in the 
rea l world. One Soviet m i litary writer after another is in
voking the ideas and the na m e  of the Marshal Tukha
chevski i ,  author of the " theory of the offensive , "  to em
phasize the USSR's  war-winning strategy. Colonel Yeo  
Rybkin, whose article from the latest issue of Comm unist 
of the Arm ed Forces is  excerpted here, is a key spokes
man for the Soviet "Clausewitzians , "  and has been in
volved every time Clausew itz and the political nature of 
nuclear war have been debated in the USSR in the last 
decade . His current article,  "The Truth On War Is  a 
Weapon of the Forces of Peace, " attacks the idea , 
often handed around by the Rockefellers ' voice in Mos
cow USA Institute head Georgii Arbatov, that technology 
causes 'war. Marshal Bagra m yan in Komm unist pre
sents the Tukhachevskian approach of " swift, in-depth 
offensive action , "  which today defines exactly why in the 
Soviets ' first move in nuclear war ,  1 80 m i l lion Americans 
will  die. 

An article accompanying R ybkin ' s  in Comm unist of 
the Armed Forces even holds up Tukhachevski i ,  who was 
a musician, as a model of "high culture" whom Soviet 
soldiers should em ulate . 

Hot Spo ts Within Sovie t Stra tegic Perime ter 
The just-released draft of the new Soviet Constitution 

institutionalizes Soviet support for the Third World, as it 
does the constant combat readiness  of the Soviet Armed 
Forces.  Two officially mandated TASS releases last 
week asserted Soviet strateg ic interest in Third World 
hot spots close to detonation : one concerning the Horn of 
Africa warned that plans to invade Ethiopia are "playing 
with fire , "  and the other attacked the Rhodesian invasion 
of Mozambique, with which Moscow has a military 
coordination treaty. 

Colonel R ybkin made the same point when he stressed 
the Soviets' " comprehensive support" to anti-imperialist 
struggles . 

Debt Moratoria "Not Enough " 

New Times and " the Italian Communist Party weekly 
Rinascita, on the heels of the Soviets ' Ekonomicheskaya 
Gazeta (as reported in EIR last issue) , threw the spot
light on Third World debt and its immediate potential to 
cause Wall Street ' s demise, on the one hand, and military 
conflict, on the other. Writing in the East German 
monthly Wirtschaftswissenschaft for May, economist 
Jose Cavalcante argued that the debt threat could be re
solved only by moratoria . 

Debt moratoria alone would be insufficient, wrote 
Cavalcante ; a new system of trade and monetary rela
tions must be constructed, in which advanced capitalist 
sector industry will have a pivotal role. The advanced 
capitalist nations m ust export a portion of their historic
ally accumulated capital for Third World development, 
he argued ; if  direct investments are strictly kept to pro
ductive economic development projects , then the Third 
World can accept temporary dependency in order to re
cover from backwardness. 

New Ti m es :  Ba n ke rs Wa n t  
'M i l i ta ry G u a ra n tees'  

From "The 'New Marshall Plan ' Stratagem " by Felix 

Goryunov in the Soviet English-language weekly New 
Times No. 22, May 1977 

. . .  The external debts of the developed capitalist 
countries have now broken all postwar records. The 
present situation differs from that in the late forties in 
that the U . S .  no longer is in a position to play the part of 
the " rich uncle . "  The capitalist monetary system is over
saturated with "floating" dollars . Owing to the weakness 
of most cap italist currencies , the International Monetary 
Fund too is unable to finance the deficits . By the 
beginning of this year the IMF had at its disposal only 
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$4,000 million in " strong "  currenc ies - West German 
. marks , Swiss francs ,  and Japanese yen. 

Owing to the crisis of the IMF syste m ,  private trans
national banks , and primarily those of Wall Street, have 
in recent years become the princ ipal creditors of govern
ments . Interest on foreign debts account for nearly half 
of the total profit netted by the Wall  S treet bankers . A 
large part of the credits they have extended has been 
invested not in production,  but in government bonds 
issued to finance foreign debts .  In  the context of s low 
economic activity the bankruptcy of a big debtor could 
topple the entire credit pyramid not only of the United 
States,  but also of other capitalist countries .  

Bankers are no longer willing t o  take risks.  They want 
guarantees - monetary, econo m ic and political ,  and 
military guarantees too are not excluded. (The m ilitary 
aid rushed to Zaire was intended to safeguard not only 
the interests of mining monopolies ,  but also the dividends 
of the Western bankers who have provided loans running 
into many mi llions to President Mobutu . . . .  - New Times 
Ed. )  

R i n asc i ta : Co l l a pse H a u n ts E u ro m a rket  

Rinasc ita is the weekly magazine of the Italian Com
m unist Party (PCI) . In an article entitled "The Drifting 
Mine of Third World Debts ' �  PCI economist Luciani 
wrote this week : 

History is full of examples of banks , financing kings 
desirous of new conquests, which were destroyed 
because the kings either lost the war or, after their 
victory, defaulted. 

The ghost of a gigantic collapse is  haunting the 
Eurodollar market. The Am erican banks are the most 
exposed ; they hold around 65 percent of the notes . To 
prevent unilateral debt moratoria , these banks already 
lent $1 bi llion to Argentina and 4350 million to Peru in 
1976.  But the problem was not solved this way, and is 
becoming worse.  Zaire, with $2-3 bil lion in debts , will 
probably be the first unsolvable debt case.  In October, it 
was not able to pay more than $ 1 00 mi l lion. 

Now, if the developing countries declare themselves 
unable to pay, the Eurodollar market will undergo a 
grave crisis,  and som e of the most important American 
banks will risk collapse.  Hence, the bankers are 
becom ing more and more friendly to the developing 
countries .  It's a strange alliance : The American banks , 
with Carter as their representatives ,  the Arab countries 
of the Gulf and the non-oil p roducing · developing coun
tries.  All of these have an interest in pretending that 
credits are payable, when they are not . 

The solution, if a solution can be reached at the North
South talks , must be general and wil l  open doors to al l  
countries . The solution must be based on two considera
tions at least. . . If Brazil ,  for example ,  suspends its debt 
paym ents,  it will set off a chain reaction that will  
collapse not one, but all  the E urodollar banks.  If this 
happens, the central banks wil l  try to bail out the 
banks . . .  How can the balance of the developing countries 
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be made positive again? In the p resent world economic 
order, it is impossible ; a radica l  change in economic 
relationships is necessary at the international level .  It's 
ironic that it is precisely the E urodollar banks which are 
not agreeable to this change . 

M a rs h a l  Ba g ra m ya n  O n  

I n -d e pth Opera t i o n s  

The following is excerpted from "Soviet Military Science 
and the Defense of the Socialist Fatherland" by Marshal 
I. Bagramyan, appearing in the Comm unist Party of the 
Soviet Union theoretical journal Kommunist No. 7, 1977 
- May. 

. . .  In m ilitary art, Lenin attributed outstanding im
portance to the correct determination of the main danger 
and the direction of the main strike, the ability to achieve 
the overwhelming preponderence of forces at the 
decisive moment, and the necessity of creating reserves.  
Lenin considered that the most important conditions for 
success in war are decisivenes s ,  surprise actions , and 
seizing and maintaining the initiative . . . .  Recognizing the 
decisive role of the offensive, Lenin called for combining 
various forms of struggle and m astering all the means 
and methods which the enemy might have . . . .  V. 1 .  Lenin 
devoted much attention to m ilitary technology and its 
influence on the military, and to utilization of the latest 
technologies .  

. . .  Soviet m ilitary science . . .  gave the decisive role to the 
offensive, while orienting towards a combination of 
various forms and methods .  of conducting military ac
tions . . . .  The theory of depth operations was a major 
achievement of Soviet m ilitary thought. Here the 
problem was first solved of breaching the in-depth 
defenses of the enemy and turning a tactical success into 
an operational one. This fundamentally new theory of 
offensive operations made it possible to renounce slow, 
gradual overcoming of the enemy's defense positions in 
favor of more decisive and m aneuverable forms of 
waging combat and operations .  

The essence o f  the theory o f  depth operations was ·the 
sim ultaneous destruction of the enemy's  defenses 
throughout the depth of their positioning, breaching the 
tactical zone of defense ; and s wift, deep offensive action 
in depth, introducing an echelon comprised of tank, 
mechanized and cavalry units,  and landing air units' in 
the enemy's  rear. Our military theory devoted much 
attention to economic provisions for war, and use oHhe 
moral-political factor in the interests of victory over the 
enemy . 

. . .  Together with the fraternal socialist countries, the 
USSR has made a number of peace initiatives intended to 
continue, deepen, and materialize detente. 

These proposals ,  however,  m eet the stubborn 
resistance from the more aggressive circles of imperial
i s m .  Under their influence, the bourgeois press has 
recently launched its latest slander campaign about the 
so-called "Soviet threat" to the West and the supposedly 
over-augm entation of the USSR ' s  armed might. 



Accusing the Soviet Union. . of aggressive intentions . . is  
nothing other than an attempt by the ene m ies of peace t,o 
shift blame from the guilty to the innocent. deceive the 
world public . mask their aggressive plans . and increase 
mi litary spend ing and the arms race .  This was c lear at 
the recent Soviet-Am erican talks in  Moscow. where the 
American side essentially called for revis ion of earlier 
agreements . . .  ( in order to) obtain uni lateral ad
vantages . . . .  

Under conditions o f  activization o f  the reactionary 
circle� in the imperialist countries and the Chinese 
leaders ' blocking with them . . . .  the Soviet Union has to 
maintain constant vigilance and take measures to 
strengthen its security. 

. . .  The XXV Congress of the CPSU stressed the 
necessity of accelerating the progress of science and 
technology . . . .  raising the efficiency of scientific research. 
and more effectively implem enting its results . All  this 
bears directly on military sc ience .  

So v i e t  C l a u sew i tz i a n s  Su rfa ce 

The following is excerpted from a n  article b y  Colonel Yeo 
Rybkin. appearing in the Soviet journal Kommunist 
Vooruzhennykh Sil  (Com munist of the Armed Forces ) .  
No. 1 0, 1977 (May).  The article is entitled "The Truth on 
War":  

. . .  It is  well known that a substantial number of  
bourgeois mil itary theoreticians to  this  day recognize the 
correctness of Clausewitz ' s  form ulation that war is in 
essence a continuation of politics . . . .  The heritage of 
Clausewitz. however. is used in various ways . Marxism
Leninism adopted its rational kernel .  and brought to 
Clausewitz ' s  definition a tota lly new . c lass .  and genuine
ly sc ientific content. The bourgeoisie ,  as it became more 

· reactionary. used Clausewitz ' s  teaching in its own way. 
Today. it either fully denies the political content of war. 
or vastly falsified the basis  and essence of politics as the 
social phenomenon which contains the causes and pur
pose o{ war . . . .  

When i t  comes to the question o f  what causes the 
"balance (of forces) " to be upset - where the deeper 
roots of war lie - bourgeois ideologues give the most 
varied and contradictory answers . At the base of the 
political decis ions which lead to wars . they discover 
God's  wil l .  the devi l ' s  horns .  "cosmic forces . "  the 

a ggressive nature. of m·an, demog.raphic,  technological. 
inqustrial or cultuia l conditions.  geographical positions,  
the collis ion of strong " energy" tensions , and many other 
completely false factors . . . .  

A t  the present time.  theories which locate the cause of 
wars in scientific and technological  progress are 
receiving wide c irculation in the West. Representatives 
of so-called "technological determinism . "  such as R .  
Aron. M.  McLuhan. L .  Mumford and others , completely 
ignoring the class essence of politics .  view the growth of 
industry. technology. and science as sources of violence 
which not only fatalistically and inevitably breed 
m ilitary conflicts , but render faceless the forces which 
organize those conflicts . In this way, it is supposedly 
i mpossible to call those responsible for wars by 
name . . . .  The proponents of these conceptions and views 
on the causes of war . . .  are by no means apologists for 
aggressive wars - many of them advocate peace.  But 
from a scientific point of view, obj ectively, their theor
izing at the very least makes it more difficult to see the 
true causes of wars in the modern epoch and expose their 
instigators . 

. . .  After World War II .  a new round of wars occurred 
between oppressed peoples and colonial powers.  But due 
to the changed historical s ituation, above all the 
existence of the socialist system , the outcome of these 
wars was different than it had been previously : imperial
i s m  met with defeat. The world colonial system 
collapsed. This does not mean, .lowever. that imperial
i s m  gave up its policy of subj ugating other countries . It 
continues today to kindle m ilitary conflicts and organize 
coups d ' etat and terrorist acts in the young states and 
threaten them with m ilitary intervention and other 
measures of compulsion . In other words,  imperialism ' s  
policy toward its former colonies h a s  not fundamentally 
changed . It has only taken on new forms .  among which 
armed forces occupied a central place, as it did before. 

Under these conditions,  the socialist community is a 
powerful and reliable force.  which gives comprehensive . 
support to the peoples struggling for freedom . . . .  

The lessons o f  the world wars are of no small im
portance in today's struggle for peace. Lenin 's  analysis 
of the political essence of ihe first world war . . .  demon- I 
strates that in unleashing wars . imperialism only aggra
vates its inherent contradictions and undermines its own 
existence .  In response to the horrors of war and new 
threats of military upheavals,  the forces of peace grow. 
But since imperialism has not abandoned its plans of 
armed force,  strengthening the defense capacity of our 
country and the entire socialist community . .  .is a 
necessary factor for peace. 
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' Dem ocracy Accord i ng To NATO' 

June 5 - The article printed here was made exclusively 
a vailable to Nuova Solidarieta . New Solidarity's Italian 
language co-thinker newspaper. by Novosti. the press 
agency o! the USSR. 

by Dmitrij A rdama tskij 

No vosti Commen ta tor 

The recent sess ion of the NATO Counc il  has launched 
in practice the realization of the new American Ad
ministration' s  plan for the intensification of U . S .  
presence i n  Western Europe .  There are a t  least two 
reasons which impel the United States to hurriedly 
prepare a mechanism of more rigid control over the 
ongoing processes in the countries of the Old World. 

Above all there i s  the growing economic and social 
instability of these countries ,  a foreboding of political  
modifications not to  the advantage of the United States .  
In the second place, the growing economic competition 
by the "Common Market" causes the U . S .  to foresee the 
danger of a more independent political line on the part of 
the countries which belong to it .  

Not for nothing did the U . S .  insist so strongly on the 
concept of " interdependence "  during the recent meeting 
of "The Seven" in London . Nonetheless,  it  i s  difficult to 
believe that by this word the U . S .  intends something 
other than the subordination of the interests of its part
ners to its own . It is also difficult  to suppose that the 
United States could rely on a m ere propagandistic slogan 
at the moment in which the realization of an important 
strategic plan is posed. In rea lity.  secure and powerful 
means of pressure are needed. such a s ,  for example, the 
Atlantic Alliance .  

Carter has spec ified with extrem e  clarity that in order 
to guarantee United States presence in Europe it is in
dispensable to strengthen NATO . Although it has not 
been spelled out as explicitly,  it  can be automatically 
deduced that.  such a reinforcem ent m eans a more active 
political intervention by NATO into the affairs of the 
member countries.  

Over recent months the leaders of several Western 
European countries have expressed their concern over 
the equivocal interpretation of detente by the new 
Am erican Adm inistration. In particular.  they have 
expressed the fear that such an attitude could nullify 
many of the results reached in the area of developing 
reciprocal understanding . 

In individual cases it has been possible to even speak of 
contradictions between the Un ited States and its Western 
European partners concerning approaches to detente . 
Moreover, NATO's  demands for the increase of mil itary 
arsenals correspond increasingly less to the economic 
possibilities of the West European states .  where it  i s  very 
well understood that new m i l itary spending will con
tribute to aggravating even further their economic and 
soc ial crisis .  

The United States would like to solve the problem 
prec isely with the aid of the Atlantic Alliance : it would 
like a rigid and lasting " stabilization" of the political  
situation in the West European countries (something 
which is only possible at the expense of democracy in 
these same countries and by chipping away at their 
a utonomy ) ; it would like to impose on them its new 
opinion of detente and force them to accept new com
m itments with respect to m ilitary spending, ignoring 
their own desires and their economic p,?ssib!litie!! . 

. 

"Democracy " According to NA TO 

The new role of NATO , as it has been laid out by Carter 
and his advisors, risks leading to dangerous initiatives .  
The secret services o f  NATO and the United S tates , for 
example,  wil l  seek to influence political decision-making 
in the West European countries m uc h  more actively than 
in the past.  

Meanwhile the first examples of the Atlantic Alliance's  
intention in this  area already exist .  At the end of last year 
a docum ent drawn up by the D utch social democrat 
Peter Dankert and exa mined by the NATO assembly at 
Wil l iamsburg was rej ected because it obj ectively 
evaluated the positions of the Western communist par
ties .  A different document was instead published in 
February of this year by the Institute for Foreign Policy 
Analysis at the University of Cambridge (actually at 
Harvard in  Cambridge, Mas s .  - New Solidarity ed . )  and 
the Center for International Research at the University 
of Miami (both institutions are connected to the U . S .  
government) . It affirmed that t h e  participation of 
communist parties in the governments of France and 
Italy could have a negative effect on the integrity of 
NATO . The " experts " maintain that NATO must avert 
government participation by com munists. The same 
things are continually repeated by the commander-in
chief of the armed forces of the Atlantic Alliance,  
G eneral ijaig,  an American. 

A vert it in what way? Perhaps b y  nullifying the results 
of free elections ? Could even something of this sort oc
cur? At the very least it has been learned that NATO ' s  
leaders have prepared a secret plan of " struggle against 
political disorders , "  with the aim of suffocating any type 
of protest in the Alliance 's  member countries .  

This p lan was  j ust approved at the  session of  the NATO 
council which took place in London last May 1 0-1 1 .  It 
indicates concrete measures for repressing eventual 
possible demonstrations of protest ,  measures of strict 
surveillance and the " neutralization" of persons who 
come to be known through their p articipation in protest 
movements . It also provides for the transference, " in 
case of necessity , "  of the totality of power into the hands 
of the m ilitary, with the suspension of the Constitutions of 
the Western countries ,  the u s e  of armed forces to 
repress strikes - as has already been advised for some 
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time by the British General Kitson - and to guarantee 
the functioning of ports and ra ilroads.  and finally the par

: ticipation of mi litary units in the " mass  transfer" of the 
civi lian population . 

It would have been only odd. if after all this the par
tic ipants at the last session of the Atlantic Alliance had 

not dec lared in their public communique that the NATO 
organization has as its real goal " defending the ideals of 
democracy and respects for the rights of man . "  This type 
of rhetoric j ibes perfectly with the phraseology of the 
new adm inistration in Washington. which has dressed 
itself up as the " guardian of international morality. "  

I ta l ia n  U n i o n  Leader Ca l l s 
For G l oba l  Ant i -War Dr ive 

ITA LY 

The secretary general of Italy 's  largest trade union 
confederation, Luciano Lama.  made an unprecedented 
intervention into world politics in his address .Tune 6 to 
the union' s  quadrennial congress at R i m ini .  Italy.  
Lama's  speech to the four mi llion-member CG I L  confe
deration constitutes a magnificent example for the inter
national working class on how to deal with the monetar
ists ' threat to plunge the world into a general thermonu
clear war. 

Dropping all traces of traditional " c lean unionis m "  
impotence,  Com munist Party mem ber Lama identified 
the volatile Mideast and Africa situations as the potential 
triggers of general war and called for an interna tional 
united front of pro-develop m ent industrialists and trade 
unions to avert such a danger. The upcom ing Belgrade 
conference on European collective security. Lama noted. 
is the forum where " resolute" steps m ust be taken in that 
direction. Furthermore. Lama located the source of both 
left and right terrorism internationally in the " vital 
centers of power" and the " uncontrolled financial cen
ters " who pull the strings .  

Lama opened a sharp attack on the anar
chosyndicalist. local-control approaches which have long 
been used to manipulate Italian labor. "A profound and 
self-critical reflection on the conduct of the trade union .is 
needed . . .  1t would be completely inconceivable and vain 
to raise demands . to develop a struggle and even reach 
some results on a factory-level progra m .  ( But) if  these 
results are coordinated with more genera l programs of 
economic developm ent. the c lever and gifted en
trepeneurs com mitted to a develop ment policy can find 
support and directions for pursuing the advance of their 
activities . . .  " 

Broadening the polemic .  La m a  continued : "It  i s  
desirable that in  Belgrade the m ost incisive policies be  
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formulated to freeze the armaments race and to create 
instruments of collective security . . .  All unions . in
ternationally.  must support this initiative so that the 
governments of all countries be prompted to reduce 
m i litary spending and use the savings thus obtained for 
economic and social development . . .  guaranteeing a flow 
of capital, of technology and know-how toward the Third 
World . . . .  " 

Lama concluded by warning the Lower Manhattan 
banking interests that the kind of terror recently 
unleashed on Italy would not stop the fight for a new 
international economic order. " The subversive forces 
and their controllers anywhere they are - in the vital 
centers of power and the uncontrolled financial centers 
- must know that they are faced with a working class 
which is  not surrendering to their criminal en
terprises . . . .  " 

Cleaning Out the A narchists 
Lama's speech - which followed weeks of intense pre

congress organizing by the E uropean Labor Party under 
the slogan " from Rimini to Belgrade" - is the 
culm ination of a successful operation within the CGIL to 
c lean up the regional and local  union leadership of agents 
from "New Left" anarchist countergangs . Over the last 
month. two-thirds of the regional leadership has been 
replaced with worker cadres.  while Lama is moving fast 
to take hegemony over the national leadership by in
stalling pro-development leaders in the key secretary 
positions of the CGI L ' s  industrial category unions. Most 
notably. the Maoist-oriented head of the powerful 
m etalworkers ' category. Bruno Trentin, has been kicked 
upstairs to a figurehead post in the CG IL and replaced by 
a staunch pro-Soviet labor leader. 

These developments in the CG IL prepare the unions to 
implement the proposals outlined at the last Central 
Com mittee plenum of the Com munist Party, calling for 
an education program to prepare worker cadres as 
leaders at all  levels of Communist Party and trade union 
organization. 



���� �\�� ��\:I Vat ica n  E n ters F i g h t  To Avert N u c l ea r  War . 

Major changes in the Vatican hierarchy, followed by 
Pope Paul ' s  unprecedented audience with Hungarian 
Com munist leader Kadar, have carried the Roman 
church into the thick of the fight to avert an early ther
monuclear war. This develop ment,  culm inating several 
decades of efforts in this  direction by present Vatican 
Undersecretary of State, Monsignor Agostino Casaroli ,  
means that the Catholic hierarchy, like Italy ' s  Andreotti 
government before it, seeks an i m m ediate dialogue with 
Eastern Europe and is on the verge of normalizing 
relations with the Soviet Union. 

Pope Paul VI (Montini)  i s  backing the policy shift, 
having been a supporter of the Casaroli faction in an 
increasingly open way since at least 1965 .  

Although it  may surprise som e ,  the Vatican, l ike any 
other major financial power, i s  subj ect to  factional strife . 
Arra yed against the Montini-Casaroli  leadership has 
been a group of schis matic "traditionalists" associated 
locally with Rome's overtly fascist " black nobi lity , "  and 
internationa lly with the Rockefeller fam ily's  Opus Dei 
and " Buckley connection . "  This faction is grouped 
around Monsignor G iovanni Bennell i ,  the principal in the 
U . S .  National Security Counc i l ' s  recent uses of the 
Vatican for destabilization ga m e s  against Poland, 
Hungary and other Eastern European nations .  

But last week , Pope Paul  " prom oted" Bennelli  to  the 
position of Cardinal along with four others .  While the 
Ne w York Tiin es hopes he is now " in line to becom e 
Pope, "  Bennelli in fact appears to have been promoted 
right out of immediate influence on Vatican foreign 
policy. He must report for parish duties as Archbiship of 
Florence ,  leaving the secreta riat of state in the hands of 
Casaroli .  

Coinc iding with Bennel l i ' s  appointment to the College 
of Cardina ls ,  moreover,  was that of Monsignor 
Frankisek Tomasek of Czechoslovakia,  who had been 
noti fied of his elevation much earlier,  according to Ita
lian press reports , although the announce ment was m ade 
only this week . "The fact that Paul  VI dee med to keep 
this nam e  secret until now , "  wrote the Turin newspaper 
La Stampa June 3 ,  "is interpreted as  . . .  a sign of good wil l  
toward the East on the eve of the Belgrade conference . "  
Tomasek accepted his e levation " in the n a m e  o f  the state 
and church" of Czechoslovakia.  

Any interpretation of the appointm ent other than as a 
sign of Vatican-Com munist rapprochem ent was put to 
rest this week, when the Pope granted his  first audience ' 
ever to a European com munist leader. Janos Kadar, 
F irst Secretary of the Hungarian party, m et on June 8 
with Paul VI - and Monsignor Agostino Casaroli - for 
discussions of "Vatican foreign policy and the s ituation 
of the Church in Hungary. " 

Italy's  newspaper of record, Corriere della Sera , 
reports that "Kadar found a new c l i m ate, a new style in 
the conduct of the discussions . . .  Bennel l i ' s  exit from the 
secretariat makes Cardinal Vi l lot ( Casaroli ' s  i m m ediate 
superior -ed.) alone the head of the executive . . .  " 

The newspaper sum m arized : " The Casaroli line has 
won ! Normalization of Church-State relations is  the work 
of Casarol i . "  

Adm ittedly, the Bennelli faction is hard a t  work to 
create conditions under which an open split with the 
Vatican peace effort can be effected on terms favorable 
to the m selves. On June 6, the 80-year old arch-reaction
ary French Bishop Marcel  Lefebvre was invited to Rome 
by Italy' s  "black nobility, "  so-ca l led because of their 
links to the Mussolini regim e  and its sequels in the 
postwar neofascist movement. Before a gathering of 
these aristocratic financial-landlords ,  Lefebvre proceed
ed to incant the Mass in Latin.  S ince the 1 965 end of 
Vatican II, the Mass has been directed to be delivered in 
the vernacular. 

As the Lefebvre resurrection reflects , Bennelli 's  fake 
" traditionalist�" have for years conducted their pro- ' 

NATO political operations and their factional maneuvers 
against Montini-Casaroli by covert means - "dirty 
tricks . "  Rather than directly address the actual issues,  
they have preferred to provoke factional brawls around 
such things as the new liturgy - the mass in Latin being 
a principal bone of contention for Vatican II opponents.  
S ince 1965 ,  " underground" priests have continued to 
recite their  Masses in Latin . Lefebvre' s  provocative 
appearance in Rome for this purpose bears the earmarks 
of a Bennelli group directive to bring the renegades out 
into the open for pro-NATO, pro-Carter factionalization. 

Not Lefebvre himself, but the Bennell i  group' s  for
mation of a global fraction of " schismites" around the 
use of the dead language and related liturgical problems '  
could develop into a threat to the Vatican' s  new commit
m ent to peace and development. 

"There wil l  perhaps be a split between the tradition
al ists and the progressives , "  predicted the June 6 
Corriere della Sera . Pope Paul has remained quiet on the 
Lefebvre provocation, but as the June 10 edition of the 
dai ly La R epublica also com m ents , " Paul' s  audienJ;;e 
with Hungarian F irst S ecretary Kadar speaks louder 
than anything else to Lefebvre . "  

The Elevation of Casaroli 

The p rogress the Vatican has made in opening up 
relations with the Czech and Hungarian communist 
leaderships is the culmination of years of Casaroli  
organizing. In 1967,  Monsignor Casaroli  himself laid out 
h is  strategy for Corriere della Sera j ournalist Alberto 
Cavallari.  Casaroli stated : " This line (opening to the 
E ast -ed . )  has always been confused with an ideological 
truce, " - a reference to the false, " White Communist" 
effort on behalf of so-called " Christian-Marxist 
dialogue s . "  " The Soviet Union has accepted physical co
existence , " Casaroli continued, " but has refused 
ideological co-existence .  We are working on this area 
because certain international conditions have made it 
possible to initiate a series of negotiations . . . by the end of 
the 1 950s , certain contacts became possible. The first 
were with Yugoslavia between 1 956 and 1958 . . .  Thus , a 
policy of rapprochement was delineated between states ,  
not between ideologies,  and this  policy was continued 
with my trips to Hungary and Czecoslovakia in 1963 . "  

The Casaroli foreign policy effort w a s  continuous, and 
was prepared during the years of the Cold War. 
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Pope Paul ' s  commitment to a realistic Vatican-East 
policy strongly supported Casarol i ' s  initiatives.  Five 
days aftE!,r Mqntini ' s  election ( June 22,  1 963) , he an
nounced the re�convening of Vatican II.  One of the major 
aspects of Counci l  I I ' s  agenda was the emphasis on the 
Vatican ' s  new role as a peace ini tiator. Pope Paul opened 
the fourth - and final - sess ion of the counc i l  by 
motivating the discussion of the " ' The Church in the 
World Today. " 

The pontiff stated : "Mankind was destined to reform 
the world . . .  the Church must ' historicize'  itself - insert 
itself into history, in order to promote the renewal of the 
world for which it exists . "  Subsequently Paul established 
a new Secretariat for Non- Believers in the spring of 1 965 
under Cardinal Koenig of Vienna , to try to find "a basis 
for accomodation (stronger than the code-words 

' pragmatic ' and ' dialogue' which were used by Paul' s  
predecessor, John XXI I I  -ed . )  with the communi�ts , 
atheists , and other non-believers . "  

During .the open debate sessions o f  Council I I ,  the 
major discussion centered on the documents relating to 
the Church ' s  policy towards the " non-believers" and the 
i ssue of disarmament. During the Council Pope Paul 
h i m self left twice, once to address the United Nations, 
and then a trip to India to appeal to countries of the world 
to work for peace. The Secretary of State at that time, 
Bishop Samore, characterized Paul V I ' s  peace policy as 
unprecedented. Sam ore stated, in part : " . . .  The Pope' s  
appeal i n  Bombay continued the quest for a different 
view of disarmament, as a total and international ' 
process,  and as a way of getting past the logic of

' 

deterrence . . .  " 

'Strategy Of Te ns i o n '  I m ported To Fra nce 

F R A N C E  

The "strategy of tension" which the Rockefeller 
puppet-Carter regime used in Italy has now been i mport
ed to France.  If it succeeds , it wi l l  complete the process 
of French President Giscard ' s  subj ugation of France to 
the economic policy of New York banks ,  and to U . S .  
Secretary Cyrus Vance's  global deploym ent for ther
monuclear confrontation with the Soviet Union. 

The " strategy of tens ion" is  the Carter-Rockefeller 
pol icy of control led terrorism and counter-terrorism by 
" left" and " right" countergangs operating under 
identical police agency auspic ies .  Its aim is  to destabil ize 
s ignificant forces in oppos it ion to Rockefeller-Carter 
policy. 

The immediate target of the terrorists in F rance is the 
CGT, the giant, Com m unist Party-linked trade union 
confederation which is  the main obstac le to Gi scard 
governm ent deindustrialization programs and G iscard
Vance foreign policy col laboration . 

On Saturday, June 4 ,  strikers picketing at a plant in 
Rheims outside Paris ,  a l l  CGT organizers , were 
showered with gunfire by m e m bers of the so-called CFT, 
a fascist " com pany union" outfit .  One worker was ki l led 
and two others critically wounded . 

Then, today,  a gaggle of howling " left ecology 
freaks" gathered before a plant of the E DF electricity 
com pany,  stoning the gates and bui ldings .  EDF is  
engaged in an extensive nuc lear power plant expansion 
program,  at odds with Carter-(i iscard zero growth plans . 

Terrorist Goal: Sla ve-Labor 

This terrorism unleashed against both labor and 
industry was carefully pre-planned in Paris and 
Washington . For its part in the private intel ligence 
work, the New York Times treated its readers ten days 
ago to a completely unexp lained news scoop : " R ight 
Wing Violence May Erupt in France ,  Some Fear . "  

I n  Paris severa l weeks ago, t h e  G iscard government 
th ink-tank, " Perspective and Real i te , "  unveiled 
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government de industrialization p lans specifying the 
c losing down of large industrial firm s  in large cities like 
Paris , to permit decentralization of the related pro
duction capac ities into smaller units spread across the 
countryside . The feudal-fascist (Vichyite) p lan, con
trived under the direction of former French Finance 
Minister Fourcade, thus called for a dismantling of those 
heavy-industry urban sectors which are the stronghold of , 
the CGT confederation, as well as the sites of heavy 
i m m igrant-labor concentration - the immigrants to be 
s imply shipped home .  

The only qualification t o  Fourcade' s  s mall slave-labor 
unit scheme is that some large factory units are to be 
maintained for conversion to m ilitary production, whose 
export volume could provide the foreign exchange to 
m eet New York bank schedules for French debt 
repaym ent. European Labor Party organizers were told 
by Paris workers that such a conversion plan was on the 
books for their own plant, the giant Renault auto com
plex, the strongest of CGT bases . 

Who fired on CGT workers in Rheims is no secret. The 
so-called CFT was the goon-organization named in the 
Ne w York Times ' far-sighted prediction of anti-working 
class violence ten days ago. Another paramilitary in
telligence gang involved, the SAC,  a secret fascist group, 
is known to have been taken over by the old Algerian 
" b lackfoot" Secret Army Organization (OAS) , itself run 
by Rockefeller private intelligence networks with an 
Interpol and Israeli intelligence interface. 

And the 'Left ' 

The " left-wing" so-called E cology Movem
-
ent now 

attacking French nuclear power development is an even 
m ore hastily contrived m erger of several pre-existing 
Rockefeller network ganglets , including "Trotskyist" 
and " Maoist" crazies whose color was changed from red 
to green at the Vincennes University sociology depart
m ent in Paris - an intelligence agency behavior
modification center. Vincennes set up as a purportedly 
working-class institution, has been increasingly exposed 
as the French equivalent of the notorious Trento 
University in Italy, whose sociology department 
spawned such internationally known killer-groupings as 



the "Red Brigades . "  
Debate over Vincennes currently  c enters o n  whether 

the police will be allowed in to bust  the ram pant drug 
traffic ( and unleash a wave of riots)  or the Co m m unis t  
Party, which has  been linked to  the  institution s ince 1 9 6 8 .  
w i l l  succumb to supporting i t s  so-cal led acade m i c  
freedom. 

The next stage of the " s trategy of tens ion" is  p lanned 
to be a confrontation betwccn the zombie terrori sts and 

the pol ice,  to be brought on by Giscard ' s  threats to shut 
down Vincennes .  This scenario was invoked in 
l inguisticians m umbo-j umbo by one of the main brain
washers involved, the well-known "psychologist" Michel 
Foucault whose book " Madnes s  and Society" extols the 
advantages of schizophrenia. Declared Foucault : "Vin
cennes University i s  the kernel of the future Italian 
p rocess . Its l iquidation is  p redeter mined, for many want · 
to avoid the Italian s ituation . "  

Ruda kov Reve lat i ons  Brea k I n  Fra nce 

A n  article appearing in the Paris daily L e  Figaro May 
7, by Jerome Dumoulin. marked the first French 
publica tion of the year-old "R udakov revela tions " which 
ga ve the U. S. an idea of the superiority the Soviets ha ve 
in basic science. The R udako v disclosures la ter became 
one of the bases for the ev.l lua tion by retired U. S. Air 
Force General Keegan and Aviation Week tha t  the USSR 
is well ahead of the U. S. in weapons capa bility. With the 
publication of this report. Le Figaro ha s sim ultaneously 
undergone a full-scale "clean up " of its editorial board. 
exemplified by the resignation of Raymond Aron. the 
French representative of the ultra - "utopian " London 
Institute for Strategic Studies. 

"Do The Russ ians  Poss ess 
The 'Abso l u te Wea po n ' ? / I  

. . .  In strategic terms ,  this  ( the revelations in A viation 
Week) comes down to reduc ing to nothing the U . S .  
second strike capability and bringing down the entire 
edifice of deterrence. If the A via tion Week revelations 
are founded - and the reputation of  the review is  wel I
established - the Soviets could thu s  acquire ,  in the very 
near future, an absolute strategic s uperiority. 

Atthe origin of these revelations ,  a man of experience : 
General George Keegan . . .  We m et him in Washington in 
his office at the United States S trategic Institute,  of 
which he is  presently vice-president. The institute makes 
no mystery of its "hard " positions on defense questions .  
The review which he  edits , Stra tegic Revie w, is  
unanimously respected as one of the best American 
publications on military and strategic subj ects . 

For General Keegan, a Cassandra al l  the way, USSR 
military superiority - on the nuclear as well  as con
ventional level - is now a gi ven fact.  

"The end of the thirties ,  Churchi l l  preaching in the 
desert, the di saster invited by the policy of ' ap
peasement' towards Nazi Germany,  how can we not 
think of this tragic period in our h istory when we becom e  
cons.c ious of the il lusory character o f  detente ? "  . . .  

"The Soviets have a 20-year advance over the 
Americans as far as the development of a technology 
which they are convinced could soon neutralize the 

threat of ballistic missi les i s  concerned .  I have every 
reason to think that they are already at the trial stage. 
For five years intelligence circles have maintained that I 
was wrong.  Finally,  it was m y  small  organization which 
buckled down to fundamental research - undoubtedly . 
the most advanced since the developm ent of the A-bomb 
- and which demonstrated the reality of facts . "  

According to General Keegan, the incredulity o f  in
tell igence c ircles - of Office of Nuc lear intelligence of 
the CIA in the lead - is explained by both p sychological 
and technical reasons .  Psychological, because it is a 
priori very difficult for American scientists to admit thai 
other countries ,  and the U S S R  i n  particular, could be in 
certain areas c learly in advance over the m .  "At the 
beginning , "  explains General Keegan, " most of our 
scientists were simply not armed to comprehend what 
we were presenting the m . "  Technical ,  because the 
p roduction of a beam of particles of such force would 
suppose that conceptual solutions, then concrete 
solutions were brought to an i m p ressive series of major 
technological  proble m s .  " M y  ' young turks,  '" says 
General Keegan, " demonstrated that all these 'barriers ' 
had been surmounted with success b y  the S oviets . "  

The Revela tions of Professor Rudakov 

Their demonstration is  support b y  rich and precise 
information : the observations of Am erican alert and 
reconaissance satteIites ,  Soviet writings on high energy 
phys ics ,  contacts between Soviet and Western scientists . 
On this last point, a c urious episode : in July of 1976 the 
physicist Leonid Rudakov, visiting Lawrence Livermore 
Laboratories ,  gave an expose which left no doubt among 
its auditors of the scope of the Soviet advance in nuclear 
fusion and the production of high energy particle beams .  
T h e  Pentagon immediately  c lassified the Rudakov ex
pose "top secret. " Why did the Soviet physicist let 
h imself go to make such explosive revelations ? 
Hypotheses can be multipl ied.  According to General 
Keegan, the Am erican scientists who were l istening put 
into doubt some of his affirm ation s .  Rudakov, angered. 
then went far, too far ,  in the deta i l  of Soviet work - in the 
area of theory and its applications - leaving his 
Am erican colleagues with their m ouths hanging open . . . .  

. . .  At this hour, General Keegan i s  not optimistic : .  he 
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does not hesitate to say that the CIA wil lingly kept his 
reports under their elbows, and that neither the National 
Security Council 1'l0r the White House were really m ade 
aware of them.  They would have thus p roceeded to stifle 
an affair vital for the security of the United States and 
the world . The A viation Week article blew the cover off. 
During the first week of May, j ust before leaving for the 

London sum m it, President J i m m y  Carter was content 
with saying that there were " some errors" in the article 
in question . Several days later, a White House official de
c lared that it was " inexact to p retend that the problems 
brought up by this article had not been discussed at the 
highest level . . .  " 

Austr ian Cha nce l l or Kre isky Be h i nd 

Mid�ast Gu n - R u n n i ng Sca nda l 

' A U ST R I A  

The clearest example of how Austrian Chancel lor 
Bruno Kreisky has repeatedly violated Austrian 
neutrality with his gun runn ing to the Mideast is  the 
recent " Munitions Scanda l" watergating of Kreisky' s 
Defense Minister, General Karl Luetendorf. Luetendorf 
was for(!'ed to res ign on May 31 for his involvem ent in 
shipping rrlunitions to Syria in December 1 976 .  Social  
Democrat Kreisky, however, has escaped free of criti
cism for expediting the shipm ent of 3 , 000 sharpshooting 
rifles to Syria under the cover of " s port rifles" during 
May of this year:' 

According to the Austrian S tate Treaty of 1 955 which 
reconstituted postwar Austria as a neutral state , it is  a . 
violation of neutrality for Austria to export arms to a 
country in a state of war - such as the state of war 

. between Syria and Israel .  Austria ' s  for m er occupying 
powers , the U . S . ,  the Soviet Union, France, and the 
United Kingdo m ,  are pledged to gUarantee this 
neutrality. 

Although the months-long watergating of Luetendorf 
was nearly ignored by the Viennese press ,  one daily, Die 
Presse, reported that Luetendorf was actually sacked 

, because of his fai lure to reform the 40 , 000 man Austrian 
army, and not for the munitions scandal .  Luetendorf has 
been replaced by one Otto Roesch, Kreisky's  former 
Interior Minister and the leading Social Democratic 
security expert in Austria.  Roesch was Undersecretary 
of Defense from 1959 to 1 966 ,  and as Interior Minister 
directed the security arrange ments after the December 
1 9 75 terrorist assault on the Vienna OPEC conference.  

Luetendorf' s forced resignation came after an 
Austrian parliam entary i n ve stigation c o m m ittee 
charged that he did not tell the Chancellor all  he knew 
about a Dec . 7 shipment of 600 rifles and 400 ,000 rounds of 
am munition to Syria .  Although this shipm ent was 
blocked by Viennese .airport custo m s  offic ials as a 
probable violation of Austrian neutrality,  Luetendorf 's  
friend and arm s dealer,  Alois Weichselbaum er ,  
managed to get the munitions t o  a Yugoslavian port 
before he was caught. 

, The press,  however, did not pick up the scandal until  
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Jan . 1 2 .  Although both Luetendorf and Weichselbaumer 
i nit ial ly insisted that the shipment was comprised of 
" sport rifles" bound for Tunisia,  Weichselbaumer gave 
e vidence against Luetendorf during the April-May 
parl iam entary investigation that the rifles were shipped 
to Syria .  

. Kreisky 's Deal 

While Luetendorf was being grilled by the investiga
tion com m ittee,  Kreisky was appearing before the 
parliamentary Foreign Policy Com m ittee to expedite 
ship m ent of 3 , 000 rifles to S yria - a deal that Luetendorf 
and Weichselbaumer had set up in 1975 .  

In September 1975 ,  Luetendorf, Weichselbaumer, and 
S yrian Defense Minister Mustafa Tlass agreed that Syria 
would purchase at least 2 , 000 Steyr-Mannlicher SSG 
sharpshooting rifles and would discuss an additional 
$2 1 0 ,000 , 000 purchase of arms and vehicles for the Syrian 
Arm y .  The Luetendorf ship ment of 600 rifles and 400,000 
rounds of a m m unition was also' discussed at this 
m eeting. The initial  2 ,000 SSG rifles that were shipped to 
S yria labeled " sport rifles" are the civilian twin of the 
m i l i tary SSG,  and Weichselbaumer later sold the Syrians 
conversion kits so they could officially convert their new 
rifles into the military version. 

None of these arrangements were m entioned in the 
press , and nothing was heard about SSG unti l  an 
Austrian embassy official in Damascus recognized the 
SSG as the gun a Syrian soldier was holding over a dead 
Lebanese in a news photo released from Lebanon. 

In Apri l ,  officials from Kreisk y ' s  Chancellory ap
peared before the parliamentary Foreign Policy Com
m ittee to document Kreisky' s support for another ship
m ent of 3 ,000 SSG " sport rifles" to S yria.  Kreisky 
shocked the parliam entarians,  submitting testimony 
from the Swiss Foreign Ministry, the Swiss Military 
Department, and the Swedish governm ent claiming that 
there were no violations of neutrality when a neutral 
country such as Austria exported " sport rifles . "  Kreisky 
then had official experts from the Vienna police depart
m ent testify that the SSG could only be considered a 
" sport rifle . "  On May 4, the Foreign Policy Com mittee 
dec lined to raise obj ections to the sale of the 3 ,000 SSG 
rifles to Syria. On the same day, Kreisky flew to Syria for 
two days , unaccompanied by his Foreign Minister. to 
assure the S yrians that the Luetendorf scandal would not 
disrupt Austrian arms sales to the M ideast. 



Ti ndema ns Gov' t  G i ves Be l g i a n  Soc i a l i sts 

Green l i g h t For Auster i ty 

B E LG I U M  

Four months after the collapse of Belgium Prime 
Minister Leo Tindem ans ' shaky right-wing coalition, 
King Baudouin swore in a new government June 3, based 
on an al liance of Tindemans'  Social  Christian Party 
(PS C) , the Belgian Soc ialist Party ( PS B ) , and a gaggle 
of regionalist groupings . The distribution of portfolios in 
the new coal ition points to the fact that this is  a coalition 
which will try to impose a harsh local-control austerity 
program and the destruction of Belgiu m ' s  advanced 
energy and related industries . I t  is also c lear that the 
PSB will do most of the dirty work . 

The contractual basis of the new coal ition is the so
cal led com munity pact which provides the institutional 
fra mework for splitting the country into three autonom
ous regions ; Dutch-speaking Flanders ,  F rench-speaking 
Wallonia , and Brussels proper. This division will be con
firmed through the constitution of regional parliaments 
and parallel  Community Counc i l s  to legis late on al l  
issues of health;- education, and social  welfare. One en
raged Flemish journalist pinpointed the character of this  
setup ; " (the government) wants an Ireland,  and by God , 
they' ll have it ! O J  

The heaviest responsibil ity for the success o r  failure of 
the government's  local control scheme rests with the Bel
gian Socialists , who swept 12 out of 30 of the top-govern
ment positions ,  including the key Foreign Affairs and 
Economic Affairs Ministers . The P S B ' s  public proposal  
for financing the autonomous regions is  a looting policy 
euphem istically called " s elf-financing schemes with 
small  consumer savings.  O J  Also,  under the terms of the 
new coalition , the Social ists have m ade substantial head
way in increasing state control over the private banking 
sector, in particular through the establish ment of a gov
ernment overseer to the acti v i t ies  of the country' s  four 
largest private banks ,  K redietbank,  Banque de 

Bruxelles-Lambert, Societe Generale de Banque and 
Pari bas . These anti-banking m aneuvers become more 
obvious in l ight of the fact that the Boards of D irectors of 
a l l  four banks are currently discussing U . S .  Labor Party 
Chairman Lyndon LaRouche ' s  proposal for a hard-com
modity private bank. 

In addition, the new Tindem ans government has fully 
emb�aced the energy policy of the U . S . A . ' s Carter Ad
ministration.  No doubt taking some pointers from former 
E E C  E nergy Com missioner and leading P S B  member 
Henri S imonet - the new Foreign Affairs Minis
ter - the government will establish a National Commit
tet for Energy, to elaborate a comprehensive energy 
s;lvings program by the end of this year. A parallel gov
ernment agency wil l  also be created to act as watchdog 
over the nation' s  nuc lear energy industry by controlling 
the distribution of uranium to individual companies . 

Belgian industria iists are not taking the new govern
ment ' s  program s  lightly. The largest F lemish employers 
assoc iation, the VEV, issued a cal l  at its latest congress 
for a new labor-industrial  all iance for economic expan
sion.  The VEV stressed that rates of economic growth in 
excess of the c urrent 4 .5  percent to 5 . 5  per annum are es
sential  to el iminate unemp loyment to provide the surplus 
necessary for investment in research and technology. 
The Walloon employers, the F E B ,  s imilarly adopted an 
explicitly pro-growth orientation at  their own gathering.  

There i s  no guarantee that the new Tindemans-Social
ist coalition will succeed in its austerity drive . The inhe
rent weakness of the governm ent, based as it is on the 
tolerance of the P S B ' s  working class base and the hetero
nomic interests of numerous perpetually squabbling lin
guistic parties ,  was already demonstrated before the 
coal ition was sworn in ! Four m inisterial appointees from 
the French-speaking wing of Tindemans'  own Social 
Christian refused to appear for the swearing-in ceremon
ies on June 2 over petty grievances .  Tindemans im
mediately tendered his resignation to the King, who sal
vaged the entire governm ent at the last minute but could 
give no guarantee of its long-term viabi lity. 
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Turk ish E l ect ions I ncrease 
Cha nces For NATO Cou p  

The failure of the Republican Peoples Party to win an 
absolute maj ority in the June 5 Turkish general elections 
has sharply increased the chances for an escalation of 
terrorist activity in Turkey leading to a NATO-backed 
mil itary takeover.  : 

Bulent Ecevit, leader of the socia l-deinocratic Repub
lican P�oples Party (CHP) , won 2 1 3  parliamentary seats 
in the election, 13 short of a m aj ority, and will probably 
be for,ced to fOftTl a weak coalition with the Islamic reviv
alist Nl\Uonal Salvation, Party or with several right"wing 
splinter groUps.  S\lould Ecevit become entangled in such 
a coalition, ;politic ians in Ankara are reportedly " wary" 
of his ability to remain in power even a s  long as eight 
months,  the duration of his rule in 1 974.  

The electibn campaign was the bloodiest in Turkish ' 
history, marred by assassination attempts , bombings , 
and violent clashes provoked by self-styled neo-Nazi com
mandoes tied to the National Action Party of Alparslan 
Turkes. The Carter Ad ministration had counted on a 
strong maj ority governm ent coming to power in Ankara 
to implem ent the severe austerity m easures being de
manded by the"International Monetary Fund to ensure 
repayment of Turkey's debt and i mport bi l l .  "The worst 
news for Washington is  not that Ecevit won the elections,  
but that he didn't  win bigger , "  com mented Newsday on 
June 9. Relations with the U . S .  and NATO will  deterior
ate, warned the paper� " very probably lead(ing) to 
closer ties with Moscow . "  

In July, $ 1  billion i n  short-term convertible Turkish lira 
loans fall due, augmented by several more bill ion owed 
for i mports and debt servicing . The Central Bank houses 
only $600 m ill ion in foreign exchange . Despite the IMF's  
concern over Turkey's bankruptcy,  several leading 
bankers considering the U.S .  Labor Party 's  private In
ternational Development Bank 'p roposal have dismissed 
the Turkish bankruptcy hy�teria and stressed that what 
the Turkish econ:omy lacks lis merely p ropetly allocated 
credit for the country's bas;ically sound industrial capa-
city.  

' 

The COIiP Option 
Without a strOng governm ent in Ankara, the Greek 

daily Ta Nea warned that " open army i ntervention" is 
likely and could lead to " a  new ' adventurous Turkish for
eign policy . "  

This  scenario was confirmed b y  a knowledgeable West 
Coast banker who stated that if another unwieldy coali
tion government like that of current Prime Minister 
Demirel is  formed in Turkey .  " the likelihood of a coup in
creases tremendously, " adding. " F rankly. we would like 
to see the mi l itary come to power - they would get 
things done. The choices for Turkey are very limited . "  
the source continued. "Assuming that Ecevit does get i n  
power o n  h i s  o w n  without having t o  m ake a coalition, 
some pretty tough measures are going to have to be 
taken - a major devaluation, i mport cutbacks , no 

Tu rkey ' Thwarts Co u p  ' Atte m pt ' 
A right-wing military coup attempt led by former 

Col. Alparslan Turkes,  the leader' of the neo-fascist 
Nationalist Action Party and a '  deputy prime 
minister in the coalition government, was averted 
by the prompt action of the

'
Tur�ish armed forces 

high com mand and President ' Fahri Koruturk, 
according to the June 10 Christian Science Monitor. 
A num ber of senior arm y Rellerals are said to be' ;  

, 

involved and' at ' least ' 200 " officers ' were either 
detained or under close survei l lance s ince the coup 
attempt June 2 .  

, On that day, G e n .  S e m i h  Sancar, the Chief of Staff 
of the Turkish Armed Forces,  prematurely retired 
the ground forces com mander,  Gen. Namik Kemal 
E!rsun, with the approval of Pres ident Koruturk. 
Ersun was said to be one of the leaders of the at
tempted cOUP and a close associate of Turkes; who 

was responsible for the appointment of E rsun to his 
post more than one year ago .  Another general in
volved was Musa Ogun , one of the leaders of the 
1971  m i litary takeover. 

According to the proj ected coup scenario, para
m ilitary hit squads of the Nationalist Action Party 
would provoke street fights and attack public 
buUdings and election rall ies ,  forcing the mil itary 
to intervene. Such provocations were s lated to take 
place during the final election rally in Istanbul of 
Bulent Ecevit, a social democrat and the main 
opposition leader. 

E cevit, Demirel and S ancar all  received letters 
from an informant c lose to Turkes warning them of 
the coup attempt. Demirel then warned E cevit not 
to hold the rally in Istanbul because his l ife was in 
danger. 
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growth, a reversion to labor intensive rather than cap.ital 
intensive industry. " The other a lternative. stated the 
banker, is debt moratori u m ,  which the Turks , he 
claimed, " would be insane to try . "  

T o  set the stage for a mi l itary takeover and block any 
initiatives by Turkey against the I M F ,  U . S . -NATO engi
neered terrorism is expected to increase dramatically in 
the immediate period ahead . Just days after the election. 
the Turkish ambassador to the Vatican was assassinated 
in Rome by so-called "Armenian terrorists" in an inci
dent reminiscent of the assassination of two Turkish am
bassadors - one in Vienna and one in Paris - 1 8  
months ago. Two weeks ago, " Arm enian terrorists" 
were also blamed for the devastating bombings at Istan
bul airport and Istanbul ra il terminal .  In Apri l .  C . L .  Sulz
berger, a chief Carter Administration conduit at the New 
York Times, "predicted " a wave of Armenian terroris m .  

The escalation o f  terrorist activity will  b e  fac i litated 
by Turkes' National Action Party. whose number of seats 
in parl iament j umped from a m eager 3 to 1 6 .  affording h i s  

network of terrorists considerable maneuverability in 
their sabotage efforts . 

2 MIDDLE EAST 

Despite his long-time ties to the Rockefeller family and 
his membership in the Bilderberg Club, the elite Rocke
feller strategy clique, Ecevit is under pressure from left
ist as well as traditionalist layers inside and allied with 
the CHP not to abandon Turkey' s  ambitious pro-growth 
economic policies . At a news conference soon after the 
elections , Ecevit called for the restoration of "mutual 
confidence with the United States , "  stipulating that "of 
course.  this cannot be a one-way street . "  E cevit also ex
pressed his interest in meeting with Greek Prime Minis
ter Karamanlis and called for j oint Greek-Turkish deve
lopment of Aegean natural resources .  The Greek press 
warmly welcomed this overture as an important step 
toward defusing the volatile Aegean dispute between the 
two countries .  The move also provides crucial backing 
for the joint Arab-Soviet-European efforts to create a 
Mediterranean zone of peace. While he has promised to 
legalize the Turkish Communist Party, outlawed since 
1 925 .  E cevit has remained silent on the crucia'l matter of 
solving Turkey's economic problem s .  

., 



AFRICA 

u .s. Suda nese Stooges Fue l 
East Afr ica Tens ions 

The Ethiopian Ministry of Information denounced on 
June 7 the "dangerous s ituation. which the Sudan intends 
to provoke by the continued mass ing of troops "  on the 
Ethiopia-Sudan border.  Th� S udanese troop con
centration, which was admitted in  a Sudanese Foreign 
Ministry statement on the same day,  is the latest in  an 
escalating series of provocations made by the Sudan . 
a g a i n s t  E thiop i a ' s  s o c i a li s t  M il i ta r y  C o u n c i l ; 
prOvocations ordered by the U . S .  National Security 
Council in an . attempt to break up the diplomatic 
initiatives by the Soviet Un ion and Cuba on the tension� 
ridden Horn of Africa. 

Reflecting the broad global recognition of the U . S .  role 
behind the Sudanese actions ,  the offic ial  Soviet Press 
Agency, TASS, delivered an unusual l y  strong warning to 
the Cllrter Administration . on J une 5 :  " TASS is em
powered to dec lare that the Soviet  Union denounced the 
actions of those circles who are preparing to carry 
through an aggression aga inst Ethiop ia ,  as  well a,s those 
who are pushing them to this dangerous course.  Those 
who engage irf it wil l  bear a grave responsibi l ity to the 
peoples of Africa and the whole world. " A TASS release 
on the previous day Quoted the E thiopian Information 
Ministry, who charged that " . .  . i n  its aggressive actions,  
Sudan is  relying on the fu l l  support of reactionary Arab 
regimes and international i m perial ism headed by the 
U . S  . . . .  " 

While putting his army on ful l  a lert, Sudanese 
President Jaafer Nimeiry .is atte mpting to portray 
himself as the " victim " of Soviet and Cuban aggression, 
and this week traveled to Peking to gain further support 
and credibil i ty as an opponent " of " soc ial  imperialism . "  
I n  a speech J une 8 i n  China.  Nim eiry charged that Cuba 
has sent 2 , 500 mil itary advisors to Ethiopia,  who he 
al leged are tra ining the Ethiop ians to use Soviet weapons 
purchased with Libyan money.  He was greeted at the 
Peking airport by Chinese Vice Premier L i  Hs ieO-llien, 
who praised him as a "brilliant example in the fight of 
the Third World against imperial i s m  and hegemonis m , "  
and who proposed a "com mon front" in Africa against 
" Soviet penetration . "  

Sudanese and Chinese charges o f  the Soviet Union ' s 
aggressive intent, however, are the exact opposite of 
what the Soviets and Cubans have in fact been doing on 
the Horn of Africa.  S ince the v i s it to Africa of Cuban 
President Fidel Castro in  March, the efforts of these 
countries have been a i m ed at cooling down the 
dangerous tensions there and ensuring stabi l ity for 
economic development in the reg ion.  These efforts have 
inc luded attempts to m ediate the longstanding territorial  
disputes between Somalia and E thiopia,  both of  whom 

have good relations with the socialist countries,  and a 
Soviet initiative to mediate a peaceful settlement of \he 
secessionist civil  war in E thiopia ' s  coastal province of 
E ritrea.  

The outbreak of a war on the Horn is widely considered 
to be a potential spark for a maj or £ast-West con
frontation,  because of the -strategic importance of the 
Red Sea not only to Europe� but to Israel, which receives 
most of its petroleu� shipments · through · the Sea.  
Sudanese aggression a:gain�t E thiopia, aggression which 
has the support of private Rockefeller-Interpol channels 
in E gypt and S audi Arabia;  is seen as part and parcel of 
attempts led by Rockefeller-linked S audi elements to 
turn the R ed Sea into an " Arab lake , "  a development 
which would almost certainly provoke an Israeli 
response.  While Nimeiry is contributing to further this 
s cenario , ' Soviet efforts have been , aimed at heading it 
off. 

In addition to the Sudanese provocations a parallel 
effort is underway to pull the socialist government of 
so�a lia away from its longstanding excellent relations 
wit the Soviet Union and into the war scenario on the 
Ho n. This latter"'effort of necess ity includes a plan to 
overthrow Somali President Moham m ed Siad Barre who . 
rej ected efforts by the U . S .  and their agents in Saudi 
Arabia to buy him off. 

Attempts to draw the Somali  government into a blowup 
on the Horn , however, have met with little success.  In an 
intervieW with the Paris n�wspaper Afrique-Asie this I week , Somali  President Barre rej ected rampant rumors 
of a break between Somalia and the Soviet Union over 
S oviet support to E thiopia, with whom the Somalis have 
outstanding territorial  dispute s .  " We are not putting into 
Q uestion at all our relations with the USSR , "  he said, 
" We can express to our Soviet friends our appreciation of 
the s ituation and tell the m  that we can't  remain in
differentc.to the reinforcement of a regi me hostile to 
us . . . but, and I repeat it w ith force ,  this policy of the USSR 
does n ' t  put into Question at a l l  our agreements and our 
c lose relations which we have w ith her and which are 
stamped with solidarity and profound friendship . We 
chose the revolutionary camp, once and for all . " 

The possibil ity of overthrowing B arre has raised - for 
the second time - by the right-wing French daily Le 
Figaro, which pretends that a pro-Soviet coup is in the 
making, cover for the large Somali  right wing to launch a 
"pre-emptive" coup . Reporting on the return from a visit 
to Moscow by Vice President and Defense Minister 
Moham m ed Ali Samantar yesterday, Figaro speculated 
that the "pro-Soviet" Samantar m ight have "prepared 
the fall of his  bos s . "  
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Sudanese Fuel Tensions 

In their June 7 statem ent,  the Sudanese attacked the 
Ethiopian government,  declared their  support for any 
separatist movem ent in that country , announced that the 
Sudanese army was on full alert and declared that the 
Sudan " reserves the right to take appropriate 
measures , "  in the event of any Ethiopian "provocation . "  
President Ni meiry has previously stated that such 
provocations would inc lude Ethiopian efforts to retake 
parts of Eritrea which have been " l iberated " by the 
secessionist movem ent. Nim eiry a lso told the Jordanian 
newspaper Al Akkbar recently that " F rance has com
mitted herself to supply us al l  the arms which we wil l  ask 
for . "  

In a recent statement, an ' E ritrean spokesman an
nounced the rej ection by the E ritreans of a Sov iet
delivered Ethiopian offer of a federation including 
" recognition of a distincti ve E ritrean status , "  i . e . , 
regiortal autonomy. The statem ent revealed several 
meetings

' 
between Soviet representatives and the 

Eritrean movement at the Yugoslav e m bassy in  Khar
toum and elsewhere . E ritrean spokesmen have also 
announced the unification of the " socialist" and 
"Moslem ". factions of the secessionist movement, which 
in the short term means �reater m i l itary pressure on 
Ethiopia,  but in the, longer run is  a precondition for 
negotiating a peaceful settlem ent. 

Another provocation against E thiopia came last week 
from a tribal countergang in southern Ethiopia ,  which 
dynam ited the country ' s  only rail l ine t6 the sea, which 
runs through the soon-to-be-independent French colony 
of Dj ibouti .  

,. '  
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TASS Statement On Africa, 
June 4 :  

Armed detachments of the R hodesian racists who ille
gally govern the land of the people of Zimbabwe recently 
carried out a new plundering invasion of the territory of a 
neighboring state - the Peoples R epublic of Mozam
bique.  

These actiOns by the Rhodesian racists , led by I .  Smith, 
are causing a furiher deterioration of the situation in the 
southern portion of Africa, and may bring with them seri
ous international consequences.  They are an 'outrageous 
crime,  for which I .Smith and his m inions and patrons 
m erit severe censure . 

At the same time some western states are conducting 
constant negotiations with the I . S m ith regime, and are in 
fact. providing a cover for and legitimatizing that regime, 
which has no right whatsoever to be on either the terri
tory of Mozambique or of Rhodesia.  The British govern
ment's  statement that it will not use force against the I .  
S m ith regime under any circumstances is a direct incite
ment of the Rhodesian racists to armed attacks on neigh
boring states,  to even more vicious and inhuman sup
press ion of the people of Zimbabwe. 

In the Soviet Union, the news of the invasion by racist 
troops of the territory of the Peoples Republic of Mozam
bique, with which our country not long ago concluded a 
Treaty on Friendship and Cooperation, was greeted with 
deep indignation. TASS is  authorized to state that all re
spons ibi l ity for the consequences of the invasion rest 
with the racist regimes of southern Africa and their 
patrons.  

" 
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Jap·a nese Revo l t  Against Carter 

And Fu kudq /s Ch i na Po l i cy 

"' A P A N  

After highly successful .T apanese-Soviet talks on the 
economic develop ment of S iberia last week in Tokyo. a 
revolt has broken out i n  Jap a n ' s  ruling Liberal 
Democratic Party ( L O P )  against Japanese Premier 
Takeo Fukuda ' s  plan to push Japan into an anti-Soviet 
peace treaty with China. 

Fukuda. a' poli t ical henchman of the Rockefeller fin
ancial c irc les.  has m ade a series of overtures to Peking 
in the past two months including the dispatch of two 
Japanese m i litary m issions to China .  a s  part of the over
all Rockefel ler-puppet Carter pol icy for a Japan-China 
"Second Front" against the Soviets . The a l l iance is to be 
conc luded by a J apan-China peace treaty which would 
incorporate a s,tatement denounc ing the Soviet Union ' s  
"hegemonistic" desires . 

Fukuda is determined to s ign that treaty this summer .  

F ukuda ' s  g a m e  is  now being upset by Soviet efforts to 
patch up Japanese-Soviet relations which had deter
iorated badly during a recent protracted dispute over 
fishing rights between the two nations . But, many con
serv'ltive leaders , including a leader of the "new right" 
Serankai grouping inside the LD P .  are now saying that 
the fishing dispute was largely caused by Fukuda' s  over
tures to the Chinese. 

Last week' s  economic cooperation talks with Japanese 
business leaders were conducted by S oviet Deputy Trade 
M inister Patolichev. Then, in an interview in Japan's  
leading newspaper. the Asahi Shim bun,  Brezhnev 
proposed i mproving relations on the basis of cooperation 
in areas of m utual interest. He proposed that the two 
countries conclude peace treaty as soon as possible, or if 
sti l l  unresolved territorial disputes prevent that, an 
initial treaty of friendship and cooperation. 

In response, Fukuda was forced to announce that his 
Labor Minister. Hirohide Ishida, head of the Dietman's 
League for Japan-Soviet Friendship , and a staunch ally 
of the anti-Fukud� former premier, Takeo Miki,  will go 

Brezh nev Proposes Pre l i m i na ry IGood Ne i g h borl  
Treaty W i th Ja pa n 

The foJ/owing are portions of a n  in terview with 
Soviet leader Leonid Brezhncv printed last week by 
Japan 's leading ne wspaper. the Asahi  Shim bun.  
and reprinted June 7 in the Soviet party paper 
Pra vda . 

Q: During (then premier) Tanaka ' s  visit  to the 
Soviet Union. it was recognized that the d ispute 
over the northern territories between our countries 
is unsolved . Has not the position that the Soviet 
Union has taken on this recently.  been a departure 
from agreements that were reached? 
A: We recall very well the talks that took place with 
Japanese leaders at that time . . . .  As you J;'ecall .  in 
the j oint Soviet-Japanese statem ent of October 1 0 .  
1 9 7 3  agreement was reached t o  continue talks o n  a 
peace treaty. The Soviet Union is ready - if. of 
course.  the Japanese s ide does not pu� forward 
unacceptable conditions - to take this matter. 
which is important for our countries .  to its con-

. clusion . . . .  I t  is known that peace treaties . as a rule.  
encompass a broad complex of question s .  including 

that of border-lines . This also concerns the Soviet
Japanese peace treaty. But to say that in relations 
between our countries there are some kind of 
' unsettled territorial proble m s '  is a one sided and 
inaccurate interpretation . 

. .  . I f  we understand things correctly,  J apan is not 
yet ready to conc lude a peace treaty. Taking this 
into account. we have proposed.  while not ceasing 
negotiations on the peace treaty. to exchange 
opinions and sign a treaty on good-neighborliness 
and cooperation. which would encompass those 
areas of our relations which have matured suf
ficiently that they can be placed on a firm treaty 
basis . . . .  

W e  called our proposal a treaty on good
neighborliness and cooperation . In the final 
analysis it is not a question of names,  but of the 
content. We are prepared to also review possible 
initiatives from the Japanese side in this direction. 
I t  is important that such a bi lateral state document 
serve the goals of establishing genuinely good 
relations between our countries . . . .  
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to Moscow in June for " unoffic ial"  ta lks with Soviet 
leaders . Ishida will  discuss Japan-Soviet econo mic 
cooperation in S iberia ,  as wel l  as  ways to re-start talks 
on a Tokyo-Moscow Peace Treaty .  

The L O P  Revolt 

Inside the ruling LD P ,  a revolt is breaking out against 
Fukuda ' s  overtures to the Chinese .  The leaders of the 
revolt are LDP party elder and powerbroker Etsuaburo 
Shiina, and LDP faction leader Yasuhiro Nakasone. Both 
these men, who have enormous influence in the con
servative and business com m unity,  and a long record of 
encouraging Japan-Soviet econo m i c  cooperation have 
previously been divided on LD P polit ics internally .  

Nakasone was former prem ier Miki ' s  ally against 
Fukuda ' s  eventually successful takeover from Miki ,  
while Shiina was bitterly opposed to  both Miki  and 
Fukuda. But Shiina and Nakasone m et last week for 
the first time in six months,  and publicly agreed that the 
government should " go slow" on the China treaty. 
Nakasone and Shi ina have the strong support of Japan ' s  
business community, including the leadership o f  Nippon 
Steel, the world's largest stee l  corporation , whose 
chairman was in East Germ�ny last week where he met 
with Erik Honnecker, the head of that country ' s  ruling 
party, SED. 

Fukuda '5 Dilemma 

Fukuda is especially vulnera ble to pressure fro m 
Shiina and Nakasone, since he wants to enter the up
com ing Upper House elections this July with a united 
LD P behind h i m .  He will face a strong political challenge 
from former premier Miki if  the LD P ,  as is  now 
generally expected, does poorly in the vote . F ukuda has 
been trying to woo Nakasone in particular into his camp 
with promis�s of a cabinet post .  

Fukuda' s  political base inside the L D P  centers around 
the " Taiwan-Korea" lobby, sti l l  under the heavy in
fluence of former premier Nobusuke Kishi  - a top hawk 
ally of the Rockefeller, and Fukuda ' s  political mentor. 
That lobby, of course dislikes his  China policy. On June 8 ,  
Fukuda met with Kishi,  Shi ina a n d  leading pro-Taiwan 
hardliners Naka Funada and M itsuj iri  Ishi i ,  and pledged 
that he wou ld be " more p rudent in promoting 
negotiations with the Chinese" on the peace treaty, ac
cording to the Daily Yomiuri. 
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Former premier Kishi stressed that the United States 
itself has yet to decide it ' s  policy towards China, and that 
Japan should not do anything " rash" .  

The pro-Rockefeller . hawks, according to a Washing- , 
ton-based think-tanker, also fear that if a U . S . 
China-J apan pact were formed ,  the Chinese would try to 
weaken the "special" relationship Japan enjoys with the 
U . S .  in favor of a more Peking-oriented U . S .  �)Olicy. Kishi 
knows that Nakasone and Shiina both have great in
fluence in the "Taiwan-Korea " lobby themselves. Should 
Kishi-ally F ukuda attempt to force through a pact with 
the Chinese,  the pro-U . S .  " hawks " around K ishi could 
rapidly lose control over the lobby .  

Nakasone and Shiina 's  " go slow " policy towards China 
is being strongly supported by the governments of 
Taiwan and South Korea, both of whom are increasing 
overtures to the Soviet Union to i mprove relations ; this 
increases Nakasone and Shiina ' s  leverage in Japan. 

Miki 's Role 

Fukuda, to break-up the threatened Miki-Nakasone 
all iance against him , has attempted to use the fact that 
former premier Miki has him self fought for closer 
Japanese-Chinese ties in the past against the "Taiwan" 
lobby. Fukuda has decided on Shoj i Sato, Vice-Minister 
for Foreign Affairs and a leading Miki supporter, as 
Japan's  new envoy to China. Both Miki and Nakasone . 
however are unlikely to fall for the ploy. 

The Carter government itself is  now a major factor in 
Japan' s  growing rapprochement with the Soviets . 
Carter' s  threat to cut off U . S .  supplies of enriched 
uraniu m ,  should Japan go ahead with plans to open a 
ur;lnium reprocessing p lant this summer, has forced the 
Japanese to seri,ously consider accepting offers of 
enriched uranium from the Soviet Union. 

Japan ' s  rage at the U . S .  was evident in a speech that 
Japan ' s  S cience and Technology Agency head Susuke 
Uno gave to the Foreign Correspondents Club in Tokyo. 
Uno, . a  political ally of Makasone, warned that Carter 
policy " greatly mars friendly relations "  between the two 
nations . The Baltimore Sun in reporting Uno's  speech, 
m entions the Soviet uranium offer and then adds its own 
State Department-authored threat : if Japan ever took 
Soviet uranium,  the U . S .  would abolish its military 
security treaty with Japan ! 



Bh u tto , Oppos i t ion Nea r Agree m e n t  

To End Two Months Of Cr is i s  

P A K I STA N 

Pakistani Pri me Minister Zulf ikar Al i  Bhutto and his  
c ivilian opposition. the Pak istan National Al l iance 
( PNA) , have made significant progress in three rounds 
of negotiations to resolve the country ' s  two and a half 
months of economic and politica l  paralys is .  Sources 
close to both sides indicated th is  week that the ta lks w i l l  
probably result in n e w  elections a n d  that the m aj or issue 
on the table is when and with what stipulations wi l l  new 
elections be held. 

To reach this near resolution of the domestic cris is .  
Bhutto has had to  fight a m assive western m edia camp
aign a imed at discrediting h im on so-c al led "human 
rights " violations - aided by a consistent series of 
" leaks" from the Carter Administration characterizing 
him as a " loser. " These have included efforts by the Car
ter Administration to pressure France to back out of an 
agreed nuclear technology sale to Pakistan. a lead indi
cating that a U . S .  sale of 1 1 0  A-7 j et fighters will be re
neged on, and indications that the World Bank sponsored 
Aid-Consortium scheduled to meet later this month has 
been postponed - the last being followed by a Far -East
ern Economic Review report that when such a consort
ium did meet, a l locations by western donors wi l l  fall  far 
short of Pakistan ' s  needs . 

In all  these maneuvers,  India has been held up as a 
model democracy with the Washington unvei ling of a 
Carter Adm ini stration pro- " I ndia tilt . " S uch a U . S .  for
eign policy inevitably deepens e xisting hostilities be
tween India and Pakistan, thereby putting in cold stor
age the ongoing efforts by both countries to i m prove rela
tions through trade and develop m ent pacts . 

Both Bhutto and the PNA have used the good offices of
fered by Saudi Arabia to begin negotiations . S audi 
Arabia, in the interest of peace on the subcontinent. has 
informed the Pakistan govern ment that it  is  prepared to 
offer substantial amounts of economic assistance to help 
the country return to a develop m ent path i f  both sides 
agree to negotiate a truce preventing further strengthen
ing of the mi l itary enforcem ent of " law and order . "  
According to finance m inistry offic ia l  statements.  Pakis
tan has lost $765 million, in the months during which the 
PNA has disrupted all econo m ic activities through pro
test of purported vote rigging by Bhutto ' s  Pakistan 
Peoples Party (PPP) in the March 7 elections .  As a 
result, exports this year w i l l  fall  below last year by 35 
percent. 

The conditions of the current truce were revealed in a 
joint com munique released early this  week by both sides.  
The PNA has placed a moratori u m  on street demonstra
tions and civil disobedience for the duration of the talks . 
and has w ithdrawn its previous demand that Mr. Bhutto 
resign as a precondition to negotiations.  

In turn, Bhutto has released the detained PNA leader-

ship and freed most of the PNA supporters arrested dur
ing the demonstrations .  Following progress in the nego
tiations. Bhutto l ifted m artial law in the three major cit
ies .  The latter decision occurred after the Punj ab High 
Court had declared martial law unconstitutional ;_ a 
neighboring S ind High Court ruled the opposite way. The 
Supreme Court ruled in favor of the Punj ab High Court, 
thereby placing Bhutto ' s  governm ent on thin constitu
tional ground if he enforced martial law. 

The feeling in many Pakistani c ircles that the Carter 
Administration' s  policy is aimed at weakening Bhutto' s  
negotiating position was reaffirmed by the content of 
three " leaks " from Washington in the past ten days . 
F irst. the Carter Administration authorized shipment of 
a long delayed supply of enriched uranium for India 's  
Tarapur nuclear plant, despite i ts  repeated failure to  get 
India ' s  agreement to curtail its nuc lear energy program .  
S o  far Carter has only received assurances that India 
wi l l  continue talks on preventing proliferation of atomic 
weapons - already accepted Indian foreign policy.  
S i m ilar assurances from Pakistan were deemed "unac
c eptable.  " 

On May 31 , the New York Times ran a front page re
port that after talks with Secretary of State Vance,  
France had backed down on its  contract to supply Pakis
tan with a nuclear plant. Subsequent Agence France 
Presse wire reports denied that the French-U . S .  meet
ings had even discussed Pakista n ' s  nuclear technology 
let a lone agreed to. renege on it. One day later, another 
Times " leak" reported that the sale of 1 10 A-7 j et fighters 
would be stalled for three reasons : Pakistan has held 
firm on its nuclear energy,'developm ent program (which 
goes against Carter' s  policy) , India has obj ected to the 
U . S .  supplying j ets to Pakistan ( a factor that never pre
viously worried U . S .  policymakers ) ; and the U . S .  is con
cerned about the "tenuous nature of Bhutto' s  govern
ment which has been beset by violent agitation. "  

This "concern" . was also evident i n  a special 
memorandum compiled by White House staffer Charles 
O ' K eefe who privately informed Carter ' s  top drug con
trol advisor, Peter Bourne, that after Bhutto is ousted, a 
PNA government would let the opium trade proliferate 
without controls . O ' Keefe indicated that a faction of the 
PNA receives its funding from the opium trade, an ob
servation that unw i tt ingly substantiates Bhutto 's  
charges that there is  a foreign element in the funding of  
the PNA . 

It is expected , that despite the Carter Administration' s  
doubts about Bhutto 's  future, he w i l l  reach an agreement 
with the PNA within the week, a l lowing elections to deter
mine who governs. One option that Bhutto is known to be 
considering is l ifting the ban on political parties, thus 
legalizing the banned pro-Soviet National Awami Party. 
In such a situation it is possible that the NAP leaders 
would enter the negotiations . This actions would also 
serve to undercut the right-wing p rovocateur component 
of the PNA, the very forces that Bhutto has accused of re
ceiving U . S .  funding. 
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LA TIN AMERICA 

How Se nator  Do l e  I s  He l p i ng 

To Sta rt The Next Wa r 
Senator Robert Dole, who rem inded the nation last fall 

that the Democrats have started every war for the last 
century, is now prepared to help start one him self.  On the 
heels of the Carter announcem ent that the U . S .  and Cuba 
will exchange diplomats and consular officials as " in
terest sections" of the Swiss  and Czech embassies in 
Washington and Havana , Dole has authored a Senate 
resolution which specifies the following preconditions for 
the restoration of diplomatic relations with Cuba : 1 .  the 
withdrawal of all Cuban troops from Africa ; 2 .  the 
release of all American prisoners in Cuba and progress 
toward the establishment of "human rights " in Cuba ; 3.  
compensation for all  property nationalized by Cuba after 
the 1958' revolution ; and 4 .  the renewal of the U . S . -Cuban 
anti-hij acking treaty which expired in Apri l .  

Dole 's  resolution , which wil l  be s ponsored in  the House 
by Representative Broomfield of  Indiana , a lready has 
the support of Senators Goldwater, Hayakawa, Helms 
and others. It caps a week in which leading conservatives 
have been straining to outdo each other in denunciations 
of the Carter announcement.  Senator Baker called this 
"The worst conceivable m o m ent to improve re lations 
with Cuba . "  Former President Ford asserted that it is a 
mistake to establish relations w ith ," a country that 
propagates communism . "  Dole spec ified in his

'
· own 

statements that the probl e m  is " Castro has m ade no 
concessions " to the U . S .  as yet. 

Dole ' s  position agrees exactly with that of Trilateral 
Commission member Sol Linowitz wh

'
ose script on the 

establishm en't of relations with Cuba calls for " a  
sequence o f  rec iprocal actions " whieh will  gradually 
force Cuba to concede on its Africa policy and on the 
question of human rights . The Linowitz approach was 
first laid out last Decem ber in the report dra wn up for the 
Administration by the C o m m ission on U , S . -Latin 
Am erican Relations and generally known as the Linowitz 
Report. Significantly, the report identified the other 
major confrontation point in the hemisphere as the 
Panama Canal - an issue which draws a like response 
from conservatives. 

Since Cuba has m ade it clear since the beginning of the 
negotiations that its Africa policy was " non-negotiable" 
and has re.i e�ted as "hypocrisy" Carter' s human rights 
stance,  the Linowitz scenario can only lead to headlong 
confrontation with Cuba and with the Soviet Union itself 
- and tllat is prec isely its intent; 

The more recent publicat ion on Latin America of the 
equally , Trilateral-dominated Commiss ion on Critical 
Choices,  of which Linowitz is also a member, spells this 
policy out even more explicitly as  an attempt at " making 
Cuba the Socialist camp ' s  first true deserter . "  However 

the Com m ission is equally explicit that the cost of this 
policy may be U . S . -Soviet confrontation. As they state it : 
"Neither the Soviets nor the Cubans are likely to alter 
their course until they are sometime confronted by the 
United States . "  In other words the policy is a replay of 
the 1 962 Cuban missile crisis . But this time the USSR will 
not back down. 

In addition, the Com mission directly tied the Panama 
Canal question to confrontat�on w ith Cuba. Their report 
makes c lear that opposition to the negotiation of a treaty 
that would give Panama control of the canal is as much 
part of the regional confrontation plans as are the 
negotiations themselves .  They predict a chain of events 
"that would begin with the S enate rej ection of the 
treaty , "  lead to " low, level violence , "  or possibly to " a  
prolonged campaign o f  terrorism and outright guerilla 
warfare, "  conducted with help that " could only come 
from Castro ' s  Cuba . "  "In such a case , "  the Commission 
asserts , "the United States should certainly take the 
measures necessary to protect itself from outside in
tervention . " 

The barrage of conservative and editorial obj ections to 
Cuba ' s  failure to make substantive concessions to date · 
has already escalated this scenario into a "phase two" 
mode. The atmosphere is being created in which the 
Carter Administration can demand the virtual abroga
tion of Cuba ' s  revolution and the " intransigent" Cubans 
can be identified as an enemy of the U . S . ,  setting the 
preconditions for confrontation. The Baltimore Sun has 
asserted that Castro " should be tested rather than ap
peased . "  The Washington Post complains : "Has Fidel 
Castro been told in effect that he can have the advan
tages of normalized relations even while continuing 
unabated the interventionist policy ( in Africa) of which 
the Carter Adm inistration officially complains? "  Ac
cording to the New York Times the Administration has 
warned right on cue that any improvement in relations 
could be quickly undone by " opposition in Congress to the 
Adm inistration' s  initiatives and reports· that Dr. Castro 
p lans to send troops to j oin the m ilitary advisors that 
Washington believes have been sent to E thiopia . "  

The Next World War 
With the notion of containing the liberals'  " sell-out to 

the Com m ies" by forcing a hard line show of force,  
conservatives are simply proposing the Linowitz war 
games strategy - the Carter policy. Conservatives are 
actually lowering the threshold for world war by giving 
dominant Soviet mil itary forces the impression that 
there is no opposition in the U . S .  to the Carter Ad
m inistration' s  war policies.  

- Cornelia Reynolds 
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Outcry Deioy"s Candidate 's Ja i l in9_ 

Ba re FB I ,  Ca rter Use Of Fa ke 
Doss ier  To Fra m e  Up Ogden 

Amid dramatic new develop m ents in the case 
surrounding his February 1 9 76 fram e-up conviction for 
trespass and resisting arrest, u . s .  Labor Party can
didate for Governor of Virginia ,  was gi ven a one-week 
reprieve this morning by Virginia S tate Court Judge 
Tucker before beginning service of a 32-day j ai l  sentence 
for the conviction. 

The issues in the case have now expanded to involve a 
nationwide F B I-Carter Administration Cointelpro oper
ation with explosive implications in the atmosphere of 
impeachment surrounding the administration. 

The delay in the date Ogden m ust begin serving the 
sentence - originally scheduled for today - fol lows a 
nationwide mobil ization by the U . S .  Labor Party, sup
porters and others including sc ientists and state Repub
lican offic ials,  protesting the railroad conviction and urg
ing Governor Mil ls  Godwin to grant executive clemency 
to the USLP , gubernatorial candidate . Godwin earlier 
refused to grant pardon to Ogden, but did not rule out the 
option of clemency, which would keep Ogden out of ja i l  
but, unlike a pardon, would not erase his conviction.  

But the most dramatic turn in the case was the an
nouncement by U . S .  Labor Party offic ials today that the 
party will bring forth new evidence showing that Ogden's  
conviction - as well as s imilar arrests and jai l ings of  the 
candidates during his 1 976 congressional ca mpaign -
are the direct result of the distribution to Virginia law 
enforcem ent officials of a fa bricated F B I  dossier which 
portrays Ogden as an international 

'
terrorist .  Labor 

Party official's in Richmond announced that they wi l l  
present the new evidence in Federal Court in  seeking an 
inj unction barring enforcem ent of the j ai l  sentence and 
any further state proceedings against Ogden. 

At the same time, USLP National E xecutive Com
mittee member Warren Hamerman issued a call this 
morning for a congressional in vestigation of the Ogden 
FBI files and their dissem ination. The USLP is also 
asking Governor Godwin to launch an investigation 
through his own office and the State Legislature . 

FBI-Carter Frame-Up 

According to information suppliea by high-level 
sources in Washington , D . C . ,  and corroborated by 
government documents released to the USLP under the 
Freedom of Information act, the case or the faked dossier 
inc ludes these elements : 

Since the Carter inauguration , Ogden ' s  file has been 

" flagged" by the FBI for inclusion of lies and fabri
cations , some of which implicitly link O gden to the 
Patricia Hearst kidnapp ing . 

Further, the Washington D . C .  sources intimate, both 
Ogden's  arrest and conviction and the recent refusal of 
Gov. Godwin to grant a pardon are due - at least in part 
- to the dissemination of the dis information and slan
ders by the F B I .  

The Ogden F B I  dossier includes the following items of 
false or "dis-" information : 

*Ogden was included in an F B I ,  investigation into the 
Weathermen terrorist organization, beginning in the 
early 1 970s and has also been falsely identified as a mem
ber of the Soc ialist Workers Party. 

*F BI agents in Richmond included Ogden's  name in 
the list of targets of investigation during the nationwide 
search for Patricia Hearst. 

*In 1976 . during Ogden' s  Senatorial campaign, Special 
Agents of the FBI in Richmond contacted the , Secret 
Service to inc lude Ogden on their list of dangerous in
dividuals.  

*Ogden has been given a permanent c lassificati'on as a 
" political extremist" by the Carter Administration, and 
his dossier has been turned over to U . S .  foreign ' intelli
gence agencies , including the S tate D epartment, the CIA 
and the Overseas Bureau of Interpol .  Domestic agencies, 
inc luding the Virginia State Police ,  the Washington 
Metro Police and the U . S .  Park Police have been given 
s i m i lar d is information. Meanwhile,  the F B I  maintains a 
permanent dossier on Ogden in its Criminal Investi
gations Division. 

FBI and LEAA files obtained under the Freedom of 
Information Act reveal intense " Cointelpro"-type 
harassment of the Richmond Labor Party members 
since at least April 1972 .  The files reveal express FBI 
interest in the start of  Labor Party electoral ac:tivities 
during fa l l ,  1 973.  I In a July 14 ,  1 973 report which was disseminated to 
state LEAA officials, an F B I  agent lies : " Alan Ogden 
and John Green . . .  stated that the NCLC planned to inter
fere with the campaigns of legitimate candidates for 
office in loca l elections throughout the U . S  . . . .  " .  When, 
approximately two months later, the USLP decided to 
run Ogden for Congress against Rep. David S atterfield 
( D -Va . )  in the 1 974 congressional election, arrests of 
Ogden increased sharply.  

Also strongly confirm ing that the F B I  file is heavily 
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doctored is the fact that. although it ranges from 1 972-
1976 .  it does not mention one single arrest of the more 
than 1 4  suffered by Ogcien during this  period. 

Such basic information is '  standard in the typical F B I  
file o n  a Labor Party region . 

USL P Electioneering Disrupted 

The information on the doctored F B I  files and their  
continued employment by the Carter Administration 
appears to explain the intense harassm ent received by 
Ogden since 1973. when he received 18 percent of the vote 
in citywide Richmond elections .  S ince that time.  Ogden 
has been arrested some 14 times on trumped-up charges.  
has been the victim of assaults . and has been fired from 
j obs . 

Since last year. such harassment has been coordinated 
out of the office of former State Attorney G eneral An
drew Miller. a Carter supporter during the 1 976 cam
paign and now one of the state ' s  most vociferous pro
ponents of the Carter "energy progra m , "  who recently 

resigned to run as Ogden ' s  D e mocratic opponent in the 
gubernatorial race.  Last year, local  sources informed 
the Labor P�rty that Mil ler him self had circulated slan
ders that Ogden had threatened the life of an officer in 
the trespassing and assault case.  

A lthough Judge Tucker granted a reprieve on the 
sentence until the U . S .  Labor Party completes petition
ing to put Ogden on the ballot June 1 5 ,  his remarks in 
court this morning reflected the F B I  Cointelpro oper
ation . After Ogden' s  attorney, Arthur Lowie of Wash
ington D . C . ,  argued that service o( the sentence would 
" i rreparably harm efforts to put O gden on the ballot ,"  
Judge Tucker said : "Mr.  Ogden i s  a troublemaker in this 
area.  particularly in the years 1 974 and 1975  when he has 
been arrested seven times . The conviction was from a 
very serious charge . Mr. Ogden disrupted a m eeting, he 
was disruptive, and the sentence of the j ury was ex
tremely lenient given the scope of the charge.  Nonethe
less I will  allow Mr. Ogden to come back here on June 
1 5 . " 

NCLC Dema nds Attorn ey Genera l Retract C la i m  

That Orga n izati on I s  'Vi o l ence-Oriented ' 

Warren Hamerman. Director of Organiza tion of the 

Na tional Ca ucus of La bor Com mittees wrote the 
following letter to A ttorney Genera l Griffin Bell 
demanding a retraction of Bell 's slanderous charac
terization of the Na tional Ca ucw. of La bor Committees 
(NCLC) as "violence oriented marxist revolutionary " 
organization in the Annua l A ttorney Genera l 's report. 

The Bell report's significance is deeper than its 
scurrilous a t tack on the NCLC. The report is a co verup of 
the role of the FBI. units of the Justice Department. and 
the Institute for Policy Studies (IPS) in fostering 
domestic terrorism. 

While the report iden tifies various individual  
proponents of  domestic terrorism .  the report fails to 
m ention the key coordina tion �y the Institute for Policy 
Studies in each one of the a borted or actual terrorist 
incidents. . ' 

The slanderous characteriza.tion hI: the NCLC in the 
A ttorney General 's report has also served as the starting 
point and justifica tion of present illegal collusion bet
ween the Federal Election Com mission. Federal Burea u 
of Investiga tion. and IPS. and other go vernment ag"en
cies in "plum bers "-type financial  harassment of the 
organization. 

Copies of the letter were also sent to FBI Director 
Clarence Kelley, Assistant A ttorney General Benjamin 
CiviJetti. the House and Sena te Judiciary Committees 
and the House Civil Rights Subcom mittee; the Senate 
Go vernmental Affairs Com mittee and its Permanent 
Subcommittee on Investiga tions. the House Government 
Operations Committee. and the Sena te Select Com mittee 
on Intelligence. 

The complete text of the letter follo ws : 
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" I  have just obtained the 1976  Report to the Congress of 
the Attorney General of the United States which contains 
information about the National Caucus of Labor Commit
fees that is completely false and self-serving . I refer to 
the characterization of the NCLC on page 1 55 of that re
port which is attached. 

" We have continuously documented before federal 
courts that there is an ongoing and continuous COIN
TE LPRO program directed against the NCLC and the 
U . S .  Labor Party. The characterization of the NCLC as a 
' violence-oriented marxist revolutionary' organization 
subm itted here by the F B I  only serves to j ustify continu-
i ng i l legality. 

. 

" I  am writing this letter to demand that the above-men
tioned characterization of the NCLC be i m mediately ex
punged. 

"In reality.  the activities of this  organization are en
tirely consistent with the F irst Am endment of the United 
S tates Constitution. I am willing to meet with you at any 
time on this mdtter. I would like a response from you 
within five days . I also advise you that I have taken the 
matter under advisement with legal counsel .  

" You are also reminded of the case of Lyndon H. 
LaRouche. Jr. v. Clarence Kelly. 75 Civ. 6010, 
b e fore the honorable  J u d g e  Robert  O wen of 
the United States D istrict Court, Southern D istrict of 
New York.  Last Fall  the p laintiffs fi led and argued a mo
tion before p residing Judge Kevin T. Duffy to hold de
fendant Clarence Kelley in civi l  contempt for violating a 
Consent Order dated September 2 8 ,  1 976 'prohibiting de
fendants from interfering with the normal electoral pro
cesses and from violating certain self-imposed restrict
ions which have come to be known as the Levi Guidelines . '  



On October 2 , 1 976,  the American Broadcasting Corpora
tion (ABC-TV) aired a charge disseminated to them by 
the FBI who themselves quoted statem ents made by Di
rector Kelley before congressional committees in 1975  
and 1976 of March, which said ' LaRouche' s  party is  
oriented towards violence and brainwashing . .  . ' 

" Judge Duffy in his Memorandum and Order issued 
November 15, 1976 ,  ruled that Kelley could not be held in 
contempt since the statements attributed to him by ABC 
had been made at least six months previous to the Sept
ember Consent Order. Duffy. in denying the plaintiffs 
their motion, stated that, 'There is no proof whatsoever 

in the record before me that Kelley repeated these state
ments or made new disparaging remarks about the u . S .  
Labor �arty. '  

')S ince the Attorney General 's  R eport appears consider
ably after the S eptember Consent Order it in fact does 
constitute a dissemination of the exact same character
ization of the NCLC and the U . S .  Labor Party not only to 
Congress but also to the American pUblic-at-large. 
. . .  I would therefore like to afford you the opportunity to 
retract the abovementioned characterizations before we 
once again must meet to test the usage of Judge Owen's 
Consent Order. " 
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