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ENERGY 

SHUT· 
DOWN 

Our ENERGY cover story this week gives you a 
chilling look at where the crisis in Iran is taking us
straight into a prepared oil crisis, energy shutdown, 
credit and monetary crisis, and strategic-military con
frontation. Is this the fabled "Crash of '79?" Our 
Contributing Editor Criton Zoakos suggests not only 
"yes" but why and who is behind it. We have added a 
detailed picture of the oil crisis and its deliberate 
promotion by the multinational oil companies, prepared 
by our oil expert, Judy Wyer. Finally, the story of the 
accompanying shutdown of nuclear energy in the U.S. 
by this nation's own "Khomeini," the Three Mile Island 
Kemeny Commission. The financial end of this crisis
the internationalization of Volcker's credit shutdown
is featured in our Economics section rounding out the 
Energy Shutdown picture. 

The lights have not been turned out but they are 

flickering in the shadows of the crisis now unfolding on 

a global scale. Page 4 
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International terrorism 
hits the u.s. 

What do the men down at the Na
tional Security Council mean by a 
"playback effect?" A crisis provoked 
abroad-Iran-is being used to pro
voke a crisis at home-"Internation
al terrorism hits the United States of 
America ." This week's COUNTER
INTELLIGENCE report blows the 
scenar io  that  started w i th the 
Greensboro m assacre, continued 
with prison escapes by convicted ter
rorists, and now has "Iranian stu
dents" entering the U .S .  under
ground. Included: "Greensboro: job 
by the Anti-Defamation League," 
plus "A terrorist accomplice named 
Benjamin Civiletti ."  And if you 
won't  take our word for it: "The 
controllers of terrorism speak out" 
for themselves . Page 41 

Wil l Democrats ta ke 
winning road? 

Can the Democrats win the presiden
cy again? There is a way, answers our 
U.S .  REPORT, but not if the party 
is "ripped to shreds" in a Carter
Kennedy battle, as some New York 
circles intend through the Kennedy 
candidacy .  In fact, not if the party 
nominates either one. Included is the 
story of a solid new kind of Demo
cratic alliance that carried elections 
in Cleveland-and isn't inclined to 
Carter, to Kennedy or to the Repub
licans .  There is still a strong Demo
cratic majority . I s  there a strong 
Democratic candidate? Also: "Chi
cago Democrats badly Byrned ." 
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" Dracula had blue 
blood . . .  " 

Who's  selling the U .S .  down the riv
er? asks presidential candidate Lyn
don LaRouche, an EIR Contribut
ing Editor. His answer: "Dracula 
had blue blood . . .  ,"  the featured item 
in this week's SPECIAL REPORT. 
Not every strategic policy maker in 
Washington and London who has 
sworn fealty to the English queen is 
quite so kooky as Dracula .  Some are 
"realists" -evil, but not suicidal . 
Yet, there are just enough "kooks" 
in hooded capes and high positions 
to threaten human survival . Includ
ed: Lord Mountbatten and Mc
George Bundy vs . Henry Kissinger 
and Alexander Haig. Page 55 

Eu rope moves against 
terrorism 

Terrorism may still be a mysterious 
thing to many Americans,  but not so 
in Europe. They know who's really 
behind terrorism; their news media 
ha ve increas ing ly  " n amed the  
names"-of persons like Giacomo 
Mancini, of governments like Great 
Britain and Israel-and Europe is 
cracking down. This week's EU
ROPE report gives you the details of 
how the continent' s governments 
and law enforcement agencies have 
begun to get beyond the gunmen to 
the real controllers . Included: an ex
cerpt from a new book published in 
Italy, quoting a mysterious "Col . 
Harris" on the political method re
quired . Page 35 



T
he events surrounding the American hostages in 
Teheran have triggered a kaleidoscopic torrent of 
diplomatic and strategic reactions spanning 

the entire globe . Though not yet known to the sixty or 
so hostages themselves, their capture was the result of 
a deliberate prearrangement involving, among others, 
Zbigniew Brzezinski, Henry Kissinger, Ibrahim Yazdi 
and Ayatollah Kalkali, the latter representing the Mus
lim Brotherhood-the entity in real , behind the scenes, 
control of everything of significance that occurs in Iran. 

The purpose of this deliberately prearranged inter
national provocation was to trigger a series of inter
national shifts in the key areas of world energy policy, 
world credit and financial policy and, most importantly, 
in the area of East-West relations. In summary, the 
sponsors of the sordid event,  among whom are top 
ranking U.S .  government officials, were aiming at a 
result publicly stated in the current issue of Business 
Week: 

"It may be that an Arab banking system funneling 
petrodollars through the European M onetary System 
will replace the current domination of the world's 
financial system by U .S. banks and the IMF .  This 
depends, of course, on OPEC's  willingness to play the 
power broker part. If it refuses, there is another scenario 
that many still think unthinkable: open warfare. in which 
either the industrial West as a group. or tlie U.S. going 
it alone. gives up trying to work with OPEC and instead 
invades the oil fields . .

. 

The authors of the provocation at Teheran in fact 

aim at destroying, by a single stroke, the possibility of 
the European Monetary System capturing the prize of 
petrodollars for intended use for generalized Third 
World development policies . This by itself would, as 
Brzezinski, Kissinger and their patrons calculate, de
stroy the European Monetary System . The deadline for 
destroying the EMS is some time before the December 
1 3 , 1 979 ministerial level meeting of NATO in Brussels .  
I f  the EMS is crushed by then, then the current Brezh
nev leadership in the Soviet Union is expected to be 
defeated on grounds that its officially stated ','war
avoidance" strategy, i .e . ,  long-term cooperation with 
the European Monetary System, will have been crushed. 
Then the hour of the straightforward military hardliners 
will have struck in Moscow-which by itself will ensure 
that the NATO summit will finally overcome the con
tinental European opposition to a renewed arms race 
under the guise of "weapons modernization." 

President Giscard of France and Chancellor Schmidt 
of the Federal Republic of Germany will see all their 
foreign and domestic policies crushed and they will 
soon be expected to face personal political demise in 
the early months of 1 980. What is supposed to ensue is 
a period of military flare-ups throughout the globe, an 
international depression which the Council on Foreign 
Relations has happily dubbed "control led disintegra
tion," and the beginning of a drive to "restructure" the 
shambles along what is known among the "old boys" 
as the "synarchist" scheme of things: global reorgani
zation of the world energy markets under the auspices 
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of a U.N .-driven "international institute of energy" 
which will have authority to allocate the production, 
distribution and consumption of every last ounce of 
energy, exactly in the way the IMF controls credit 
flows; global reorganization of all raw materials by 
means of similar "supranational" agencies; reorgani
zation of the IMF by means of a weakened dollar, 
regi1>nal currency zones and a dramatically augmented 
role for Special Drawing Rights. 

These were the stakes in mind when the Teheran 
Embassy caper was launched by Brzezinski and Ibrahim 
Yazdi . The operation had been arranged initially in 
New York City, at the CFR's Pratt House where Y azdi 
met with Brzezinski 's  representatives on October 5 ,  and 
later again when the two men met with Arafat in 
Algiers during the festivities of the Algerian Revolution 
Anniversary . The scheme provided for slow-tempo im
plementation ,  resulting in a successful PLO negotiation 
on behalf of the hostages, and U.S .A diplomatic rec
ognition of the PLO.  The whole operation went out of 
cOQtrol when Ibrahim Yazdi disappeared and Abolhas
san Bani-Sadr (known to insiders as Bani SDR) surfaced 
to prominence. 

By Monday, Nov. 1 1 , Brzezinski, Vance and their 
Interagency Task Force were boxed in to desperate 
improvizations, not with respect to the fate of the 
hostages, but with respect to Western Europe, the 
Arabs and the Soviets .  The Arabs are overtly and 
covertly threatened with financial warfare, freezing of 
assets, etc . ,  if they dare shift into the European Mone
tary System . The Europeans, especially the Defense 
Ministers assembled at the Nuclear Planning Group 
meeting on Tuesday and Wednesday, are told that they 
either go immediately for nuclear rearmament through 
"weapons modernization," or their energy supplies will 
be cut off. An intensive propaganda campaign is 
launched in the mass media to create the impression 
that "heavy in-fighting in Moscow has resulted in 
President Brezhnev' s defeat." On Wednesday, after 
coordinated consultations, the West German govern
ment adopts a "low profile" and the French government 
announces that it opposes Washington's policy. The 
Soviet government issues a stern clarification to Wash
ington, warning that it has never supported Khomeini's 
regime and that it  will not suffer to be misrepresented in 
this matter . On the same day, with only the Libyans 
obstaining, all the Arab League Foreign Ministers 
assembled in Tunis, launch, finally, coordinated and 
vituperative attacks against Khomeini as a "sacrilegious 
person ."  Now, only Brzezinski and Vance in  all the 
world appear as sympathizers of the Ayatollah . On that 
day, White House spokesman Jody Powell startles the 
press corps by announcing at the press conference that 
"Mr.  Brzezinski finds a useful role for Ayatollah Kho
meini and for Islamic fundamentalism ."  

Meantime, toward the evening, Radio Moscow in  

its evening commentary on the Nuclear Planning 
Group/NATO meeting ruefully remarks "according to 
yesterday's Financial Times, this may result in a rift 
within the Atlantic Alliance." This is a signal to France 
and the Federal Republic of Germany that the Brezhnev 
faction is firmly in the. saddle. Within hours, French 
.Foreign Minister Jean Francois-Poncet is in Bonn to 
meet with Chancellor Helmut Schmidt. Almost at the 
same time, the announcement comes from Teheran that 
Ayatollah Khomeini has been placed "incommunicado 
and in seclusion until December 5 'by his doctors' for 
reasons of health ."  

This is a slice of the situation as it was frozen at  the 
moment of the writing of this report. The stakes that 
are in the balance are staggering in their enormity . The 
maneuvers that will unfold in the hours and days ahead 
will decide between two alternative paths for subsequent 
world events: Either European-Arab cooperation will 
collapse bringing the EMS under and launching a crisis 
worse than the Cuba Missile Crisis of 1 962, or the 
Washington-London axis will suffer a devastating de
feat which will alter the Atlantic Alliance beyond rec
ognition, launch a world-wide role for the EMS and 
bankrupt the I M F  

-Criton Zoakos 

Chirac: 'France's voice 
for human progress' 
The following is the central portion of RPR General 
Secretary Jacques Chirac's Oct. 1 7  speech before the 
French National Assembly. Central to Chirac's call for a 
"grand alliance for progress" is his demand for "a 
dialogue with oil producers," by France alone ifnecessary, 
the opposite of " invade the oil fields" scenarios promoted 
in this week's Business Week. 

The Western economies have been sick for ten years. 
They suffer in reality from two ills, whose effects are 
intermixed and cumulative: monetary disorder on the 
one hand, and the oil war on the other . 

But as to the real responsibilities, the greatest con
fusion reigns in most minds . Some take pleasure in 
entertaining this confusion, since it is so convenient to 
deflect one's own errors on to that somewhat mysterious 
institution that OPEC constitutes .  

In 1 973-74, the oil shock acted abruptly as a revealer: 
in several months, the price of oil quadrupled, then 
quintupled and all the cards in the international eco
nomic game were thrown into disarray . If I say that it 
was revealing, it is because in reality the upheaval which 
we were suddenly made conscious of had other, more 
far-reaching and more profound causes . First, the in
ternational monetary disorder which had set in several 
years earlier could not fail but to entertain-as Jacques 
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Rueff repeated with obstinacy-the rise of inflation . 
And inflation in the West meant a constant drop in the 
buying power of the oil and raw materials producing 
countries . . .  

Today, the i nternational situation has become ex
plosive: the enormous mass of dollars put out by the 

, V nited States, to finance the permanent deficit in their 
balance of trade, are floating around the world, on the 
lookout for any speculative opportunity, sometimes on 
gold or this or the other raw material, sometimes on 
one or another reputedly strong currency .  The hundreds 
of billions of dollars held by persons residing outside 
the V.S . escape from any controls, including from the 
Ministers of Finance from the richest countries of the 
world who get together periodically to talk about it 
. . .  with the results that we all know. 

The proliferation of Eurodollars and other Euro
currencies creates a climate of permanent instability . It 
is fundamentally at the roots of the inflation which has 
been disrupting the Western economies for years . . .  

The voice of France must be raised to vigorously 
denounce the situation . 

It is not enough to create in Europe a mini-zone of 
stability under the domination of the Deutschemark to 
shelter France from international monetary turbulance . 

. . .  We must institute means of payment whose 
emission would be controlled and limited by a common 
accord, and in the definition of which, gold, whether 
one likes it or not, would have to play an important 
role. 

For Third World development 
During the 1 960s, France did not hesitate to be, on 
international monetary questions, the bad conscience of 
the dominating Western powers . France must once 
again find the courage to proclaim out loud the truths 
which have, alas, not made many inroads since. 

It should in fact not come as any surprise to you 
that the institution of a new international monetary 
order and the ordering or relations between the oil 
producers and consumers are two questions that are 
intimately linked . . . .  

French diplomacy must simultaneously assign itself 
the objective of creating the mechanisms for the trans
formation of Eurodollars, in order to make the oil 
surplus values contribute to the development of the 
poorest or most indebted countries . 

As I have several times proposed, France must be 
the messenger of a grand alliance for development, the 
only means of solving the immense needs which subsist 
on all  four corners of the planet, and to thus relaunch 
world economic growth , growth which is indispensable 
for the developing sector countries as well as for our
sel ves. 

I t  will be a long and di fficult battle. 
If our Western partners del ay in opening the dia-

Thinking the unthinkable 
The Nov. 19 issue of Business Week featured " The 
Petro-Crash of the '80s, " promoting the option' of a 
Western military invasion of the oi/jields in order to 
halt what Business Week c/aims1is OPEC's threat to 
link up with the European Monetary System. We 
quote from the article. 

The world was in trouble with OPEC before-in 
1 974 after the first big increase . Then , too, petrodol
lars flowed from the consuming nations to OPEC in 
the greatest transfer of wealth ever seen . . .  The most 
immediate peril of the soaring price of oil is that the 
industrial world and the majority of developing 
countries are confronted with the spectre of chronic, 
global stagflation .  Money sent overseas to pay for 
oil  cannot be spent or invested at home, and this 
forces national monetary authorities to create more 
money to make up for what is being lost . . . .  

logue with the oil producers , France must show the 
example and, if necessary, take the initiative for bilateral 
negotiations. 

The success of this enterprise will determine, in the 
long run, the success of our internal policy . . . . 

Must invest 
France first needs to i nvest. France needs to export. . . .  

We must invest for today and for tomorrow. In
vestment would permit, right away, directly or indi
rectly,  the creation of new jobs.  We could, in  exchange, 
distribute an increased buying power, which would not 
be a liberal act on the part of the welfare state ["Etat
providence" ] but the wages for effective labor. This 
supplement of buying power favors cOllsumption, by 
which general activity would find itself stimulated . 

But investment is also the jobs of tomorrow. To 
invest means to set up more modern and better per
forming machinery, to develop more elaborate prod
ucts, to penetrate high technology areas; in a word, it 
means to give life to this imagination, creation,  re
search, and progress without which a nation shrivels up 
and little by little loses its footing in the competition 
being played out between great countries . . . .  

For our part, we would like to see a vigorous 
impulse given in this area . To do this, we call for 
measures of great scope, notably a progressive reval
uation of balance sheets, accelerated amortizations, and 
in terest abatements, with an action on interest rates 
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The capturing of both the world's supply of 
capital and its energy may prove to make OPEC so 
powerful in the decade ahead that the Western alli
ance will crack apart as nation after nation moves to 
align itself economically, politically, and perhaps 
militarily with OPEC. It may be that an Arab bank
ing system funneling petrodollars through the Eu
ropean Monetary System will replace the current 
domination of the world's financial system by V.S. 
banks and the IMF. 

This depends, of course, on OPEC's willingness 
to play the power-broker part. It if refuses, there is 
another scenario that many still think unthinkable: 
open warfare, in which either the industrial West as 
a group, or the V.S. going it alone, gives up trying 
to work with OPEC and instead invades the oil
fields .... 

Europe and Japan have been moving away from 
the V.S. in recent years to make their own arrange
ments with OPEC, just in search of securing their 
energy lines. If OPEC controls not only energy, but 
also capital and real wealth, the breakdown of the 
Western allia.nce and a restructuring of the Western 

whose present explosion, exclusively based on concerns 
of a monetarist order, threatens to set off a terrible 
depression in the Western world .... 

We reject any deflationary economic choice which 
would come down to slowing down our national eco
nomic activity in order to establish equilibrium in our 
commercial balance. The alternative is to export more. 

... Among the measures or actions which could be 
conceived to do so, I will cite only two: fir;;t, the 
necessity of encouraging the creation of real channels 
between different economic sectors, starting from the 
top-that is to say, production-down to the level of 
marketing, not only within the country but also abroad, 
The instruments of these professional channels should 
be, outside of France, international trading companies, 
of the type which are making Japanese trading such a 
success on the world markets. I propose that a juridical 
and financial mechanism be set up to encourage the 
creation of such companies, to be put together with the 
partners of the big French industrial branches ... 

If we really want to get to the bottom of things, we 
must absolutely master the unproductive expenses 
which artificially inflate global demand while supply is 
depressed by general economic stagnation. I am cer
tainly not making balanced budgets an intangible dog
ma. I would not be at all shocked if a deficit permitted 
the financing of an ambitious plan for the encourage
ment of productive investments ... 

The problem of jobs must be tackled through eco-

economy is clearly only years away. Only energy
efficient, export-oriented countries with access to 
OPEC's oil and capital will be able to survive and 
prosper, and then only if OPEC proves willing to 
provide enough energy and capital to keep the world 
growing .... 

Again and again, as OPEC pushes the West 
toward the edge of economic survival, the option of 
a military response becomes more and more reason
able. As one monetary official put it recently: "OPEC 
price actions are really getting out of hand. If they 
don't call for a military response, I wonder what 
would. I don't know what would happen if we 
intervened militarily. I hope some intelligent people 
are discussing this seriously, so that if we have to act 
we won't go off half-cocked. I don't see much danger 
of crippling damage to the oilfields. Even if there 
were sabotage, it would have very temporary effects 
in the Arabian peninsula, where you can strike oil 
with a hatpin. I don't think many other OPEC 
countries would dare to shut down for very long, if 
at all, in the face of a determined, united NATO 
military action." 

nomic investment. As long as we are resigned to the 2.5  
percent growth rate which is  being announced for 1 980, 
it is illusory to think that we can stop the increase in 
the number of unemployed. 

Only progress 
An efficient employment/job policy must be based on 
. " an offensive action favoring job-creating productive 
investments and eliminating the unproductive expenses 
that come from a system of generalized assistance. 

... We will only succeed if we manage to wipe out 
of the minds of our fellow citizens this idea that they 
are condemned to some kind of regression .. , It is no 
longer the time to relish in morose dissertations on the 
misfortunes of this century. We must not cultivate 
man's irrational penchant for paradise lost. Soft growth 
is only soft for those who have a lot already. 

Only progress, as long as it is mastered and firmly 
led, can give us the means to struggle against the 
ugliness of things and the unhappiness of men. Only 
progress, mastered and led, can permit us to give back 
to the water, the air and the land their purity, once 
destroyed. Only progress, mastered and led, based on 
uncompromised moral requirements, can reinforce the 
chances of justice over violence. 

This is the ambition that we must give back to the 
French. It is not a selfish and comfortable dream. It is 
a cause to serve for France, and it is what the world, 
and the poor of the world, expect from France. 
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S
ince about 1971, world energy policy and devel
opments have been modeled around scenarios for 
a "controlled economic disintegration" on a glob

al scale as put forth in the Council on Foreign Relations 
Project 1980s" series of studies on U.S. foreign and 
economic policy. 

Their volume on oil entitled Oil Politics in the 1 980s: 
Patterns 0/ International Cooperation, asserts that the 
energy crisis of 1973 and the accompanying four-fold 
increase in OPEC oil prices was the beginning of an 
"oil revolution." During this period a "new era" in 
world oil began which the report calls the "second oil 
regime." 

The report was authored by Norwegian Statoil 
Company executive, Oystein Noreng, and has a re
markable predictive accuracy concerning the current oil 
crisis. The second oil regime, which will persist through 
the next decade, says Noreng, will be a period of 
"disintegration" of the traditional integrated oil mar
kets which have been under the control of the Seven 
Sisters cartel of multinational oil companies. This dis-

The CFR's scheme: 
disintegrate oil markets 
Following are excerpts/rom the New York Council on 
Foreign Relations volume entitled Oil Politics in the 
1980s. As part 0/ the Council's 1 980s Project series, 
the volume lays out a scenario whereby the interna
tional integrated oil marketing system will "disinte
grate. " This process will be accompanied by a reinte
gration process to create an international energy cartel 
dominated by the multinational oil companies. 

The First Oil Regime was characterized by an inte
grated pattern of organization, based in the major 
consuming countries, and a low price for oil. During 
the First Oil Regime the center of the world's oil 
production gradually shifted from North America to 

integrative process will produce a dramatic upturn in 
petroleum prices and will be plagued by frequent dis
ruptions of world oil flows. 

In fact, the dramatic rise in the price of oil over the 
course of 1979, following the shutdown of Iranian crude 
exports earlier this year, is a symptom of the CFR's 
second oil regime. 

Underlying this scenario for a "second oil regime" 
is the calculated effort on the part of the CFR's elite 
membership and their British allies to use energy crises 
(which they calculate will persist throughout the 1980s) 
to bludgeon Europe, Japan and the oil producing 
nations into a multinational energy cartel. This cartel, 
to be under the supervision of the multinational oil 
companies, will control all forms of energy: oil, coal, 
nuclear and such exotic forms as synthetic fuels. 

Such a cartel will become the energy correlate of 
the International Monetary Fund (IMF) and the World 
Bank monetary institutions. As the report concludes, 
the success of this scenario depends upon the preser
vation of the troubled Bretton Woods monetary system, 

the Middle East ... The industrialized consuming 
countries became increasingly dependent on a limited 
number of developing countries for their oil. ... 

The combination of rapidly growing demand and 
rising exploitation costs (shown by the investments 
in areas like Alaska and the North Sea) proved fatal 
to the First Oil Regime because it opened the way 
for a price increase and institutional change through 
OPEC control of production .... 

The Second Oil Regime is characterized by a 
fragmented pattern of organization and a much 
higher price for oil. The center of world oil produc
tion is the Middle East, but for physical and political 
reasons it is not clear if growing demand can be met 
by supplies from this area . ... The Second Oil Re
gime, like the first, erodes the basis of its own 
existence through its inability-for physical and po
litical reasons-to guarantee sufficient supplies of 
oil.. .. 
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the City of London and allied Wall Street financial 
centers, and the IMF itself. 

The subject of this report is to take a critical look 
at the tumultuous oil markets over the last year in light 
of the CFR's published plans. Evidence cited here will 
prove that London has been a prime mover in rigging 
the oil crises this year, just as elements within the City 
of' London have been the advocates of using rising 
energy costs to destroy the dollar and impose in its 
stead the IMF's Special Drawing Right, based on a 
basket of currencies, as the world's reserve currency. 

The year 1 97 1  marks the beginning of a series of 
OPEC oil price rises beginning with the Teheran agree
ments and campaigns on the part of London to induce 
the cartel to break with the dollar. According to noted 
Washington oil analyst, Melvin Conant, just after Presi
dent Richard Nixon broke the gold/dollar link and 
imposed wage and price controls in the U.S., "London 
proposed to 0 PEC that it adopt a basket of currencies as 
a means of pricing its crude." On numerous occasions 
since then, the OPEC cartel has considered the policy as 
the value of the dollar continues to slide. 

Even before the dramatic 1 974 four-fold increase in 
OPEC oil prices, the cartel had begin to demonstrate 
its militancy on the pricing front primarily as the result 
of the takeover of Libya in 1 969 by Muamar Qadaffi. 
But OPEC's zeal for higher prices changed following 
the four-fold price increase as the Saudis began to 
recognize that radical price increases or breaking with 
the dollar as the pricing currency for OPEC oil would 
only devalue their growing dollar-denominated re
serves. 

Throughout the period up to the end of 1 97r8 ,  the 

The best allocation of resources in the energy 
sector can be ensured by cooperation and, to a 
certain extent, through reintegrating the internation
al oil companies. They are vital not only because of 
their technical, organizational, and financial re
sources; they are also valuable intermediaries in the 
international economy. 

The break up of the integrated structure of the 
oil markets in the oil revolution (prompted by the 
Second Regime which, the report states, began fol
lowing the 1 974 four-fold price hike for OPEC oil
ed.) created serious problems for both sides. The 
international oil companies and several national oil 
companies of the consuming countries lost many of 
their sources of oil. Even though several companies 
made large profits on inventories during the oil 
crisis, many are now in an extremely tight financial 
situation. This is especially so for the Western Eu
ropean national oil companies. 

Spot and OPEC prices over 1979 
$ per barrel of crude 
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The June price of $18 is the base price set with a ceiling of $23.50 per barrel. 

8y November, the price was up to $21.00 per barrel due to individual price 

increases and premiums imposed by individual OPEC members since the June 

OPEC price-setting meeting. 

Saudis enforced pricing moderation over the cartel. The 
Saudi effort to hold the line on prices was given strong 
backing by the Shah of Iran in 1 976. The crude pro
ducing volume of Saudi Arabia and Iran comprised 
over half of OPEC's total output and served as a 

In recent years, oil companies have increasingly 
moved into other sources of energy, such as coal, 
oilshale, and uranium. This type of diversification, 
called horizontal integration, has been defended be
cause it centralizes capital and expertise, thus fur
thering the development of new sources of energy .... 
Restricting horizontal integration would reduce the 
risk of an international energy cartel, but at the cost 
of slowing down the development of new sources of 
energy, and thus also create pressure for new price 
increases. Thus the resources for the oil companies 
are needed for expanding energy production, but 
there is also a good case for stronger political control 
over them .... 

The solution envisaged here is the use of the 
international oil companies as the cornerstone of a 
new oil regime. Their expansion and involvement in 
other types of energy should be encouraged under 
closer public control. 
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weapon to dissuade any price hawk from raising prices 
lest he be flooded out of the market. 

The Islamic Revolution which swept the Shah off 
the throne, turned the tide within OPEC and opened 
the door to a nightmare of oil price hikes, against which 
the Saudis singlehandedly could not do combat. 

Abundant evidence exists within the public domain 
to prove that British Petroleum and its sister multina
tional Royal Dutch Shell were the instigators of a stark 
speculative price increa.se emanating from the oil spot 
market (where noncontractual across the counter oil 
transactions are made). According to an oil analyst now 
with Merrill Lynch, as early as October 1978, during 
the heat of the Iranian Revolution, Royal Dutch Shell 
had conducted a detailed profile of world oil stocks, in 
particular, the stocks of the U.S. 

Because there had been an oversupply of oil on 
world markets during the period leading up to the 
Iranian revolution in late 1978, stocks were not ade
quately built up to meet the needs of the winter and the 
crisis which ensued because of the Iranian oil export 
shutdown in December 1978. Shell knew that the shut
down would prompt a rush into the spot markets and 
trigger a serious spiraling in world oil prices. Shell's 
own stock supplies, insiders say, were more than ade
quate to meet the demands of the crisis London knew 
was coming. 

Force majeures and market 'disintegration' 
Shortly after the Iranian oil shutdown the multinational 
oil companies began to impose force majeures (notice 
of cutback in supply) on all third party contracts. These 
cutbacks to other oil companies not affiliated with the 

Predicting the chaos of 
the 1980s in 1973 

In March 1973. prominent international oil consultant 
Walter J. Levy released a report titled New Roles and 
Relationships in the Next Decade. Levy's almost 
prophetic anticipation of future economic chaos due to 
OPEC policies on oil and petrodollars is no coinci
dence. Levy was one of the directors of the New York 
Council on Foreign Relations Project 80s study which 
concluded its basic findings in 1976. We quote from 
the 1973 report. 

On OPEC 
Culminating with the conclusion of the participation 
negotiations in 1972-which may still turn out to be 
not the final round of negotiations-there is little 
doubt that the major oil producing countries, espe-

system of the majors began a process whereby compa
nies and refiners were forced onto the spot markets to 
competitively bid for badly needed margins of oil. 

It was Shell and British Petroleum who were the 
first multis to impose the force majeures. In January 
1979, Petroleum Intelligence Weekly reported that the 
North Sea producers ,triggered a spiral in spot market 
prices. Shell and BP control a major portion of North 
Sea oil. Within a matter of weeks, other majors began 
to impose force majeures on third party contracts, and 
the spot market soared. 

This process of undoing the integrated market is 
precisely what the CFR termed the disintegration of the 
oil markets. Throughout the course of the year the 
volume of oil trade on the speculative spot markets has 
grown from 5 percent of total world oil trade to 25 
percent thanks to the imposition of force majeures on 
intercompany trade. 

Because of the increasing volume of spot transac
tions, the average pricing level for crude oil purchases 
has not dropped below $30 a barrel. It was the momen
tum and volume of spot trade which triggered numerous 
OPEC price hikes over the course of the year. 

Coinciding with the Iranian revolution, OPEC took 
a series of unprecedented decisions at its December 1978 
price-setting meeting, aimed at stopping oil speculaton, 
particularly on the so-called Rotterdam spot market. 
The move, which was led by the Saudis, was meant to 
take the pressure off continental Europe which had 
been subject to pricing manipulations on oil through 
the massive Amsterdam-Rotterdam-Antwerp oil termi
nal and refining nexus. 

OPEC announced that it would impose a net 10 

cially of the Middle East, have acquired an immense 
potential for power-as long as at least two of the 
more important producers are able to maintain a 
reasonably united front. In the case of Saudi Arabia 
alone, we face a situation which, within a few years, 
gives that country, with its overwhelming lead in 
reserves and production, a pivotal role in supply. 

As dicussed, their power is based not only on 
their effective control over immense oil resources on 
which the security and prosperity of the Free World 
have become dependent, but will in due course derive 
also from their control over unprecedented financial 
resources which they will be able to extract fro� the 
oil purchasers. Moreover, large monetary reservc<s 
will give them the freedom to restrict their oil pro
duction for political or any other reasons, even 
though they would thereby forego current income .... 

The dilemma confronting us is acutely disturbing 
as any proliferation of international restrictions on 
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percent price hike for 1 979 to be instituted in small 
quarterly steps to forestall crude stock build up and 
hedging. by the multis. 

Between January and June, the momentum of oil 
speculation drove the price of spot crude to over $30 a 
barrel. The "price hawk" North African producers 
responded to "the profiteering of the multinationals" 
by -imposing premiums on their high demand light 
crude which created such a massive spread in OPEC 
prices that the traditional price differentials between the 
various grades of crude were destroyed. 

Even after Iran renewed efforts in March, adding a 
margin of crude into the markets, and even with major 
production increases by Saudi Arabia, Kuwait and Iraq, 
the speculative spot price rises continued. This momen
tum was fed primarily by the continued imposition of 
force majeures by the majors, which forced crude short 
European state companies and Japanese trading com
panies reluctantly into spot trade. 

As early as August, Shell initiated a program of 
tacking additional costs (premiums) on remaining third 
party contracts. According to Petroleum Intelligence 
Weekly, Oct. 1 0, shortly after the Shell move to impose 
the premiums, other majors followed suit, imposing 
premiums of as high as $8 a barrel over contract price. 

Le Monde, Oct. II, reported that not only was this 
practice of imposing premiums on third party contracts 
exacerbating an oil pricing spiral, but that many of the 
majors were competitively bidding for spot purchases 
of crude directly from the Middle East producers. Le 
Monde named Shell, Esso (Exxon foreign affiliate), and 
Gulf as the most aggressive bidders. At that time 
United Arab Emirates Oil Minister Mana Saeed Oteiba 

capital or short-term movements of funds would, in 
and by themselves, be most harmful to our financial 
markets and monetary system. In the affected Middle 
East oil and capital-surplus countries, any restriction 
on their investments abroad would probably be ac
companied by restriction on their output of oil. 

On the need for an international oil all iance 
Individual European countries and Japan ... might 
be tempted to outbid each other in an effort to curry 
thereby special favors with the Middle East oil pro
ducing countries and to secure a privileged position 
for themselves. 

But whatever their motivation, the national com
panies of importing countries will, in any case, 
greatly expand their foreign supply operations. While 
such diversification might or might not provide a 
modicum of some added supply security, it should 
be noted that any new ventures would be subject to 

publicly urged on the companies not to bid so high for 
OPEC spot crude. 

By the June meeting of OPEC, the Saudis conceded 
a major defeat to the price hawks by agreeing to a 
ceiling up to $23 . 50 a barrel, while the Saudis kept their 
oil at a base price of $ 1 8 .00. A relative amount of 

. discipline was maintained in the cartel until last month. 
Again the British triggered another round of price 

hikes on contracted oil at the same time that spot prices 
for crude and petroleum products reached record highs. 

The British National Oil Company announced it 
would raise its prices beyond the $23.50 OPEC ceiling. 
Immediately thereafter Mexico announced a jump to 
$24 .60 a barrel, and Kuwait followed suit. By the end 
of the month, Libya, Nigeria and Algeria had all 
broken the $23 .50 OPEC ceiling with numerous other 
producers in the cartel making price, increases just to 
the ceiling. As French press sources pointed out, this 
recent spiral in both contracted and spot prices was the 
result of BNOC's move. With North African crude now 
selling at between $26 and $27 a barrel, BNOC again 
raised its prices last week to match. 

Two weeks ago London made yet another move 
which added to the speculative pricing spiral on the 
spot market. The Thatcher government announced that 
1 0  percent of the oil output of the North Sea's largest 
field would be cut, in order to reduce the flaring off of 
gas which accompanies the pumping of oil. At that 
time both Esso and Shell, the field's two prime produc
ers, warned that the effect of the poorly timed move 
would be to drive the price of petroleum products 
further up and would only force these companies to 
make more speculative purchases on the spot market. 

fundamentally the same kind of political and eco
nomic risks as those of the international oil compa
nies.Only a coordinated approach to energy policy 
by the relevant importing countries could really 
prevent such harmful consequences. 

Beyond a doubt, U.S. relations with Europe and 
Japan are in disarray. There are many outstanding 
unresolved problems on defense, burden sharing, 
trade policy, the whole range of monetary issues 
including currency realignments, capital flows, and 
so on. 

Perhaps instead of establishing a grand design 
which would encompass a resolution of all major 
contentions and areas of conflicts, it might prove to 
be more fruitful to proceed pragmatically on an 
issue-by-issue basis and try to tackle first those 
problems where the chances of an Atlantic-Japanese 
policy, or at least of an agreed upon coordinated 
approach, would seem to be most promising. 
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According to a source with a Swiss-based spot 
trading company, the majors themselves have become 
a strong market force in spot trade. The source named 
Mobil Oil as one "p�rticularly hawkish force" in the 
market which has contributed to the pricing spiral. 

Following the announcement of a rumored Iranian 
oil embargo last week, the prices of crude on the spot 
markets shot up to over $50 a barrel. The chaos in Iran 
and the embargo imposed on all U.S. tankers is ex
pected to yield even more oil price jumps between now 
and the mid-December OPEC price setting meeting. 

Cartelizing energy 
The U.S. oil companies that have been embargoed by 
Iran this week will now be forced to buy the necessary 
margin of oil on the spot market. Industry sources 
agree that OPEC will impose a base price of $30 a 
barrel next month if this spot market price momentum 
continues. For the first time last week, an official with 
an OPEC country has also predicted that the cartel 
would go for the $30 a barrel price tag as the cartel's 
ceiling price. Kuwaiti Finance Minister Abdul-Rahman 
al-Attiqi stated that the $23 .50 OPEC ceiling has al
ready been breached. Similarly, the Middle East Eco
nomic Survey, a journal known for its close ties to the 
Saudis predicts that Riyadh will raise its prices from 
$ 1 8 a barrel to the $23 .50 a barrel level even before the 
Dec. 1 7  OPEC parley. Last week, UAE Oil Minister, 
Mana Saeed Oteiba, during a trip to Jeddah Saudi 
Arabia, told the press that his country would advocate 
a price rise since all pricing discipline within the cartel 
had broken down. Oteiba is known to be a close ally of 
Saudi Oil Minister Zaki Yamani. 

World economy 
in for energy shocks 
A Ford Foundation sponsored report, titled "Energy: 
the Next Twenty Years, " describes the next two 
decades of economic chaos that will be caused by 
repeated energy crises. The following are excerpts. 

As we note elsewhere, the most serious and likely 
energy shocks over the next 20 years will be associ
ated with the world oil market and particularly with 
the oil-exporting countries in the Middle East. The 
probability and effects of disruptions in the world 
market might be reduced in various wars, perhaps 
including reducing oil imports below what they 
otherwise would be. But whatever is done, the United 
States and others will import a large share of their 
oil for most or all of our 20 year period and will be 
affected by shock anywhere in the world oil market. 

Numerous prominent American bankers, notably 
H. Thornburg of Security Pacific bank see a major 
shake out of the oil industry as a result of skyrocketing 
prices and accompanying tight credit policies. Thorn
burg predicts that a pattern of acquisitions will begin 
to occur in which the independents will be bought up 
by the multinational oil companies. 

Within Europe, a similar process will occur whereby 
smaller state-owned oil firms will be (orced out of the 
spot market unable to competitively' bid against the 
multis.It is underthese conditions that a reintegration 
process of international energy firms will occur in what 
the CFR calls the formation of a "multinational oil 
regime." The horizontal diversification of the multis to 
include control over all branches of energy production 
will become the base of such a regime. The smaller 
companies both in Europe and the U.S. will be blud
geoned through market chaos into either accepting 
such a "new reality" or will be bankrupted and bought 
up. 

A speech delivered by the prominent international 
oil consultant Walter J. Levy, a leading member of the 
CFR, in March of 1 973 foretells the current chaos. At 
that time, Mr. Levy was preparing Europe and Japan 
for the 1 974 energy crisis and giving the allied nations 
the critical choice of joining the International Energy 
Agency. The creation of the lEA in 1 974 was a prelude 
to the current CFR plan to establish the multinational 
regime. 

The economic reality of such a scheme is harsh 
energy conservation, economic austerity for the indus
trial nations and the ever-present danger that war may 
erupt over the oil-rich Persian Gulf. 

-Judith Wyer 

The importing countries must work together to pre
pare for the kinds of interruptions in supply that are 
certain to occur-but at times, in places, and for 
reasons that are unpredictable. 

A reduction in the volume of oil flowing into the 
world market will cause prices on the spot market to 
leap upward; even if long-term contract prices are 
honored for the oil exports that continue. By the 
time the oil makes its way through the system to 
consumers, it will tend to be priced at this spot 
scarcity value. Conversely, a sudden increase in the 
price at which oil is available, even if unaccompanied 
by explicit limitations on quantity, will result in less 
oil being purchased. In principle, there is little dif
ference between a reduction in quantity supplied and 
an increase in price-although given the difficulty of 
reducing oil use quickly, a small reduction in quan
tity supplied can be equivalent to a large increase in 
price. 
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The North American 
Common Market bid 
Announcing his bid for the presidency on Nov. 1 3 ,  
Republican hopeful Ronald Reagan called for a "North 
American accord" using language very close to that of 
a report issued early this year by the New York invest
ment firm of Blythe Eastman Dillon. That report pro
posed a North American common market for energy . 
"If  1 am elected President," said Reagan, " I  would 
invite each of  our neighbors to send a special repre
sentative to our government to sit in on high-level 
planning sessions with us, as partners, mutually con
cerned about the future of  our continent ." 

The Blythe Eastman Dillon report, authored by 
Standard Oil of California's Kenneth Hil l ,  called for a 
combined economic, trade and military al liance of  the 
V.S . ,  Canada and Mexico into a single geopolitical 
"bloc" whose central feature would be the pooling of 
continental energy reserves between the three nations. 
Such a common market, or "al liance," corresponds to 
Britain's strategic goal for the North American conti
nent, a goal which Britain has pursued under various 
guises since the turn of the present century and which 
is a major feature of the New York Council on Foreign 
Relations' "Project 1 980s" perspective . 

Reagan has joined a long list of presidential con
tenders who have endorsed this scheme which includes 
Republican contenders John Connally, Robert Dole, 
and Howard Baker, and Democrats Edward Kennedy 
and Jerry Brown . Dissenting Democratic candidate Lyn
don LaRouche has called for a full expansion of the V.S .  
nuclear program and development of controlled fusion 
for commercial use before the end of the century, a 
program diametrically at odds with the Common Market 
plan . 

The rapid spiraling of both OPEC contract prices 
and domestic oil prices in the V.S.  and Canada is the 
cornerstone of the "North American common market" 
scheme in all its variants. Such price hikes are the 
primary means of enforcing austerity and "conserva
tion" on both heavy industry and the consumer. 

A V.N. sponsored conference on heavy oil held this 
past August in Calgary, Alberta (the prospective heavy 
oil capital of North America) was told that a conven
tional oil price of close to $70 per barrel may be 
required for heavy oil to become a profitable invest
ment. 

Tar sands and other heavy oil development is one 
of a diversified "mix" of energy modes in the common 
market scheme. The bil lions of dollars of investment 

spent in expensive extraction and refining procedures 
in Alberta's Athabaska fields and elsewhere will guar
antee that nuclear development is contained on "an equal 
footing with solar, wind and other low-energy modes. 

Other features of the CFR's continental energy 
policy include emphasis upon a shift from oil to natural 
gas dependency and development of expensive offshore 
oil pools in the Canadian Arctic and in the icy waters 
off the coast of the Canadian maritime provinces. The 
proposed $ 1 5  billion Alaska natural gas pipeline agreed 
on last year between the V.S .  and Canada as well as an 
array of other continental natural gas pipelines consti
tute a major aspect of this perspective. 

Senator Kennedy called for a North American nat
ural gas common market in January of this year with 
"minimum government interference ." At the same time, 
Lazard Freres' Frank Zarb, the energy adviser to most 
of the Republican Party presidential contenders, cited 
the recently concluded V.s.-Mexican natural gas deal 
at the record price of $3 .65 per thousand cubic feet, as 
a major opening to a natural gas price spiral in the 
1 980s . 

The three routes to the Common Market 
Britain's approach to achieving a North American 
energy and trade bloc by the mid- 1 990s is currently 
being pursued via three seemingly contrasting ap
proaches . The "hard-line" approach typified by Reagan 
and the original Blythe Eastman Dillon proposal calls 
for a political union between Canada, the Vnited States 
and Mexico with emphasis upon militarizing the entire 
zone under NATO dominion . Northern Telecom's Rob
ert Scrivener exemplifies this approach on the Canadian 
side. Scrivener is linked to the circles behind both the 
Connally and Haig candidacies in the V.S .  through his 
position on the board of V.S .  Steel . 

The softer approach, typified by Kennedy and his 
chief energy advisor Arnold Safer, proposes that the 
same policy objective be pursued by means of "case-by
case" energy cooperation agreements between the V .S .  
and its neighbors, rather than a formal treaty between 
those governments . For different reasons, both the Joe 
Clark government in Canada and the Lopez Portillo 
government in Mexico are opposed to any form of 
blan ket continental energy pact . Soft-l iners such as 
Safer are confident that a "case-by-case" approach 
based upon reciprocal benefits to both Mexico and 
Canada can dupe the Mexicans and at the same time 
allow Clark to save face before Canadian independent 
conservat ive layers wh ile he "sells out" Canadian en
ergy reserves to the V . S .  

A third approach , regional energy plan ning, is per
haps the most in keeping with Britain's ulti mate policy 
aim and is in the most advanced stage of implementa
tion . This is typified by the Energy Corporat ion of the 
N ortheast (ENCONO), endorsed in August by incom-
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ing Department of  Energy Secretary Charles Duncan 
and heavily promoted by New York State Governor 
Carey,  the Conference of New England Governors and 
Canada's Hydro-Quebec. 

The ENCONO perspective of a Northeastern "nu
clear free zone" was given a boost by the opening of 
the massive James Bay hydroelectric project in Quebec. 
Electrical imports from Quebec to the Northeastern 
U .S .  are hailed by "common market" advocates as a 
substitute for dependence upon foreign oil imports . 

The recent appointment of former Maine Governor 
Kenneth Curtis as U .S .  Ambassador to Canada is 
geared to consolidating a trade and energy "free zone" 
between the U .S .  and Canada on a Northeast regional 
basis. Curtis was a staunch proponent of such a per
spective during his chairmanship of the New England 
Governor's Conference in the 1 960s and early 1 970s . 

-Peter Wyer 

Legislating war on ' 
energy development 
Beginning in the late 1960s. the New York Council on 
Foreign Relations launched an assault on industrial 
growth in the United States using energy as the weapon 
The core of the strategy has been to pass environmental. 
and non-proliferation legislation. These bills have in fact 
choked industrial expansion by forcing grossly higher 
energy prices and lower production of fossil fuel and 
nuclear resources. The following are highlights from this 
legislative warfare. 

1 970 
The National Environmental Policy Act set up the En
vironmental Protection Agency which, with its restric
tions, regulations,  and demands for "impact state
ments ," has dane more to cause the current world 
industrial recession and monetary inflation than prob
ably any other single government agency except the 
U.S .  Federal Reserve . Coming under the agency's aus
pices is offshore oil drilling, refinery construction, and 
nuclear plant siting and construction .  

1 978 
The Nuclear Nonproliferation Act of 1978 (the Percy
Glenn Bill) as passed by Congress, imposes a ban on 
nuclear technology export under the rubric of control
ling weapon proliferation.  The bill was based on a 
study released by the Ford Foundation titled "Nuclear 
Pol icy : Issues and Choices ."  Under this bill, the link 
between the fast breeder, reprocessing and nuclear plant 
technology, and weapons was legislatively accepted, 

forcing conventional nuclear reactor costs skyward be
cause of the choke on uranium-plutonium fuel availabil
ity. 

The National Energy Program was announced by 
the Carter administration as the "moral equivalent to 
war." While the key tax provision, the Crude Oil 
Equalization Tax ,  has been blocked in the Senate, 
portions of this forced conservation, antiproduction 
strategy, notably the Natural Gas Policy Act have 
passed and Energy Secretary Schlesinger's scuttling of 
the Clinch River Breeder Reactor went unchallenged. 
The Natural Gas Policy Act created a maze of regula
tory restrictions, defining no less than 18 categories of 
natural gas and placing federal price controls on inter
state natural gas. 

1 979 
The Camp David Energy Program was announced by 
Carter . Its central assumption is that the world has 
reached a limit in energy growth, that nuclear is 
"scarcely viable" and that we must "bite the bullet" of 
forced energy austerity . The centerpiece of this package 
is a reworked version of the Crude Oil Equalization 
Tax, now called the Crude Oil Windfall Profits Tax 
which has passed the House and is likely to pass the 
Senate in a modified form by December . 

It imposes a tax on new oil production which will 
generate between $ 142 and $300 billion over the next 
decade. Funds for energy production will be conduited 
instead to various welfare subsidies, social programs 
and conservation incentives , as well exorbitant conven
tional and synthetic fuels programs. The bill is tanta
mount to a subsidy to the major multinational oil com
panies which have shifted their corporate profiles to high 
cost categories of fuel production.  The multinationals 
have made huge third quarter profits off their foreign 
marketing operations and spot market speculation . .  As 
Jack Allen, head of the Independent Petroleum Associa
tion of America (representing the smaller oil producers 
who do the bulk of domestic drilling) stated, the Windfall 
Profits Tax "will not lay a glove on international oil 
profits ." 

The Energy Security Reserve Act, known as the 
Jackson bill, passed the Senate this past week. It calls 
for a government-private sector Synthetic Fuels Corp. 
and would set up a synthetic fuels boondoggle funded 
at $ 1 9  billion until 1 985 and $68 billion afterwards to 
create a synfuel industry that will produce no more 
than 1 .5 million barrels a day of domestic sludg� from 
coal or oil shale. The bill must now be reconciled 10 a 
different House version of the bill .  As unpublicized 
Department of Energy Studies show, this synthetic fuel 
may be worthless after all .  Synfuel from coal forms 
corrosive gum and thickens with age making it useless 
as a high-grade transportation fuel .  

-Bill Engdahl 
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NUCLEAR SHUTDOWN 
Guffing high technology 

T
he men who run the Carter administration have 
embarked on a plan to shut down nuclear power 
in the United States for good. With it goes any 

potential for the U .S .  to participate in the development 
of the Third World through nuclear and other high
technology exports . This plan is not the outcome of the 
so-called accident at the Three Mile Island nuclear 
power plant in Harrisburg, Pa. It is not the implemen
tation of  recent recommendations concerning "nuclear 
safety ." This plan has been on the drawing boards at 
the New York Council on Foreign Relations for at 
least five years. 

It is the Council's strategy which informed the 
official and unofficial conclusions of the recently re
leased report of the President's Commission on Three 
Mile Island . U sing that report as their pretext, the 
Nuclear Regulatory Commission has already declared 
a "temporary" moratorium on the licensing of seven 
nuclear plants about to come into operation . Bolstered 
by a study commissioned by the National Security 
Council , the NRC is also seriously considering a Pres
ident's Commission recommendation that all nuclear 
plants located within lO miles of a major urban center 
be shut down. The NRC has also contributed to the 
closing 9f five out of six of the nation's commercial 
nuclear waste disposal sites-thus threatening the shut
down of all nuclear fission plants, as well as a vital 
cancer, medical diagnostics and treatment program 
associated with waste disposal facilities. 

On top of the NRC's target list are the nation's 
flagship utilities like Con Edison in greater New York 
and Commonwealth Edison in Chicago, both of which 
rely heavily on nuclear power plants close to city limits. 
Con Ed's Indian Point plants now provide over 25 
percent of the electricity used in  New Y ork City and 
suburban Westchester County . Commonwealth Edi
son's two Zion plants now produce 1 5-20 percent of all 
electricity for Chicago and northern I l linois. If it could 
be replaced by oil -produced electricity, the cost to 
customers would be in the hundreds of m i l l ions of 
dollars. 

It  is no mere coincidence that the N Res plans to 
shut down nuclear faci lities converge with the pol icies 
of Federal Reserve Chairman Paul Vo lcker, h igh-inter-

est policies which are gutting the auto industry, con
struction, savings banks, and the municipal bond mar
kets . It is also consistent with such plans as ENCONO 
which call for "regional energy self-sufficienty" based 
on a transfer of masses of the population out of the 
cities and replacement of high-technology industry and 
energy resources with biomass, wood chips, and other 
labor-intensive sources . The cities are to be gutted . 

As with the oil hoax, described earlier in this energy 
report, the Nuclear Regulatory Commission is operat
ing according to plans outlined by the New York 
Council on Foreign Relations in its "Project on the 
1 980s ."  One of the members of the President's Com
mission, Princeton professor Ted Taylor, was an author 
of the volume on nuclear proliferation in the "Project 
1 980s" series. According to that project, the U niled 
States and the entire world are to be SUbjected to 
"controlled disintegration ."  Modern urban centers, nu
clear power, and high technology economic growth are 
all inconsistent with the CFR's blueprint for the future. 

An international shutdown 
The center of the current campaign against nuclear 
power is the report of the President' s Commission 
which was appointed to evaluate the results of the Three 
Mile I sland accident. The details of that report are 
presented below. Here we emphasize two points .  First 
is the makeup of this so-called unbiased commission . 

The President's Commission was comprised of 
Chairman Kemeny from Dartmouth College, Texas 
I nstruments President Patrick H aggerty, Arizona Gov
ernor Bruce Babbitt, and Princeton professor Ted Tay
lor .  Along with Taylor, Haggerty also has CFR con
nections as a member of the board of the Tri lateral 
Commission , a CFR subcom m ittee. 

Second is  the Kemeny Commission's recommenda
tions: that no �ili ty can be expected to properly run 
nuclear plants and that no plant should be l icensed in 
a region until a thorough evacuation plan has been 
worked out for the population . 

A s  Executive Intelligence Review documented at the 
t ime of the Th ree M i le I s land accident, such plans for 
evacuation are the touchstone of  the N at iona l  Security 
Cou nci l ' s  p lans  for set t ing up emergency dictator i a l  
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control over the U .S .  economy through "crisis man
agement ."  The Federal Emergency Management Agen
cy went into operation at the time of the Three Mile 
Island "accident" to begin implementing these plans 
under NSC supervision. 

One week before the Kemeny commission released 
its report, the National Security Council came out with 
the results of its major study on nuclear energy . Headed 
by former Rand Corp. President Henry S. Rowan and 
"nuclear terrorism" expert Albert Wohlstetter, the re
port concluded that the Carter administration should 
continue to stall the development of the breeder reactor 
in the interest of stopping nuclear proliferation. This 
study was then echoed by NRC Commissioner Victor 
Gilinsky, another former Rand "expert," who claimed 
that all nuclear reactors pose the threat of nuclear 
terrorism because they all breed plutonium . 

I mplementation 
No time has been wasted by the administration in 
implementing the recommendations of the Kemeny 
Commission report. 

NRC official Harold Denton has announced that 

A planned phase-out 
of nuclear power 

The ongoing shutdown of the U .S .  nuclear power 
industry has nothing to do with a desire for nuclear 
safety stemming from the so-called accident at Three 
M ile Island near Harrisburg, Pa. The New York 
Council on Foreign Relations planned the shutdown 
before Jimmy Carter was installed in the White 
House. 

Theodore Taylor, a member of Carter's presiden
tial commission on Three Mile Island, spelled out 
the plan in black and white as part of the CFR's 
" 1 980s Project" series advocating "the controlled 
disintegration of the world economy."  Stating that 
many more nations would inevitably develop nuclear 
weapons if nuclear fission plants and plutonium 
reprocessing were developed as peaceful energy 
sources, and that solar power could meet energy 
demand. Taylor announced the CFR's intention to 
give "One World" supranational agencies the power 
to prevent any nation from maintaining a nuclear 
power industry . 

In the " 1 980s Project" volume, titled "Nuclear 
Proliferation: Motivations Capabilities and Strate-

the commission will not grant any new operating of 
construction licenses until after a "pause" for adopting 
a new, tougher set of siting, safety, and emergency 
standards for plants. Morris Udall of Arizona, Gary 
Hart of Colorado, and Sen . Edward Kennedy have all 
supported this action . 

The NRC has told the Washington Post that it will 
either shut down or severely restrict licensing at Con 
Edison's Indian Point plant in New York and Com
monwealth Edison's  nuclear facilities in Chicago. 

And on Nov. 5 ,  N RC Chairman Joseph Hendrie 
confirmed in congressional hearings that plans were 
indeed formulated to shut down plants near populous 
areas . 

On the nuclear waste front, U .S .  Energy Secretary 
Duncan has set up an interagency study group to 
consider reopening government controlled sites-but 
only for low-level medical wastes . Appointed to head 
the Justice Department's hazardous waste unit is An
thony Roisman , who formerly headed the legal staff of 
the Natural Resources Defense Council, a leader in the 
effort to sabotage the completion of the Seabrook 
nuclear power facility in New Hampshire and other 
nuclear plants . 

gies for Control" and published as Carter took office 
in 1 977 , Taylor wrote the following: 

"In the context of a planned phaseout of nuclear 
power, in which the use of recycled plutonium is 
rendered unnecessary, a safeguards strategy coinpat
ible with our principles can most practically be 
founded on a simple international convention that 
spent fuel not be reprocessed anywhere for plutonium 
recovery, except possibly at a few international cen'
ters under international control .  Such a scheme has 
an attractive simplicity . . . . 

"On balance, we believe that a once-through 
system evolving into a planned phase-out of fission 
power could be effectively safeguarded with an inter
national will to do so . . . . 

"The prospects are excellent that solar energy can 
be developed and implemented on a large scale in a 
period of time comparable to that required to devel
op fully safeguarded breeder systems.  

" . . .  The system we have outlined resembles the 
modified version of the Baruch plan for the inter
national control of nuclear energy that the United 
States submitted to the United Nations in 1 946 . . . . 

"As we have insisted in this study, any energy 
future that we choose will be difficult and painful" 
(emphasis added) . 
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The report of the 
President's Commission 
While the Carter administration has  consistently pur
sued a policy of sabotage of nuclear power, the center
piece of this more recent campaign is the President' s 
Commission to Investigate the Three Mile Island Ac
cident and the report it released on Oct. 30. 

There should be a moratorium on nuclear plant 
construction was the all but stated conclusion of the 
report . The week before, commission members voted at 
least twice on whether to officially recommend a nuclear 
moratorium. It passed both times with a 6-4-2 and 6-3-
3 margin , but was not included as a recommendation 
in the report (seven "yes" votes were needed) . The 
"secret vote" translated into front-page headlines: "Ke
meny Commission Backs Nuclear Moratorium ." With
in the week, the NRC was acting on the official-and 
unofficial-recommendations of the commission.  

Nuclear moratorium and the gutting of nuclear and 

The Kemeny Commission 
The Presidential Commission on Three Mile I sland
the Kemeny Commission-has been presented by the 
Carter administration as an unbiased, objective panel 
well-qualified to evalute the strengths and weakness
es of  the U .S .  nuclear energy industry. But at least 
three members of the commission are avowedly an
titechnology, unqualified to deal with any scientific 
issue. Here are their backgrounds. 
John Kemeny,  chairman, is currently president of 
Dartmouth College and has a reputation as a math
ematician based on the fact that he was once a 
research assistant to Albert Einstein .  For 1 7  years, 
from 1 953-70, he served as a consultant to the Rand 
Corp. These latter two aspects of Kemeny's intellec
tual background suggest he has been influenced by 
the tradition of  philosophical fraud Bertrand Russel, 
who systematically denied that man possesses crea
tive mental capabilities. 
Theodore B. Taylor, currently works at Princeton 
University's Center for Environmental Studies, 
which has produced studies for Congress "proving" 
that economic growth is  possible without increasing 
energy supplies . Taylor is a publicist for nuclear 

other high-technology industries are what informs the 
Kemeny Commission's major conclusions and criticisms 
concerning the Three Mile I sland incident . The facts of 
the matter are applied only if  appropriate . 

The Nuclear Regulatory Commission, an independent 
agency headed by five commissioners, should be abolished 
and replaced by an executive branch agency with a single 
executive. This is based on what the commission calls 
"evidence that some of the old promotional (nuclear) 
philosophy still influences the regulatory practices of 
the NRC." They raked the NRC over the coals, con
cluding "that there is no well thought out integrated 
system for assurance of nuclear safety within the NRC." 

A permanent presidential oversight committee should 
be established to continuously monitor the peformance of 
both the new federal agency and the private companies 
that design, construct, and operate nuclear reactors. The 
Kemeny Commission blamed the Three Mile I sland 
incident on the incompetence and/or bad organization
al practices of the utility, the reactor manufacturer, 
equipment suppliers and others.  "Our investigation has 
revealed problems with the 'system' that manufactures, 
operates , and regulates nuclear power plants. There are 
structural problems in the various organizations, there 

terrorism scenarios, spreading the false notion that 
any bright physics student can build an atom bomb 
in his basement. Taylor has worked on the Ford 
Foundation's Energy Policy Project and authored 
one of the Council on Foreign Relations "Project 
1 980s" series, both of which advocate a phaseout of 
nuclear in favor of low-energy economic models. 
Patrick Haggerty, general director of Texas Instru
ments along with Gen. Alexander Haig, was, from 
1 973-76, a member of the Trilateral Commission 
subcommittee of the Council on Foreign Relations, 
which put Carter in the White House . Haggerty's 
fellow Texas Instrument executive Fred Buey has 
served on National Security Advisor Zbigniew Brze
zinski's panel restricting exports of "sensitive" U.S .  
industrial technology . Haggerty himself has served 
on the Defense Science Board, which performs a 
similar function . 
Victor Gilinsky,  appointed to the Nuclear Regulatory 
Commission in 1 974, is a member of the London
based International Institute of Strategic Studies . A 
ten-year man at Rand Corp . ,  he subsequently assisted 
James Schlesinger in his 1 97 1  reorganization of the 
Atomic Energy Commission, focusing on its regu
latory staff. Gilinsky is known as the most anti
nuclear mem ber of the N RC .  
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are deficiencies in various processes, and there is a lack 
of communication among key individuals and groups." 

"The most serious 'mindset' is the preoccupation of 
everyone with safety of equipment, resulting in the 
down playing of the importance of the human element. 
The NRC and the industry have failed to recognize 
sufficiently that the human beings who manage and 
operate the plants constitute an important safety sys
tem ." 

Before any utility is granted an operating license for 
a new nuclear power plant, state and local emergency 
plans should be reviewed and approved by the federal 
government. States the Kemeny report: "We are dis
turbed both by the highly uneven quality of emergency 
plans and by the problems created by multiple jurisdic
tions in the case of a radiation emergency. We found 
an almost total lack of detailed plans in the local 
communities around Three Mile Island. 

"We favor the centralization of emergency planning 
and response in a single agency at the federal level with 
close coordination between it and state and local agen
cies"-a recommendation to put the Federal Emergency 
Management Agency in charge. 

A variety of changes should be made in the recruiting 
and training of reactor operating personnel, in the instru
ments available to help operators understand the condition 
of reactors and the availability of equipment to measure 
the accidental releases of radiation. It was the commis
sion's view that it was the operator error, confusion and 
misjudgment that were primarily responsible for the 
nuclear incident.  "These shortcomings are attributable 
to the utility , to suppliers of equipment, and the federal 
commission (NRC) that regulates nuclear power. "  

The entirety of  the conclusions are a call to  disman
tle the nuclear industry. Such findings in fact ignore 
the evidence of sabotage baldly evident in the text of 
the report: there is a "remote possibility" that the 
emergency feedwater valves that failed to deliver water 
to lower the reactor core temperatures "were closed by 
an overt act," states the report. The commission, how
ever, made no effort to investigate . 

The importance of these closed valves during the 
initial phase of the accident was presented in an earlier 
report in Executive Intelligence Review, which reviewed 
the Nuclear Regulatory Commission's report on its 
investigation of Three Mile Island.  That investigation 
showed that the closure of these valves caused particular 
pressure, temperature, and pressurizer level conditions 
in the reactor that led the plant operators to act 
essentially opposite to how they should have acted. 

In a recently released report on the same incident, 
published in the N ovember 1 979 issue of the IEEE 
magazine Spectrum, Babcock and Wilcox, builder of 
the reactor, agreed, adding that the loss of emergency 
feedwater flow was important. "Had there been auxil
iary (emergency) feedwater in the system, the tempera-

ture of the reactor coolant might have remained rela
tively stable until the problem of the condensate pumps 
was corrected and the normal feedwater reinstated."  

Both the NRC and the Kemeny Commission knew 
of  this situation . Three different investigatons have 
concluded that the emergency feedwater valves were 
closed by someone. But this is the line of investigation 
both have chosen not to pursue . 

Instead , the Kemeny commission investigation fo
cuses on what went wrong after the incident started, 
and why they think the operators, the owners, the 
manufacturer, and the NRC had "so much trouble" 
dealing with the "accident" once it started. 

So the Kemeny commission concludes that the nu
clear industry is a mess . Because of the conditions 
created by the mess, commission members, no friends 
of nuclear, were "convinced that an accident like Three 
Mile Island was eventually inevitable."  

The Kemeny commission had to  admit that the 
Three Mile Island incident posed no danger to the 
public. Yet they recommended evacuation plans-a 
recommendation picked up by NRC Chairman Hen
dries when he informed a congressional committee of 
plans to shut down two Indian Point nuclear plants 
near New York City and two Zion units near Chicago . 

After asking themselves just how serious was the 
accident, the commissioners answered: "Based on our 
investigation of the health effects of the accident, we 
conclude that in spite of serious damage to the plant, 
most of the radiation was contained and the actual 
release will have a negligible effect on the physical 
health of individuals. The major health effect of the 
accident was found to be mental stress"-for which the 
residents of the area around Three Mile Island have the 
nation's  press to thank.  So why the evacuation plan if 
there is no physical danger? 

Then there is the recommendation of a presidential 
oversight committee to monitor the nuclear industry . Is 
the nuclear industry not capable of understanding the 
science and technology of nuclear? "The analysis of this 
particular accident," states the Kemeny report, "raises 
the serious question of whether all electric utilities 
automatically have the necessary technical expertise and 
managerial capabilities for administering such a dan
gerous high-technology plant."  

Therein lies the basis upon which the commissioners, 
two of whom are associated with the New York Council 
on Foreign Relations, determined what they would 
investigate and, in fact, what they would recommend. 
Nuclear and other high technologies are "dangerous.: '  

The Kemeny Commission has not determined Carter 
administration policy toward nuclear. Rather, the com
missioners are carrying out a policy formulated some 
years ago to destroy the high technology base of 
industry in the U .S .  and the world. 

-Jon Gilbertson 
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_(ONOM IC. ) 

Freeze of I ranian assets 
starts Eurodol lar market crash 

T
he gross error in  the prevailing view in American 
financial circles that the U .S .  freeze on Iranian 
assets will not lead to wider disruption of the 

international markets may be summed up this way: the 
threat of a Eurodollar market crash is not the necesssary 
outcome of last week's actions, but the same forces who 
promoted those actions are also promoting a Eurodollar 
crash.  

What should have tipped Wall Street off to the 
nature of these events is the British government's first 
public commitment to launching a "petro-pound." That 
means returning the pound sterling to major reserve 
status by diverting OPEC oil revenues away from both 
the dollar and Western European currency alternatives . 

This commitment was made, among other ways, in 
the form of a Nov. 14 briefing by the British Treasury 
to the International Herald Tribune. The Treasury re
ported that the Thatcher government would reject any 
possibility of a link between sterling and the European 
Monetary System, the gold-backed currency alliance of 
the other eight European Community members, because 
sterling' s prospect as a "petro-currency" put it in a 
"different race ." 

Previously, the "petro-pound" project had been the 
scheme of Britain' s  Mont Pelerin Society delegation, 
represented by the Financial Times' Samuel Brittan in 
public print . Such an extraordinary development could 
only take place under conditions of politically motivated 
market disruption, in which British influence among 
"radical" OPEC nations led to a significant flow of 
fugitive reserve assets into the world's most bankrupt 
currency . 

The British commitment is now a matter of record . 
In interviews appended to this report, two officials of 
the International Monetary Fund's semi-official "con
sultative group," the so-called Group of 30, lay the 
matter out in sufficiently stark terms .  The officials are 
Schroeders Bank director Geoffrey Bell, the group's 
founder and Executive Director, and former London 
Banker editor Robin Pringle, the head of its New York 
office.  Bell and Pringle support the "petro-pound" 

scheme, and assert that there can be no progress in 
monetary reform without a crash first . 

It is important, when examining these documents, 
to remember who the speakers are. Bell is the inventor 
of "currency reserve diversification," as the financial 
adviser to a large number of central banks, including 
Venezuela's .  The reduction in the dollar share of OPEC 
deposits from over 85 percent to about 75 percent over 
the past year is in large measure Bell 's work. 

The Group of 30 itself is now the policy control 
center for the Bank for International Settlements 
(through BIS official Alexandre de Lamfalussy) and the 
reigning influence over most of the leading countries' 
central banks. They are pushing for a crash . 

The Bank of England began an overt power grab 
today by raising its Minimum Lending Rate from 14 to 
1 7  percent, and extending for six months the "Corset," 
or credit restrictions on banks, that was to have expired 
in December. British bankers point out that these 
controls apply only to domestic lending, and will ac
tually encourage lending of sterling abroad-sterling's 
first use in years as a reserve currency . 

Among other side effects, the British interest rate 
squeeze virtually ensures that the United States will go 
through another round of credit-tightening, and prob
ably within the next week. All statements to the contra
ry, including Volcker' s suggestion Nov. 1 3  that the Fed 
might mitigate its constrictions on money supply 
growth in order to take into account the rise in oil 
prices, should be read as deception. 

The likely course of action by the Fed-and by far 
the worst

" 
for the United States economy-is a plan 

floated in the November issue of the Morgan Guaranty 
Survey and other locations for a "floating discount 
rate ." Under this plan , the discount rate would be 
pegged one half of one percent below the highly volatile 
Federal Funds rate, the rate at which banks lend each 
other excess reserves overnight . That would do more, 
through uncertainty , to choke off ban k lending than a 
considerably larger interest rate increase. 

Elsewhere in  this issue of EIR, it is documented that 
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Iranian "foreign minister" Bani-Sadr is a British intel
ligence operative, and that his stated intention is  to 
provoke a world economic crisis . However, Bani-Sadr' s 
actions have been much less effective in reaching that 
goal than those of the White House and the Treasury. 
By themselves, the $6 billion or less of Iranian official 
holdings in the United States (and at foreign branches 
of American banks) are not much bigger than the $4 
billion money supply gaff caused by Manufacturers 
Hanover Trust's October reporting to the Federal Re
serve. Numerous banking sources point out that if the 
Iranians had merely withdrawn their deposits and 
placed them in European banks, the dollars would have 
flowed back into the general Eurocurrency deposit pool, 
and would have been accessible to the American banks . 

Now the Treasury has set off a chain reaction of 
defaults which form a model for a potential shutdown 
of the Eurodollar market. One major declaration of 

Schroder Bank: The 
purpose is to slow lending 
In a November 14  interview with Executive Intell igence 
Review, Schroeder Bank director Geoffrey Bell effective
ly admitted that his bank's strategy is to use the Iranian 
crisis to promote the downfall of the dollar as the world's 
primary reserve currency. Bell is also executive director 
of the "Committee of Thirty, " an elite group which is 
planning the reorganization of the world monetary system. 

EIR : What do you think about the reports that the U. s. 
seizure of Iranian assets in U. S. banks may force the 
Iranians to default on their debts to European banks, 
which in turn may force the Europeans to freeze Iranian 
assets in their banks as well? 
Bell : I think the I ranians probably will default . How
ever, they may decide to default on their debts to the 
U .S .  banks alone. Should they default on others, then 
every bank could seize Iranian assets . What does this 
lead to in international markets? It certainly won't 
make investors any more confident. 

EI R :  Isn 't there a possibility that other OPEC countries, 
say Kuwait or Venezuela, might be afraid the U. s. could 
seize their assets, too, and start transferring their funds 
out of u. s. banks in the Euromarket? 
Bell : That's possible but it won't necessarily lead to a 
major crisis .  Suppose Kuwait were to transfer Euro
dollars from a U .S .  to a German bank.  The German 
ban k will deposit the funds back on the Euromarket 

bankruptcy by a developing country debtor could pro
voke a general seizure of national accounts . 

The prime candidate for such a declaration is Zaire, 
now the subject of several sets of loan negotiations. The 
Zaire case parallels the circumstances of the Treasury's 
move. Some of its creditors, the Belgian monarchy in 
particular, have more interest in dissolving that country 
than in reclaiming their loans (see below) . 

Because of the seizure of their American assets, the 
Iranians had already begun to default on payments to 
European banks as of Nov. 1 5 , according to well-placed 
European official monetary sources. Iran has between 
$3 and $5 billion in loans from European banks. Even 
though European governments have no intention of 
acting in accord with the American Treasury-a point 
emphasized by Chancellor spokesman Armin Gruene
wald in Bonn today-European banks are being forced 
to freeze Iranian deposits in order to cover outstanding 

where the American bank can borrow them back on 
the inter-bank market . Nothing really changes .  But if 
Kuwait decides to sell its dollars for other currencies , 
well, that's a problem . 

EIR : Isn 't conversion into other currencies the most likely 
scenario should other OPEC countries decide to transfer 
their funds out of u.s. banks? 
Bell : Yes, but I advise a lot of governments, and it's 
not at all obvious that they would get out. . . .  If 
countries like Kuwait started shifting even a relatively 
small portion of their holdings out of dollars, they 
would risk a collapse of the dollar which would destroy 
the value of their holdings . 

EIR � The International Herald Tribune reported today 
that the British government has decided not to join the 
European Monetary System because it believes the pound 
sterling should develop along other lines as a "petro
currency. " Do you think the pound is once again emerging 
as a reserve currency? 
Bell : I think it's already becoming a reserve currency as 
the lifting of exchange controls shows. I welcome that 
decision by the British government not to join the EMS 
and make the pound a "petro-currency."  I 've supported 
this for some time. 

EIR : I think you've been on record as supporting an 
"orderly" diversification out of the dollar. 
Bell : That's right. The quicker we get through ihis 
transitional period and make the dollar a primus inter 
pares, alongside the pound, the deutschemark , the yen, 
and the Swiss franc, the better. The Japanese are now 
for this .  The Germans are not. I would like to see the 
Germans and everyone else offer facilities outside the 
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loans that the Iranians will repudiate, de facto or de 
jure. 

The automatic default of the Iranian government to 
American banks also activates "cross-default" clauses 
under which European banks who participated in syn
dicated loans to Iran along with American banks are 
compelled to declare Iranian credits in default if their 
Am�rican co-lenders do. 

The legal status of Iranian deposits in the foreign 
branches of American banks is also unclear, and bank 
legal officers were working out opinions furiously after 
the White House announced the assets freeze. The fact 
is that the assets have been frozen, whether it is 
legally acceptable or not. American bankers report that 
the Bank of England has given assurances to the 
Treasury before the White House acted that it would 
go along with a freeze on Iranian official assets by 
American banks in London . 

foreign exchange markets so that investors can diversify 
out of dollars without disrupting the markets . 

EIR :  Isn 't there another possibility-that OPEC and 
EMS 'countries might get together to establish a gold
backed system, in which the European Monetary Fund 
would recycle the petrodollars into Third World projects 
to create export orders for European industry? 
Bell : Oh no .  I can't  see anyone seriously contemplating 
that. As for gold, the one thing asset holders have 
learned is it's risky to have assets in any one unit or 
currency. The Iranian situation proved this . 

EI R :  I understand the central banks are working with the 
Bank for International Settlements ( BIS) to set up capital 
ratios and limit Euromarket lending and that private 
banks will be told they can only lend "X" percent of their 
capital to a given country. 
Bell : This is true in part but there is no intention to 
limit lending by country. I happen to be a close friend 
of the head of the BIS committee running this-Lam
falussay (an economist who is also associated with the 
Banque Bruxelles Lambert-AR), and I just talked to 
him . The whole purpose is to slow down lending but 
no . one dares to say which country will be cut back how 
much . The BIS merely sets general policy and it is up 
to the banks how much individual countries are affect
ed. 

EI R :  But the U. S. Controller of the Currency Heymann 
was quoted in Business Week as saying that individual 
countries were being singled out . .  
Bell : I just talked to Heymann yesterday . That's not 
exactly true . You've got to be very careful about how 
you phrase th is .  

Although the freeze came under a 1 976 update of 
the old Trading With the Enemy Act, the Treasury is 
prepared to use the Sovereign Immunity Limitiltion Act 
of 1 976 if necessary-a measure shoved through Con
gress at the close of the Ford Administration enabling 
American banks to seize the foreign assets of their 
debtors on the authority of American ;:ourts . 

According to Treasury General Counsel Sentos in 
an interview with EIR, the Treasury is continuously 
monitoring the placement of assets of foreign govern
ments, in cooperation with the World Bank and IMF, 
and is prepared to employ the sovereign immunities 
legislation should conditions demand it. This identifies 
the Iranian asset seizure as less of an operation against 
the Teheran regime than a preparation for a much more 
general takeover of the resources of Third World coun
tries. 

The New York banks played right along . Their 

Group of 30: need a 
crisis to get action 
The following excerpts are taken from a Nov. 9 interview 
with Robin Pringle, director of the "Group of 30" and 
former editor of the London Banker. 

Pringle : You have these oil prices coming along now 
and people are looking at it in different ways. Some 
people say this is the last time that you would want to 
put controls on-that's just because the Eurocurrency 
market is expanding too rapidly, it doesn't mean these 
countries won't need these funds. 

Q: What is your timing on elaborating such measures 
before we get into real trouble? 
Pringle : Oh, I'm not at all sure they can be prevented 
from getting into real trouble. The last time around 
there were tremendous worries about the developing 
countries' debts . Of course it's much different now. The 
banks are much more lent up. The substitution account 
would take at least two or three years to put into place. 
We need to get a crisis first to get people to act later . 
The central banks cannot get together and do all that 
is necessary despite their divisions before a crisis . We 
must see what their reaction is  to what Charles Kindle
berger called "panic or cris is ."  They have not used 
preventive medicine in the past and that hasn't changed 
yet . The commercial banks, for example, they are acting 
on the basi s of experience not on the basis of fear and 
concern . If they act on the basi s of fear and concern 
they m ight act di fferently .  

-------------------------------------------------------- -----------------------------
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Iranian deposits are slightly larger than their loans to 
Iran .  Chase Manhattan Bank has precisely $500 million 
in Iranian deposits-slightly more than most press 
accounts estimate-and $340 million in loans to Iran . 
The deposits are mainly concentrated in New York 
City,  with a portion in London, Paris, and Nassau. 
Reportedly, Citibank's position is roughly the same. 
Immediately upon the Treasury' s announcement, the 
banks simply took over Iran' s deposits, covering them
selves financially, but setting up conditions that could 
bring them down flat later. 

Europe's view 
If Walter Wriston had given his Nov. 14  press confer
ence in any Western European city, and insisted that 
there would be no spinoff effects of the Treasury action, 
he would have been laughed away from the microphone. 
Europe is preparing for a crunch . 

The Nov. 1 5  editorial of the Frankfurter Allgemeine 
Zeitung reflected West German banking estimates; it 
predicts a real estate market crash and a wave of third 
world defaults: 

"Can there be any doubt (FA Z  writes of the Amer
ican economy) that there will be distress sales and 
bankruptcies? The pinch of high-cost money can be 
found not only in America, but out in the world, and 
above all in the Eurodollar market. A large part of the 
gigantic credit pyramid of almost $500 billion is running 
on a roll-over basis .  Lenders are beginning to ask 
themselves anxiously how long a series of heavily in
debted countries, for example in South America, Africa, 
and Asia, will be able to bear such a heavy interest 
burden ." 

FA Z continued: 
"Indeed, these difficulties will grow with every 

month. First off it must be decided whether new credits 
will be given to developing countries which are heavily 
in debt. But many debtor countries have already made 
clear that if they are denied credits, they will very likely 
be unable to meet their interest payments . "  

All the rest is rumor. Two Kuwait newspapers 
reported Nov. 1 5  that it was likely that some of the 
radical Arab states might take action in imitation of 
Iran, and pull their assets out of U .S .  or even Western 
European banks. Whether this happens, or whether 
Iran demands foreign currency payments for oil im
mediately, ot any number of similar rumors bears out 
is not of special interest at this time. The great danger 
is that the Group of 30 and similar institutions are 
pushing the world financial system rapidly into a state 
where any of these options are possible, under the 
general rubric of "controlled disintegration ."  

-David Goldman 

Zaire: a case study 
in credit shutdown 
The people who are running the Iran crisis to destroy 
any linkup between the European Monetary System 
and OPEC are preparing a sequel : a southern Africa 
crisis . A London-Johannesburg-Brussels axis is now in 
the process of provoking this follow-up. One of the 
principals, Bank of England advisor Sir George Bolton, 
expressed his objective for Africa's future in a January, 
1 979 speech to the Institute of Bankers in London: "As 
the veneer of the educated elite wears off," he said, 
"there seems little hope for Africa south of the Sahara 
but to return to tribal anarchy."  

Bolton,  also a director of the London and Rhodesia 
Mining Corporation (LonRho), is allied with the houses 
of Hapsburg, Rothschild, and Oppenheimer, which 
dominate mining and finance in southern Africa, in a 
coordinated campaign to isolate and economically 
"flatten" every country in the region. Zambia, land
locked, facing famine, and in economic chaos, has been 
physically isolated from the rest of the world by Rho
desian bombing of its infrastructure; Tanzania, facing 
bankruptcy, is the victim of an international cam
paign-directed by Bolton-to cut off all credit lines, 
and has reportedly already been cut off by the Inter
national Monetary Fund; Angola is the target Of regular 
and heavy South African raids against its infrastructure 
and industry . 

A statement on the South African raids by Angolan 
Ambassador to the EEC Luis de Almeida actually 
summed up the purpose of the regional campaign : 
South Africa aims, he said, "to create instability and 
keep us poor and isolated . . .  " Their main fear, he 
added, is  Western rapprochement with, and investment 
in , Angola. 

But above all ,  it is Zaire whose utter destruction as 
a nation exemplifies the deliberate evil now being 
organized out of London, Brussels and Johannesburg. 

Zaire: 

The current round of financial negotiations between 
Zaire and its public and private creditors-the latest in 
a series which have gone on since 1 976-is a hoax. The 
creditors have no intention of refinancing the chroni
cally ailing country . These charades included a meeting 
last week of the "London Club" of commercial credi
tors, a tentatively scheduled neeting of the "Paris Club" 
of public sector creditors, and a Nov. 28 meeting of the 
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" Brusse l s  Three"-Societe Generale  ( H apsburg) , 
Banque Bruxelles Lambert (Rothschild) and Krediet
bank .  The latter meeting will hear a report from Lazard 
Freres, Kuhn Loeb and S .O.  Warburg on Zaire's over
due debt service . 

Zairean President Mobutu Sese Seko is hoping to 
get a · rescheduling of Zaire's estimated $ 1 .7 billion in 
arrears and some new credit out of these meetings. His 
counterparts, however, have no intention of granting 
anything, either because the U .S .  tight-money policy 
makes it impossible; because they have despaired of 
getting it back; or because they have decided that Zaire 
should have no future. 

The immediate result will be a reign of disease, 
starvation, and disintegration far worse than even the 
current hellish conditions, making the bloody anarchy 
of the 1 960's Belgian Congo look mild in comparison .  

Preempting France 
The timing for this disintegration is precise: There are 
already rumors that the French government of President 
Valery Giscard d'Estaing, which has attempted to keep 
Zaire stable and whole for the past four years, is ready 
to back the imposition of serious and constructive 
reforms in the country .  This would involve, in particu
lar, the cleaning out of the corrupt ruling clique which 
gravitates around President Mobutu, other changes in 
the government and the return of the sizeable number 
of educated-and hOilest-Zaireans now overseas . 

The difference between the mooted French moves 
and the IMF and Belgian moaning about Zairean 
corruption is that the French backed reforms would not 
involve starving the Zairean population-they would 
involve a cleanup and new credit for development. 
Another difference is that Count Otto von Hapsburg's 
Union Miniere, which moans about the corruption in 
Zaire, is responsible for a large part of the corrupt 
payoffs, in order to retai n Union Miniere's marketing 

rights for Zaire's copper production .  This was pointed 
out in the March 1 6  edition of Le Figaro, by corre
spondent Jean-Marc Kalfleche, who often reflects the 
views and policy ideas of the Elysee Palace. 

Von Hapsburg has ensured that Zaire has not gotten 
any credit since it first got into trouble in 1 975 .  In 1 976, 
I rving Friedman, Senior Vice President of Citibank, a 
major private creditor, tried to put together a $250 
million credit package. This would have effectively 
ro lled over Zaire's arrears while retaining their credit 
rating for new money. As the package was taking shape 
in late 1 976 and early 1 977, Zaire was hit with the first 
invasion of Shaba province-the copper mining cen
ter-by the "National Front for the Liberation of the 
Congo."  The guerillas were exiles , or the children of 
exiles, who had formed the gendarmes of Shaba (then 
called Katanga) which seceded from Zaire (then called 
the Congo) under the sponsorship of von Hapsburg's 
Union Miniere in 1 96 1 . When the secession was put 
down, the gendarmes fled to then-Portuguese Angola 
where many of them worked in the private army main
tained by Harry Oppenheimer's Anglo-American Cor
poration , guarding the corporation's diamond mines . 

Undaunted after the first Shaba invasion in 1 977, 
Friedman tried to put together the loan for Zaire. Just 
before the signing of the loan, the Katanga gendarmes 
struck again, in May 1 978 .  This time they took over 
the copper mining center of Kolwezi, holding hostage 
the expatriate technician population of the city . France 
prepared a secret military operation to save the hostages 
and might have succeeded if Belgian radio had not 
"leaked" details of the operation . The rebels, alerted, 
started a bloodbath, and between them and the ill
disciplined Zairean army, killed several thousand Zai
reans and over a hundred hostages before the French 
troops arrived.  Belgium tried to cover this by sending 
their own troops, but their stated desire was always to 
"negotiate" with the gendarmes-like Ramsey Clark 
and the Ayatollah Khomeini-drawing the crisis out as 
far as possible. 

As a result of this raid, copper production collapsed 
and the mines, short of supplies, spare parts, and 
technicians, have never returned to full capacity . 

In 1 979, von Hapsburg and Oppenheimer could not 
send the gendarmes in, because the government of 
neighboring Angola had either thrown them in jail or 
out of the country, part of a rapprochement between 
Angola and Zaire that caused much gnashing of teeth 
from Brussels to Johannesburg. Instead, a group of 
Belgian and other European mercenaries mysteriously 
appeared in February in Rwanda, Zaire's neighbor to 
the east. They were arrested before they could execute 
their new plan to invade Zaire. It was subsequently 
d iscovered that the travel arrangements for the group 
had been made by a travel-agent subsidiary of the 
Rothschild's Banque Bruxelles . 
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Enter the IMF 
In 1 978,  with the Citibank project shelved and no other 
sources of credit, Mobutu was forced to accede to the 
installation of Erwin Blumenthal, an IMF representative, 
as director of the Central Bank of Zaire.  Blumenthal 
tried his best to ram an austerity program down Zaire's 
throat, including an allocation of the country's foreign 
exchange earnings: 30 percent to debt service; 30 percent 
to food imports and other vital consumer goods; 33  
percent to raw materials and  spares; 2 percent to  fuel. 
At the same time, Zaire's currency was devalued by 
nearly 50 percent.  

Blumenthal imposed these strictures in a country 
where half the children die of malnutrition before the 
age of  5 ;  where food-price inflation in the cities runs 
200-300 percent a year; where a low-income urban 
dweller must spend a month's wages for a week's food; 
and where agricultural production in the countryside 
has collapsed to bare subsistence at best . The cities of 
Zaire must import from overseas nearly all their food. 
Through a combination of the 1 960s anarchy, the 1970s 
incompetence and corruption, and the IMF austerity 
measures , most of the country's roads no longer exist, 
and most of its truck fleet is  idle through lack of spares 
and fuel .  

On  July 1 8  of this year, the IMF extracted from 
President Mobutu a letter of intent, binding his country 
to a "stabilization" plan, in return for which Zaire gets 
$ 1 50 million-in $20 million increments as long as he 
sticks to the plan . The plan includes: the slashing of 
any remaining social services, further devaluations, a 
domestic credit cutoff, IMF control over foreign ex
change, a wage freeze, and the elimination of any cost
of-living rider in current wage agreements. 

Mobutu did not negotiate this plan for the paltry 
$ 1 50 million-less than 10 percent of current arrears
but for the IMF seal of creditworthiness with which he 
hopes to negotiate further credit agreements with other 
government and commercial sources . He thus finds 
himself trotting the globe to negotiate with the " Lon
don," "Paris" and "Brussels" clubs. He has so far had 
no success in raising any further money, and numerous 
reports in banking and African-centered journals agree 
that he is not likely to have any. These predictions were 
made before Fed Chairman Volcker's credit clamp
down . 

Angola: 

The disintegration of Zaire would particularly destabil
ize Angola, since it would lead to a resurgence of the 
tribalist National Front for the Liberation of Angola 
(FNLA), a cannibal gang which would like to incor
porate northern Angola as part of the pre-colonial 
Bakongo kingdom . The FNLA used to operate against 

Angola out of Zaire until its activities were curtailed 
last year by Mobutu . Last month , Mobutu went further, 
giving FNLA leader Holden Roberto 1 5  days to get 
out of Zaire. 

FNLA action would complement South Africa's 
regular raids against southern Angola. The South Af
ricans no longer make any pretense of chasing nation
alist guerillas from their i llegally-held colony of Na
mibia: On Oct .  28, South African jets and heliborne 
infantry destroyed a railway tunnel, mined the line and \ 
destroyed 4 highway bridges 1 00 miles inside Angola
nowhere near any guerilla camps. The rail line is 
essential to the Cassinga iron mine in the region
which is owned by a West German firm. In a late 
September raid, the South Africans attacked housing 
and industrial buildings in the same area. 

Zambia: 
This coincides with the completion of a systematic 
Rhodesian campaign to isolate Zambia from the rest of 
the world: on November 6th, the Anglophile military 
clique which runs Rhodesia cut off all maize shipments 
to Zambia-which, due to a bad harvest last year 
requires 275 ,000 tons of maize by February to avert 
widespread starvation . The Rhodesians had already 
bombed the ferry between Zambia and Botswana and 
dynamited the rail and road routes from Zambia 
through Tanzania, Mozambique and Malawi to the sea. 
The rail route through Zaire to Angola has been kept 
out of commission since 1 975 by the South African
supported anti-Angola guerillas of UNIT A. 

Zambia is already in dismal economic shape due to 
the collapse of the world copper price in 1 975 and four 
years of IMF-imposed austerity. 

Ta nzania: 
The World Bank showpiece economy of Tanzania
labor-intensive and unproductive-has been driven to 
bankruptcy by the economic disruption of the Uganda 
war, and was cut off by the IMF when President Julius 
Nyerere refused last month to accede to the Fund's 
austerity demands. 

On top of this, Sir George Bolton is leading a 
campaign to stop Tanzania's other aid donors and 
commercial creditors from extending any more credit 
to the country .  Bolton is demanding $40 million in 
compensation for Lon Rho assets nationalized last 
year-retaliation by Tanzania for LonRho's espionage 
activities in southern Africa . In a letter this month to 
the World Bank and other creditors, Bolton demanded 
"full cooperation in denying Tanzania any further aid" 
until Lon Rho is paid off. 
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Col lapse in  the consumer sector 

W
ith the onset of the Volcker credit crunch last 
month, the Chairman of the Federal Reserve . 
told the U .S .  Congress: "The standard of  

living of the average American has  to decline." If  his 
policy isn't quickly reversed, this statement may prove 
to be one of the few economic predictions by a Federal 
Reserve Chairman ever to be vindicated. 

While economists have discussed the supposed im
pact of the Volcker Oct. 6 measures ad infinitum over 
the last month, the feature that emerges unmistakably is 
the attack on American living stan>dards. 

The first sectors of the credit market to be impacted 
by the Oct. 6 measures were, as planned, consumer 
installment and home mortgages . Credit-dependent, 
consumer-oriented industrial sectors like auto and hous
ing are now reeling from the effects . (The Fed has 
continued to pump out banking reserves to selected 
banks via its discount window, and those banks in turn 
have continued to make credit available to their "best 
corporate customers.")  

The attack on the consumer sector of the economy 
has operated as follows: personal income, adjusted for 
inflation, dropped at a 1 0  percent annual rate in Sep
tember . However, the full effects of that drop, were 
postponed by a record 7 .6  percent expansion in consum
er installment credit outstanding during the month. 
Then the Volcker crunch hit, and banks began "review
ing" their policies on consumer lending. The rapid 
expansion of new consumer insta1l1ment loans undoubt
edly slowed in October-in tandem with the 1 .7 percent 
nominal drop in retail sales over the month from 
September levels .  The volume of consumer credit out
standing may have continued to grow in light of the 
growing delinquency rate on loan repayments by illi-

• quid consumers . 
Volcker's high interest rate policy has been simulta

neously undermining the savings banks, the traditional 
depository of consumer savings and the mainstay of the 
American homebui ld ing i n dustr y .  Caught  in  the  
squeeze between the rising cost of money and their 
fixed-rate mortgage assets, a significant number of 
veteran savings banks and savings and loan institutions 
are operating at a loss for the first time in their history. 
In states where usury laws are still in force, mortgage 
activity has almost ceased because of the widening 
spread between the banks' cost of funds and the statu
tory ceiling on mortgage loans. In states where usury 
laws don't exist, mortgage rates have soared out of 
reach of Mr. Volcker's "average American." 

Statistics disseminated by the National Association 

of Home Builders show that if mortgage rates rise to 14  
percent-where they are presently headed, then only 8 
percent of all American households will be able to 
purchase an average priced home. With rates currently 
in the 12 to 1 3  percent range, less than 1 3  percent of the 
nation's households can afford to carry a mortgage on 
an averaged priced $65,000 home. The era of the single
fami ly  home-once cons idered the  " American 
Dream"-is ending abruptly . 

The November issue of the "Morgan Guaranty 
Survey" takes this scenario one step further, recom
mending a sweeping change in policy direction for 
housing in the 1 980s: the federal housing agencies such 
as the FHA and VA-which have been the backbone of 
the U .S .  homebuilding industry since they were created 
in the 1 930s-should leave the financing of single family 
homes to the private mortgage market (which has 
shown a distinct preference for shopping malls) and 
concentrate instead on rehabilitating the nation's  aging 
urban housing stock. 

And what will become of consumer savings in this 
overhaul of  the nation's credit markets and institutions? 

The deficit economy 
The on-going unravelling of the U .S .  economy-start
ing with the consumer-oriented sectors-is the predict
able result of cutting off credit to an economy which 
has become hooked on short-term debt. As noted 
above, in September, prior to Volcker's Oct ;  6 credit
tightening announcement, consumer installment credit 
soared by 7 .6 percent, reflecting both a hefty extension 
of new loans and a drop-off in loan repayments by 
illiquid consumers . During the same period, short-term 
bank loans to commerce and industry were expanding 
at a near-record 32.9 percent annual rate. 

These figures indicate the rate of credit expansion 
required to barely sustain consumer purchasing power 
and business operating rates . But the stated intention 
of the Oct. 6 package, of course, was to slow the rate 
of credit expansion and puncture the economy. At the 
time, a source close to Volcker hypothesized that the 
Fed's goal was to knock the growth of the monetary 
base (banking reserves and cash in circulation) down to 
zero for the rest of the year and reduce short-term loan 
growth to a 5 percent annual rate . 

Indications are that Volcker has been "successful" 
in slowing the rate of consumer borrowing-witness 
the 1 .7 percent slump in current dollar retail sales in 
October-and the reported slowing of corporate bor
rowing . The growth of C&I loans on the books of the 
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nation's major commercial banks dipped to a 7 . 1  per
cent annual rate during October, which led money 
market analysts to proclaim last week that "interest 
rates have peaked ." 

However, all of the arguments to the effect that I )  
interest rates have now peaked, and 2) partially as a 
result of this peaking of rates , the current recession will 
be a mild and manageable one, simply ignore the most 
fundamental point about the U .S .  economy: its under
lying illiquidity . Both households and the corporate 
sector have been running at a severe deficit since 1 97 1  
and have increasingly relied on short-term debt to make 
up the deficit. 

It  may not be so easy to stop the expansion of 
consumer credit at present, for example. As Chase 
Manhattan bank argues in the Nov. 12 issue of its 
"International Finance" publication, no matter how 
hard the banks come down on issuing new consumer 
loans, the growth of consumer credit may continue due 
to an uncontrollable drop-off in loan repayments . In 
September, in fact, half the growth of consumer credit 
was attributed to a decline in debt repayments by 
illiquid consumers . 

General credit conditions over the decade-i .e . ,  his
torically high U .S .  interest rates-have impeded capital 
formation and investment in new productivity-increas
ing technologies to the point where industry and agri
culture cannot generate sufficient real profits to finance 
even operating costs and barebones capital expenditures 
and are increasingly dependent on borrowed funds. 
Hence the folly of the "interest rates have peaked" 
theorists . 

The last several weeks' experience has shown that 
credit demand which is  suppressed in one market is 
popping up in another. The drop off in corporate loan 
demand in October-more accurately, the selective den
ial of corporate loan requests by lenders-was accom
panied by a marked take-off in commercial paper 
issuance by finance companies . Commercial paper is 
the designation for short-term unsecured IOUs issued 
by corporations and sold to investors, usually other 
corporations.  In  the four weeks ending Oct . 3 1 ,  com
mercial paper i ssued by nonfinancial corporations grew 
at a 55  percent annual rate. Commercial paper issued 
by finance companies-including the finance subsidi
aries of the auto companies-rose at a 26 percent 
annual rate, up from 4 .9  percent in the previous four 
weeks. The increase mostly reflected the issuing of new 
debt by the auto companies' subsidiaries to finance 
inventories of cars which could not be sold because of 
the shut-off of consumer credit. 

This development is a strong indication that credit 
demand will not drop off "naturally" in response to the 
new stratospheric interest rates , because the require
ments of  inventory financing under conditions of col
lapsing sales will actually intensify credit demand. Var-

ious sources in Washington and at the New York 
investment banks have drawn the conclusion that de 
jure credit controls-including the activation of the 
Credit Control Act of 1 969-are therefore inevitable 
before long . 

Contrary to what the "mild recession" prognosti
cators are still forecasting, the fast eroding liquidity 
positions of certain sectors of the economy are making 
those sectors especially vulnerable . A recent run of the 
Executive Intelligence Review's computerized Riemann
ian econometric model showed that the total economy 
will drop about 15 percent into the negative by the end 
of 1980 with the most illiquid sectors-auto, construc
tion, and agriculture-going first (see Vol . VI, No. 43,  
Nov.  6- 1 2) .  

November auto production schedules have already 
been cut by 22 percent from November 1 978 .  And a 
troublesome inventory built up from year-ago levels in 
auto and other durable goods industries portends fur
ther major production cuts and layoffs by the first 
quarter of 1 980. 

The relatively low inventory-to-sales ratio for all 
business is  deceptive and hides a very differentiated 
inventory picture for the various industrial sectors, 
according to a recent analysis by Manufacturers Han
over Trust's economics department. Over the last year, 
both employment and inventories have increased much 
faster in the durable goods group (transportation equip
ment, machinery, "big ticket" consumer items like 
refrigerators) than in the nondurables group (apparel, 
food, other consumer software) . At the beginning of 
October, the I-S ratio in durable goods was 1 .97 com
pared with 1 . 84 a year earlier, with the rise conceritrated 
in transportation equipment where the I-S ratio shot up 
from 1 .46 last year to a current 1 . 85 .  Also up are 
inventories of stone, clay and glass, fabricated metals, 
machinery and instruments . By contrast, nondurable 
goods producers reported an I-S ratio of 1 .09 down 
from 1 . 1 9  a year ago . 

These inventory-to-sales ratios correlate with the 
relative liquidity ratios-as is to be expected-and 
confirm our model's projections of a sharp downturn 
in durable goods industries such as auto and its feeder 
industries and construction . 

Faced with growing inventories, worsening liquidi
ty, and Mr. Volcker's "anti-inflationary" high interest 
policy, the nonfinancial corporate sector has been at 
pains to raise prices where possible. This tendency is 
evident in the breakdown of the producer price index 
for October: while the rise in the overall index moder
ated, in line with a slowing in the rate of increase of 
energy prices and a slight decline in food prices, the 
cost of finished goods increased significantly- I .O per
cent on top of a 1 .4 percent increase in September. 
Needless to say, it is the consumer who foots the bill 
for these price increases. 
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I nterest rates 
have not peaked 
In a Nov. 7 speech before the Money 
Marketeers meeting, Alan Lerner, 
senior vice president of Bankers 
Trust told the assembled bankers 
that "U .S .  interest rates will reach 
their peak within the next four to 
eight weeks ."  

Lerner's predictions were sec
onded by the M organ Guaranty 
Trust' Weekly Money Market Bulle
tin, which stated it did "not foresee 
any further credit tightening by the 
monetary authorities in the near fu
ture ." 

By  these assert io n s ,  B ankers  
Trust and M organ Guaranty intend 
to assure an extremely jittery market 
that Fed Chairman Paul Volcker will 
ease the monetary restraints he had 
imposed . These restraints, which 
have pushed the prime interest rate 
to its current level of 1 5 . 5  percent, 
have produced signs of economic 
collapse throughout the economy 
which is becoming very worrisome 
to most .  

Anyone falsely assured by the 
Bankers Trust and Morgan predic
tions had better look more deeply at 
the credit system.  The U .S .  economy 
shows no sign of letting off on its 
need for credit by which it staves off 
collapse and Volcker shows no indi
cation of easing off on credit tight
ening. 

The first tip-off came in the Oc
tober figures for issuance of new 
commercial paper, which were re
leased on Nov. 1 2, showing that in 
Octo ber issuance of new commercial 
paper shot up at a rate of 25 percent 
per annum against a 5 percent per 

November 20-26, 1 97 9  

annum rate the previous month. This 
heavy borrowing reflected mostly 
auto companies' "finance company" 
arms which were desperately issuing 
neW debt to car dealerships to fi
nance cars that could not be sold 
because of the cut-off of consumer 
credit !  

While steel and  a few other indus
tries have purposely kept inventories 
very low, in expectation of a sharp 
economic slow-down, other sectors 
of the economy, such as retail trade 
are not so fortunate requiring a high 
level of inventory financing. Fur
thermore, while inventory-to-sales 
ratios for the whole economy are 
lower now than in the period imme
diate ly  preceding the 1 9 7 3 - ' 74 
depression , the absolute volume of 
inventories is higher and must be 
financed at higher interest rates or be 
totally liquidated at which point a 
full-fledged crash is on .  

Not If ,  but when 
News emerging from the tickertapes 
Nov. 1 5  further indicated that the 
primary question concerning Paul 
Volcker's policy is not if he will 
ra i se  i n terest  rates  further ,  b ut 
when . 

On Nov. 1 5 , the Bank of Eng
land suddenly raised its Minimum 
Lending Rate (at which the BOE 
lends to the clearing house banks) 
by a full 3 percentage points to 1 7  
percent. Since Volcker has been de
termining U .S .  credit policy as a 
predicate of British policy, this will 
almost certainly be followed by an 
increase in the Fed's discount rate 
from its 12 percent level, which will 
kick off a ratchet-increase of interest 
rates  throughout  the  eco n o m y .  
Adding fuel for a credit tighten ing, 
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the Nov. 15 Journal of Commerce, 
in its lead editorial, "Lowering the 
Discount Windows,"  repeats the 
call last week of House Banking 
Committee Chairman Henry Reuss 
(D-Wis .)  for shutting down the dis
count window. This would mean 
that the source of funds of last resort 
of the banking system would be shut 
off. 

The  same  day ,  the  Fed an
nounced the monetary figures for 
the lastest reporting week, which 
conveniently will provide the pretext 
for further tightening and make a 
mockery out of the famous "report
ing error" of two weeks back . M 1 
shot up by $3 . 1 billion while M2 
increased by $4 billion . 

The monetary figures knocked 
the wind out of the sails of a mild 
stock market rally . 

Ultimately, the report of credit 
easing is a myth created for the 
unsophisticated on and off Wall 
Street . In less kind words, the First 
Pennsy lvan ia  B a n k  labe led th i s  
myth, "the Greater Fool's Theory ."  
I n  i ts  latest weekly market newslet
ter, the First Pennsylvania wrote: 

" Bond prices have moved up 
sharply on at least four occasions as 
the ' street' (a pseudonym for bro
kers and dealers) tried to scare retail 
institutional investors into buying 
for fear of missing the interest rate 
peak .  Each rally seems to sputter 
and die whenever speculators finish 
covering their short sales, as retail 
investors refuse to play the 'greater 
fool' role. "  

The only ones deceived by  the 
report that interest rates will peak 
are  those  w h o  wou ld  be l ieve a 
bright, rosy future for the U.S .  
economy. The announcement that 
Ford Motor Company wi l l  lose $ 1  
billion on their North American op
erations, made Nov. 1 2 , puts that 
company in the same league as 
Chrysler Corporation. The only val
id reason that interest rates would 
have peaked is that the bottom fell 
out of the U .S .  economy and no
body noticed. 

-Richard Freeman 
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Ohira shuts oH Japan's 
international lending 

Following the Volcker shock to the 
dollar credit system on Oct. 6, Ja
pan's finance ministry (MOF) issued 
a number of "window guidance" di
rectives to Japanese banks and secu
rities houses aimed at drastically re
ducing Japan's overseas lending. 
Acco rding to  J a p anese b a n kers 
reached in New York, the intent of 

( TRANSPORTATION 

Why the railroads 
want dereg ulation 
As the Executive Intel ligence Review 
has documented during the past year, 
deregulation of transp(Jrtation means 
higher prices and drastically reduced 
service. In the deregulated airline in
dustry, sharply declining profits are 
triggering fare rises and the vanishing 
of "bargain " specials, while also ac
celerating route abandonments. 
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the unofficial but quite mandatory 
"guidelines" is to reduce Japan's 
overseas lending to no more than its 
overseas borrowing. 

The MOF insists that this action 
is necessary to defend the yen . It 
argues that Japan's trade deficit, 
caused by high oil prices, has already 
sent the yen plummeting from 222 to 
243 per dollar in the last 30 days 
alone, and the currency could go as 
low as 270 by the end of the year. If 
Japan cuts back on lending overseas, 
the MOF reasons, then it will not 

) 

One grouping that wants deregu
lation is the railroad industry. The 
majority of the rail companies are con
trolled by financial interests who have 
no real interest in providing rail service 
(see "Dismantling the Railroads", 
Oct. 9-/ 5  issue). The aim of the rail
roads in promoting deregulation-in
cluding their goal of weakening both 
the trucking industry and the Teams
ters Union-is pinpointed in these ex
cerpts from a series of public letters 
and speeches by Duncan M cRae. Mr. 
McRae is President of the Melton 
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lose dollars so quickly and the yen 
will not fall as fast or as far. 

Until very recently Japan had 
been functioning as a preeminent in
ternational capital source. From 
January 1 978 through June 1 979 it 
ran a net long-term capital outflow 
of $ 1 5  billion per annuum . Much of 
this credit went to finance capital 
goods exports to the developing 
countries . The latest finance ministry 
guidelines will shut down this "trans
fer of technology." 

The unpublished Finance Minis
try directives include the following 
measures, Japanese bankers report: I) New, tighter lending quotas on 
a country-by-country basi s .  The 
MOF will examine each loan before 
approval to rule out loans to "un cre
ditworthy borrowers." 

2) An increase in the ratio of me
dium to long-term funds required to 
back up long-term lending from the 
current 40 percent to 60 percent. 
Given the exhorbitant rates and 
scarcity of long-term Eurodollar 

Truck Lines, Inc. in Shrevesport, La. 
and has been involved in the transpor
tation business for 52 years. 

You have all been hearing the word 
deregulation. There has been a mas
terful public relations program put 
on throughout the nation lasting sev
eral years aimed at softening up 
everybody about the matter of dere
gulation. In the opinion of some peo
ple, this plan has been a carefully 
drawn plan aimed at the natural an
tagonism that the American people 
have to the tremendous amount of 
regulation that the federal govern
ment has been imposing on the peo
ple over a long period of time . 

In  our opinion, the railroads in 
this country have taken advantage of 
this situation and they have mounted 
a tremendous undercover campaign 
aimed at having transportation der
egulated. The railroad people want 
deregulation for the rails so they are 
not obligated to serve many places 
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funds these days, enforcement of this 
directive will necessarily cut lending. 

3)  Nearly total prohibition of 
yen-denominated bonds issued by 
foreigners in Japan . From a $700 
million level in the April-September 
period, the issuance of these bonds 
fell to almost nothing in October . 
Japanese bankers say that approval 
for future issuances will be well nigh 
impossible to get. 

4) Prohibition of new lending 
sources and institutions. Last April, 
for example, the finance ministry ap
proved overseas lending by Japanese 
in surance  c o m p anies  and  trust  
banks ,  us ing  pens ion funds  a s  
sources of capital .  This approval has 
now been rescinded. 

5) Easing of  rules allowing cor
porations to borrow dollars abroad. 
This will hurt the firms, since interest 
rates are higher overseas .  

One Japanese securities firm has 
proposed that  the government , 
which borrows tens of billions of dol
lars a: year, shift a portion of its bor-

that they are presently obligated to 
serve. They would like to do lots of 
things that would work to the disad
vantage of the country as a whole . . . .  

For 50 years the rails had a mo
nopoly on transportation in the 
United States . . . .  They guarded their 
monopoly. They rode high in the 
state legislatures and did as they 
wanted. The whole list of evils: dis
crimination against small shippers, 
against cities, against regions, against 
ports, payoffs, kickbacks, sweetheart 
deals,  failure to give service. If they 
had a policy, it was to hell with the 
public. 

The rails had been regulated be
cause of their sins, their power, their 
failure to protect the public . . . .  The 
rails never lost their greed. Their mo
nopolistic desires continued as did 
their bull-headed determination to 
rule . . . .  The rails fought this regula
tion.  They have fought it daily for 
each of the 1 00 years and they are 
still fighting it . Don't forget it! They 
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rowing abroad . This would certainly 
raise the amount Japanese banks 
could lend overseas, if the purpose of 
the MOF measures were simply to 
keep lending and borrowing in bal
ance . The government is  hardly 
likely to borrow abroad at rates 
much higher than at home, however . 
More importantly, the purpose of 
the measures is not simply to run a 
capital account balance, but to re
verse Japan's emergence as an inter
national capital center . 

Since taking office last Decem
ber ,  Pr ime M i n i ster M asayosh i  
Ohira has repeatedly taken action to 
stymie Japan's role as a major low
interest lender to the developing sec
tor, a role built up under his prede
cessor Takeo Fukuda. Ohira has 
been acting under pressure from 
Washington ,  which saw Japan' s  
growing capital market as a chal
lenge to its "credit rationing" policy 
toward the Third World. By the third 
quarter of this year, Ohira's actions, 
together with the rise in world oil 

plan to eliminate it. They have gotten 
their plans together to kill the ICC. 
They are as crafty as ever . . . .  

The rails' competition,  the truck
ers, are to be fragmented, deregulat
ed and ruined as effective competi
tors . . . .  (Through deregulation) if 
(trucking industry) capital cannot 
get a return on its investment, if un
limited competition is permitted into 
the trucking business, there will 
gradually be a drying up of the 
source of funds that keep the truck
ing business vibrant and growing. 

I do not have a Teamster con
tract . I do not want one, neither do 
my men who are small businessmen. 
We have found that the Teamsters 
. . .  have provided an umbrella on 
rates and services that permitted us 
to do well under their rate structure 
forced upon the public through the 
nationwide control of trucking that 
they gained under the direction of 
James Hoffa. Their mishandling of 
pension funds . . .  has made the public 
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prices, had cut back Japan's capital 
outflow by 75 percent from the Fu
kuda period ! Now Ohira intends to 
go to the other 25 percent. 

The new measures from the fi
nance ministry guarantee that the 
challenge to Ohira' s premiership by 
other mem bers of the ruling Liberal
Democratic Party (LOP) will con
tinue . Ohira won only a narrow 1 35-
1 25 victory over Fukuda two weeks 
ago, when the LOP vote split during 
a parliamentary vote to designate a 
premier. Japan's trade-dependent 
economy cannot tolerate the shut
down of world trade and capital for
mation that Volcker's policy pre
sages.  Nevertheless, Ohira's near 
defeat has not caused him to bend to 
the policies of his critics in business 
and political circles; therefore, they 
are left with no choice but to con
tinue the campaign to unseat him .  
Japanese politicians expect the de
bate around the budget in February 
to spark the new challenge. 

-Richard Katz 

think the Teamsters are involved 
with the criminal element through
out the country . . . .  The public is in 
error and the majority of the Teams
ters are not involved in this . 

Our enemy has remained hidden 
and not properly labeled or identi
fied . In this discussion, I would like 
to label two of our enemies. The 
bureaucratic liberal who has taken 
his sustenance and his future from 
Ralph Nader and the leadership that 
has come out of his anti-business 
psychology. The primary enemy, 
however, remains the bureaucrats 
who are installed, led, financed and 
encouraged by the railroads and 
thei r vast financial investment in 
America. 

The Kennedy regime has been 
par t i cu lar ly  adamant  a n d  h ard
nosed about wages in the trucking 
industry during the last few years.  I 
am reasonably sure that this has had 
some effect on  the deregulation pro
posals that are r i fe i n  Congress now.  
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( AGRICULTURE 

USDA proiects a 
20 percent cut in 
1 980 farm income 

The U.S .  Department of Agriculture 
is now projecting a 20 percent drop 
in 1 980 net farm income, according 
to an early November announce
ment which received remarkably lit
tle notice in the nation's business 
press . The drop from 1 979's $30 bil
lion to $24 billion is twice that esti
mated in pre-announcement leaks 
over the past several weeks.  It's at
tributed to a sharp run-up in produc
tion costs-primarily energy-and a 
stabilization of farm prices as a result 
of record harvests .  

The USDA projection is mark
edly bleaker than most. Farmland 
Industries, for instance, the nation's 
largest agricultural cooperative, ear
lier in the month predicted that the 
1 980 net farm income would decline 
by about 10 percent, to about $27 
billion . 

In making the announcement, 
Agriculture Department spokesmen 
emphasized that any forecast at this 
time is "very tentative."  The outlook 
could turn out, in fact, to be very 
much worse. What is clear in pub
lished analyses to date IS that there is 
little or no consideration given to the 
central economic event of the recent 
period-credi t -ra ti on ing m eas ures 
a n n o un ced by Fed eral  Reserve 
Chariman Paul VoIcker. Computer 
studies reported in this magazine on 
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Nov. 6- 1 2  have shown that agricul
ture will be particularly impacted by 
the measure within the context of an 
across-the-boards 1 5  percent loss in 
real output over an eight-quarter, 
continuous downturn through the 
end of 1 98 1 .  

Even without considering the 
Volcker measures' impact, Agricul
ture Department spokesmen have 
stated that farm production expenses 
are expected to rise 1 1  percent over 
1 980, following a 1 6  percent jump in 
1 979 . The rises are concentrated in 
energy and energy-based imputs 
such as fertilizer. The Agriculture 
Department's energy director, Wel
don Barton , stated recently that the 
same amounts of petroleum fuels 
and electricity as farm producers 
purchased in 1 979 will cost $2 .5  bil
lion more in 1980, a prediction based 
on the assumption that petroleum 
prices will rise 25 percent and elec
tricity rates will increase by 8 per
cent. Fertilizer industry analysts pre
dict price increases from 1 0  to 25 
percent. 

Reports over the past several 
week s ,  however ,  show that  the 
Volcker measures are already begin
ning to hit in the farm sector, with a 
p otenti a l ly  devastat ing i m p act .  
Many rural banks are newly reliant 
on money-center funds and pay at 
least the going prime rate-currently 
15 or 1 5 . 5  percent-for funds. They 
are forced to turn around and charge 
at least that much to their borrowers . 
Even where these rural banks are 
held to 12 or 14 percent usury ceil-
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ings,  this means a one-year hike in 
farm producer borrowing costs of 
from 3 to 9 or 10  percent .  In many 
instances, usury ceilings are forcing 
bankers to simply curtail lending 
that cannot be profitable. 

A Kansas banker recently told 
the New York Times that his average 
customer now had to bear a 5 percent 
interest rate increase. For the typical 
producer who needs $200,000 in op
erating loans annually, that means 
an annual $ 1 0,000 boost in operating 
costs for interest charges alone. 

Farmers are already budget-cut
ting on peripheral equipment such as 
gates and water tanks, dealers in 
Iowa report, and can be expected to 
severely curtail capital goods pur
chases in order to reduce their credit 
needs . Some observers, such as the 
I llinois Farm Bureau's chief econo
mist, W.E.  Hamilton, forsee actual . 
production cutbacks as a result of 
Volcker's policies. 

The credit squeeze wil l  have 
other, more specific implicatons for 
the farm sector-namely, it will 
knock the legs out from under the 
livestock sector once again,  prolong
ing the already extended downturn 
in the cattle cycle. The cattle industry 
has yet to recover from the 1 974-75 
fallout. More than three years of 
herd liquidation finally drove prices 
into the range this year where cattle 
ranchers took the decision to expand 
herds one more. Now the credi,t 
squeeze will most likely abort this 
process in  an industry that is highly 
leveraged all down the line. Cattle 
feeders report that their margins 
have disappeared . With interest rates 
up from 10 .5  percent ot 1 7 .5 percent, 
the interest charges carried while fat
tening a cow have jumped from $20 
to $25 per head to $38 per head. This 
scale of increase throws a deadly 
monkey wrench into the delicate 
margins between the cost of feeder 
cattle and the sale price of fattltned 
steers .  In this environment, the only 
moderation in newly soaring meat 
prices will be a complete cessation in 
consumer demand . 

-Susan Cohen 
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Who is Abolhassan Bani-Sadr? 
"Teheran is a monstrous, parasitical city, which absorbs by itself half the national 
consumption, and poses an abusive burden on the state budget. We will depopulate 
it by creating in the provinces industrial and agricultural production units. " 

-Abolhassan Bani-Sadr, Nov. 10 to Le Monde 

With these words, Abolhassan Bani-Sadr, the new for
eign minister and strongman in Iran, made clear what 
the goals of the Khomeini regime are: the imposition 
of g�nocide, mass starvation, and fanatical religious 
martyrdom . In  September, Bani-Sadr, then merely the 
assistant economic minister, had declared that his model 
for Iran was the Pol Pot regime of Kampuchea, which 
depopulated the city of Phnom Penh, murdering almost 
half of its inhabitants. Now that policy is being carried 
out in Iran. 

The accession of Bani-Sadr to the foreign ministry 
is a dangerous sign that a "cold coup" has taken place 
in I ran, even since last week. The more realistic figures 
in the Khomeini entourage who favored a more re
strained appproach to the reorganization of Iranian 
society have now been swept aside. 

The Ayatollah Khomeini has now become the Jim 
Jones cult leader of a nation of 35 million people . In a 
speech delivered Nov. I I , the Ayatollah called upon the 
Iranian population to starve to death rather than accede 
to American demands that 60 American hostages in the 
U.S .  embassy be released . "We know how to fast ," the 
Ayatollah raved. "We will eat the wheat and barley we 
grow in our country. We eat meat once a week . Eating 
meat is not such a good thing anyway. We are a nation 
of 35 million and many of these people are looking 
forward to martyrdom . We will move with the 35  
million . After they have all been martyred, then they 
can do what they want with Iran." 

Rumors that the United States is considering halting 
all wheat and other grains to Iran will contribute to the 
suicide of the Iranian people, who already face food 
shortages brought on by the collapse of the economy 
since February . 

As with the suicide cultist Jim Jones, as with the 

butchers Pol Pot and Ieng Sary in Kampuchea, Bani
Sadr, the man who has come forward to lead Iran in a 
jihad (holy war) against civilization is no mere madman . 
He has been trained for over a period of a decade for 
exactly the role he is carrying out now. Executive 
Intelligence Review presents here an exclusive dossier on 
the man who is now holding the world hostage. 

T
he report in the Nov. 1 2  New York Times that 
Abolhassan Bani-Sadr wrote his doctoral disser
tation at the Sorbo nne University in Paris on the 

subject of "agrarian reform," and parallel reports in 
the Nov. 10- 1 1 French press about his student emigre 
period in Paris, are key clues in piecing together an 
authoritative account of, first, who Iran's new foreign 
minister is, and, second, the significance of his recent 
appointment. 

If these clues are put into the context of Bani-Sadr's 
Nov. 10 statements to Le Monde ("Teheran is a mon
struous, parasitical town . . . .  We will depopulate it by 
creating in the provinces industrial and · agricultural 
units") and his earlier statement to Le Nouvel Obser
vateur that Iran would undergo "Cambodian-ization by 
persuasion not force," then it becomes clear that Iran's 
new foreign minister is an instrument of the same 
"radical" environmentalist-terrorist circles in France 
who were behind the devastation of Kampuchea . 

These circles , who will be identified in detail below, 
are the products of the anthropology, sociology, and 
agronomy departments of the Sorbo nne, the Ecole 
Pratique des Hautes Etudes (EPH E), and the Centre 
Nationale des Recherches Scientifiques (CN RS). The 
individuals involved work closely with the Bertrand 
Russell Peace Foundation and the Tavistock Institute 
in Great Britain and are connected to leading anthro-
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po logy and linguistics departments in universities 
around the world. As a group, they share a commitment 
to the depopulation and deindustrialization of the 
globe, to a "zero-growth" world returned to feudalism; 
often, but not always, they employ "socialistic" rheto
ric, modeled on China's Maoist formulations, to achieve 
their ends. 

Abolhassan Bani-Sadr is their chosen instrument to 
carry out the deindustrialization of Iran . Earlier, the 
French-centered environmentalist ideologues created 
the leadership that brought genocide to Kampuchea . 
Kampuchea's recently deposed president, Khieu Sam
phan, graduated from the Sorbonne in the late 1950s 
after completing his dissertation in "agrarian reform." 
Pol Pot and Ieng Sary, prime minister and foreign 
minister respectively in the regime that carried out the 
systematic murder of three million Cambodians, were 
both trained in Paris, primarily at the Sorbonne. Both 
reportedly were schooled in the same "radical socio
logy" and "radical agronomy" that Abolhassan Bani
Sadr learned ' while in Paris .  

Professor Balandier 
In his  Nov .  1 0 Le Monde interview, Bani-Sadr reveals 
that he prepared his doctoral thesis "under the direction 
of Professor Balandier." This revelation is very signifi
cant. 

According to . .  Who's Who . . . " biographical ac
counts, Georges Balandier did his college-level studies 
at the Ecole Practique, and at the Paris-based Ethnology 
Institute. From 1 95 1  to 1 954 he worked in sociological 
studies at the Centre Nationale. In 1 954, he became 
Director of Studies at the EPHE. By 1 962, he had 
become a Professor of Sociology at the Sorbonne, the 
institution where he trained Bani-Sadr. His specialties 
are "the sociology of Africa" and "political anthropol
ogy." 

This  could be the model biography of the type of 
individual who favors a new feudalist world order. It is 
in the interface between the sociology, anthropology,. 
and linguistics departments of the institutions, with 
which Balandier has been associated, that one would 
find the "brain-trust" for international environmental
ism, terrorism,  and cult-creation whose activities are 
increasingly apparent in Iran . 

Take as one example the Centre Nationale. 
Officially, the Centre is a state-run and state-funded 

institution for training experts in the sciences and liberal 
arts for the general benefit of the French nation. And, 
in fact, the products of the CNRS are, for the most 
part, loyally and honestly committed to the progress of 
France. But, because of certain elaborate funding pro
cedures for the Centre, a few departments have evolved 
into subversive training center ... , aimed against France 
and other. nations.  This characterization is emphatically 
true of the Centre's Department of Sociology and of 

offshoot-tentacles involving individuals working in 
agronomy and various scientific studies . 

Exemplary of the Centre's problems are its ties to 
Khomeini's circle of advisers during the last five years. 
During this period Abolhassan Bani-Sadr developed 
semi-formal ties to the institution.  

In  1 978,  the Centre dispatched a special team of 
"soft" (that is, antinuclear) energy experts to Iran to 
study the country's energy program . As expected, the 
team sharply criticized the use of nuclear energy in Iran 
and recommended instead that the Iranians use "wind" 
as the most viable energy source for the country ! 

Among the participants in this expedition was 
Centre member Michel Foucault; in 1978-79 Foucault 
was a pro-Khomeini columnist for several French and 
Italian journals . Foucault is  France's most famous 
"existential psychologist," with close ties to the London 
Tavistock Institute and to Jean-Paul Sartre. He is best 
known for his theory that "there is no such thing as 
madness ," since "it is societies, not individuals, who are 
mad." This theory has been used as the initiating 
rationale for the creation and programming of many 
drug-and-terrorism groups in Europe, the United States 
and in the Third World.  

In January 1 979, several officials of the Centre were 
named as official advisers to Ayatollah Khomeini and 
his circle at his exile base outside Paris .  The two most 
important of these advisers were Jean Pierre Vigier and 
Rene Dumont. 

Vigier, a physicist involved in various pseudo-sci
entific projects, was instrumental in the May 1 968 
destabilizations against President Charles de Gaulle. 
According to a knowledgable French journalist, Vigier 
was a coordinator of a secretive "Command Center of 
the Revolution" in 1 968 to bring down de Gaulle 
through left "Jacob in" mob upsurges similar to the 
actions in Iran which overthrew the Shah and which 
are now becoming a fact of everyday life in Khomeini's 
Iran. 

Vigier was also a 1 960s secretary to the Bertrand 
Russell Tribunal, a British intelligence hoax whose 
purpose was to channel the growing sentiment against 
the Vietnam war into an anarchistic environmentalist 
direction . 

Even more interesting is the case of Dumont. His 
case is much more directly relevant to the story of 
Abolhassan Bani-Sadr. 

In early 1 979, while an instructor at the Centre, 
Dumont was named by Khomeini to serve as his adviser 
on "agricultural affairs ."  Earlier, in 1 976, while teach
ing both at the Centre and at the National Agronomy 
Research Center of  France, Dumont had traveled to 
Iran to profile the state of agriculture there; on the 
basis of a written report detailing his 1 976 study, 
Dumont was selected for his 1 979 adviser-to-Khomeini 
role. 

In selecting Dumont, the Ayatollah could not have 
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Bani-Sadr: 'we will  
depopulate Teheran' 

We present here excerpts of an interview with Iranian 
Foreign Minister A bolhassan Bani-Sadr printed Nov. 
JO , in the French daily Le Monde. 

France does not seem to have understood that we 
are seeking to free ourselves from the tutelage of the 
United States, and in a general way from the tutelage 
of the hegemonic view of the superpowers . . . .  

The enterprises that were going to provide us 
with nuclear power plants-for which, by the way, 
we had no need-are half American in their financ
ing. The project for a Teheran subway was luxurious, 
too costly and ambitious. We are seeking a simple, 
practical, and cheap means of transportation for a 
city that will shrink.  Teheran is a monstrous, para-

a better exemplar of an advocate of global deindustrial
ization and neofeudalism . Dumont is honorary presi
dent of the Friends of the Earth cult and, in 1 974, ran 
as an "ecology" candidate in the French presidential 
elections . So ultra-Maoist are his ideas that he has, 
during the course of his career, been ejected from both 
Cuba and Algeria on suspicion of being a provocateur 
agent of the CIA. 

Dumont's M aoist policies are of the most direct 
relevance to Bani-Sadr's own thinking . According to 
high-level French sources, Bani-Sadr bases his own 
ideas on those of Dumont. This is evident from the 
content of Bani-Sadr's ideas . 

At the time of Dumont's selection as a Khomeini 
adviser, Bani-Sadr gave an interview to the French 
radical publication Liberation, in which he called for an 
"Islamic !economic system."  As described by the future 
foreign minister, it would center on the creation of 
Maoist-style factory and village councils, import cut
backs, limitation on oil production, and "self-reliance." 
"Self-reliance" is  the code expression for Maoist "Cam
bodia" projects . 

More recently , Bani-Sadr told France's Le Matin 
daily Nov. 10- 1 1 that he is going to attempt to carry 
out a policy of "Koranic anarchism ." This is meant to 
be de-urbanization and deindustrialization, but with 
invented verbal formulas to match Khomeini's funda
mentalist Islamic homilies and injunctions. 

The EPHE-6/ethnology complex 

If we look carefully at Bani-Sadr's repeated efforts to 
combine pseudo-Islamic cultism and "radical" econom
ic doctrine into some kind of coherent "doctrine for the 

sitical city, which absorbs by itself half the national 
consumption and poses an abusive burden on the 
state budget. We will depopulate it by creating in 
the provinces industrial and agricultural production 
units . 

We expect to disengage ourselves from the su
perpowers at the same time. If Europe and Japan 
were to follow our example, to liberate themselves 
from the U.S .-dominated multinationals, to turn 
resolutely toward the Third World, they would be
come the privileged partners of Iran even faster . . . .  

The monetary system and the foreign trade which 
"enslave" Iran to the international capitalist market 
will be fundamentally rearranged. A currency inde
pendent from the dollar, the diversification of ex
changes oriented not toward consumption but on 
development, in particular of small production units 
in the countryside rather than in the towns, will be 
among the first objectives of the new republic. ' "  

masses," we can easily discover another, and perhaps 
more important, level in the chain of command that 
controls him . As we investigate the matter further, we 
discover that Abolhassan Bani-Sadr's mentors are the 
same individuals who have developed the pseudo-sci
ence of "linguistics" and the fraudulent school of 
"cultural relativism" in anthropology. These belief 
structures have been found repeatedly to be the devices 
for creating brainwashing cults, such as the Jim Jones 
People's Temple cult in Guyana and the Khomeini 
fundamentalist cult in Iran.  

Let us review at this  point the biography of Balan
dier, the thesis-adviser to Bani-Sadr. Aside from his 
involvement in the Centre, we find Balandier linked to 
the EPHR institution and to the Ethnology Institute of 
Paris .  Both institutes share an overhapping personnel 
which reads as a Who's Who of the mentors of dein
dustrialization and social brainwashing. 

The EPHE is notorious in this respect, especially its 
"Division Six," or EPHE-6, which houses, among 
others, the Ecole's divisions of anthropology, rural 
studies, sociology, and "social movements and ideolo
gies ." It is EPHE-6 with which Balandier is associated . 

Among the ideological gurus of EPHE-6 are: 
-Charles Bettelheim, the Division's director and a 

strong supporter of Maoist ruralist economic policies; 
-Michel Foucault, the same individual mentioned 

above in connection with the pro-Khomeini circles in 
Paris; 

-Michel Crozier, a leading associate of the Tavis
tock Institute of London in France, whose profiling 
studies on the French bureaucratic structure have been 
used to find the weak "stress-points" for irrationalist 
rebellions by French anarchist groups; 
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-Claude Levi-Strauss, perhaps the most prominent 
anthropologist of this century, who has used the notions 
of "cultural relativism" and "structuralism" to popu
larize the importance of black magic and of a "return 
to nature." 

Of all the EPHE-6 elite, the most important for 
current analytic purposes is Jacques Soustelle, the nom
inal French right-winger who helped lead the early-
1960s OAS organization in attempted coups and assas
sinations against Charles de Gaulle. For any competent 
understanding of the current strategic trends in the 
Middle East and Europe, an overview of Soustelle' s 
activities is essential .  

Were it to be suggested that the right-wing Soustelle 
is one of the critical factors in explaining Bani-Sadr. 
the average empiricist would react with derision .  But 
with an operative like Soustelle, who coordinates strat
egy with the highest levels of Jesuit, Hapsburg, and 
British Tory policy-making circles, the man-in-the street 
notions of "right" and "left" simply do not -apply . 
What is primary from a methodological standpoint is 
the commitment of Soustelle and associates to the 
creation of fundamentalist cults that can, in combina
tion, usher the world into a "new dark age." 

The resolution of this "left-right" contradiction is  
evident in Soustelle's participation in one of the most 
important conferences this year pertaining to the Mid
dle East, a conference held in Jerusalem in July to 
discuss "international terrorism ." 

At the conference, attended by leading members of 
the Jesuit Georgetown University in Washington, Is
raeli and British intelligence establishments, the entire 
current Iran crisis was predicted in detail .  Participants 
outlined a scenario in which an " Iran-PLO axis" would 
precipitate a disastrous destabilization that would lead 
to a strategic disaster for the United States. As a 
consequence of this disaster, both the United States and 
its ally I srael would undergo a decisive shift to the right 
and toward strategic confrontation with the Soviet 
Union. 

Operationally, this prediction became reality in the 
ensuing weeks: Soustelle's "anthropology" networks 
were deployed on the "left" side to precipitate a new 
ratchet of kookery in Iran, while Soustelle's Zionist
fundamentalist friends in I srael made their move in that 
country . 

It is hardly accidental that the past weeks have seen 
the emergence in Israel of the fundamentalist "Renais
sance Party ," led by the architect of Israel's nuclear
bomb capability, Yuval Neeman. Neeman's friendship 
with Soustelle dates back to the late- 1950s period when 
Israel procured atomic bomb-related material from 
France and when Soustelle was the French govern
ment's Ministerial Delegate for Atom'ic Affairs . 

Investigations of Soustel le's role in the events of 
1 979 are being pursued by an EI R research team; at 

this point we can only assert with confidence that the 
results will reveal new and important details, not only 
about Mr. Bani-Sadr, but about the whole way in which 
leading European Jesuit and Hapsburg officials control 
the entire Muslim Brotherhood apparatus. For the 
present we conclude with the relevant biographical 
details about M. Soustelle, the colleague of M. Balan
dier at the EPHE-6 and the Paris Institute of Ethnology, 
to show the nature of the anthropology-sociology-lin
guistics network from which Abolhassan Bani-Sadr was 
spawned. 

Soustelle's most important training period was with 
the so-called Americanist Society in the 1 930s and 
1 940s . This Society was so named because it profiled 
the languages and customs of the original tribes of the 
Americas.  The Society's fixation on ancient languages 
and cultural relativist methodology made it the initiat
ing institute worldwide for the practice of linguistics . 
Among its prize pupils, aside from Soustelle (who 
gained an expertise in ancient Aztec customs and ritu
als), has been Massachusetts Institute of Technology 
professor Noam Chomsky. An expert in computerized 
linguistic simulation of left-wing political ideologies, 
Chomsky figured prominently in the international pro
Khomeini support networks developed in the latter part 
of 1 978 .  

The Americanist Society was the parent institute for 
the Institute of Ethnology, whose most famous mem
bers include Levy-Strauss, Balandier, and Soustelle. 
Soustelle has utilized the Institute's resources to further 
his work on Aztec rituals and to beef up his reputation 
as an expert on "backward" Third World countries . 
This reputation was given a further push when Soustelle 
joined the EPHE-6 after its formation in the immediate 
post-World War Two period. 

As his reputation advanced, Soustelle infiltrated 
himself into French government posts, most impor
tantly the post of administrator of colonial policy in 
Algeria in the mid- 1950s . So brutal was Soustelle's 
policy at that juncture that the Algerian FLN movement 
was nearly forced into existence as a counterforce to his 
intimidation. 

Presaging Soustelle's role around the Jerusalem 
terrorism conference event, his tactics in the mid- 1 950s 
forced into being in Algeria a bitterly "anti-Western" 
movement that would rally around the Maoist cries of 
"self-reliance" and deurbanization.  

This movement found its most vociferous spokes
man in Franz Fanon, a character who brings the story 
ful l-circle . For it was Fanon, himself trained, in the 
Parisian existentialist-anthropologist center, who made 
a disciple out of  Iran's Ali Shariati, a man whose 
writings on the "evil of the machine" and on the 
necessities of " I slamic purity" played the key formative 
role in the thinking of Abolhassan Bani-Sadr. 

-Mark Burdman 
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EUROPE ) 

Europe moves against terrorism 
In Italy, the case is building against Giacomo Mancini 
H onorable Giacomo Mancini, the Socialist Party (PSI) 
deputy from Calabria in the toe of Italy, is  having more 
and more trouble maintaining his respectable image 
recently . Mancini runs the Socialist Party's interlocking 
Mafia and terrorist operations in the Italian south-as 
documented in previous EIR issues. Several develop
ments have combined in the past weeks to undermine 
his honorability .  First, his protege Franco Piperno and 
Piperno's collaborator Lanfranco Pace both lost their 
court battles against extradition to Italy from France. 
Piperno. and Pace will now have to face trial in Italy as 
conspirators against the life of Aldo Moro, the former 
Prime Minister murdered on May 9, 1 978 by the Red 
Brigades . 

The Piperno trial is only one of a series of legal 
actions against members of the so-called autonomous 
left in I taly, or the "Autonomy." Italian antiterrorist 
forces made a major breakthrough last April 7 when 
they arrested a score of Autonomists as accomplices of 
the Red Brigades in the Moro case. With that action, 
they made successful use of an investigative method 
suggested by EIR contributing editor Lyndon La
Rouche: looking for political motives for terrorism that 
might reach beyond the borders of the nation under 
attack . Terrorism must be seen as "surrogate warfare" 
which uses not only bombs and machine pistols, but 
also ideological warfare. The judges investigating the 
Italian Autonomy, using the LaRouche method, came 
to the conclusion that, though seemingly separated by 
"ideological differences" over the use of violence, the 
Red Brigades and the Autonomy were really "two sides 
of the same coin ." 

Which brings up the second event embarrassing 
Hon. Mancini: the publication of a "disguised" account 
of LaRouche's antiterror method. Last week, a pre
sumed "political fiction" work appeared in the press, 
on the subject of "Banks and Terrorism ." This work, 
the eighth chapter of a book to be published shortly, 
purports to be an interview by two j ournalists with a 
"Col .  Harris" or "Mr. Harris ." It appeared in the Nov. 
1 5-30 issue of the Rome biweekly journal Tutto-Roma, 
a publication which is under the political control of that 

wing of the ruling Christian Democratic Party (DC) led 
by former Prime Minister Giulio Andreotti . In reality, 
"Harris" is Mr. LaRouche. (See accompanying ex
cerpts .) 

Mancini' s third problem is the most serious. Anoth
er of his Autonomist proteges, Daniele Pifano, a 33-
year-old Calabrian whom the Italian press calls the 
"best-known Autonomist leader in Rome," was arrested 
Nov. 8 in possession of two brand-new Soviet-made 
mobile missile-launchers , popularly known as bazookas, 
equipped with infrared, heat-sensitive targetting de
vices. 

The Pifano affair 
Pifano has run the "Autonomist collective" at Rome's 
Polyciinic Hospital since 1 973 .  In keeping with the 
Autonomist doctrine that the "vanguard" must attempt 
to "diffuse" violence throughout the working class in 
order to spark the revolution, Pifano has a long police 
record for assaults, threats, property damage, and in
terruption of public service. He also ran an Autonomist 
collective on the Via dei Volsci in Rome, and in the 
state electricity entity ENEL. 

A former medical student, now working at Polyclin
ic as a lab technician, Pifano was originally "radical
ized" in Catholic circles-like the "historical leader" of 
the Red Brigades, now-imprisoned Renate Curcio .  The 
declared objective of the Autonomists is to demonstrate 
that reform of the bourgeois state is impossible. Thus 
their principal target is the trade-union movement. Two 
years ago, the Rome Autonomists physically attacked 
Luciano Lama, the leader of the Communist Party 
(PCI) union confederation the CGIL. 

Lama recalls the event in an article in the PCI daily 
L' Unita Nov. 1 1 : "This gentleman commanded the 
warriors of the Autonomy at the University of Rome 
some years ago, in that glorious action against this 
writer , which first ·sounded the alarm about the links 
between terrorism and political violence (i .e.  "Autono
mist" violence-mcs) . The target, then and always, was 
the union ."  

Reflecting on the self-righteous outrage generated 
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in some circles by any suggestion of a link between the 
Red Brigades and the Autonomy, an editorialist in 
L ' Unita Nov. 10 writes: "Fine, Pifano does not belong 
to the Red Brigades, he is a known head of the 
Autonomy. That, however, did not stop him from being 
equipped with those subtle theoretical theories known 
as surface-to-air missiles . .  " 

As for Giacomo Mancini, who is a personal friend 
of Pifano and defended him in print when the Auton
omist was arrested for assaulting Lama, L' Unita says 
"the political question we pose to the man and the 
forces above all suspicion, who as everyone in Rome 
knows, protected the Rome Autonomist leader, partic
ularly at the point when he headed up the squads that 
assaulted Lama at the university, is  this: how much do 
you think your attitude encouraged Pifano along his 
road of terrorism?" 

Pifano was arrested by an alert policeman in the 
Adriatic port of Ortona, around 3 a .m.  on Thursday 
morning, Nov. 8. He was with two friends, known 
"lieutenants" of  the Autonomist leader, who were driv
ing the Peugeot truck that carried the two bazookas. 

Who is Giacomo Mancini? 
Within the col lection of feudal baronies known as 
the Italian Socialist Party, the most backward is 
the southern suzerainty of Calabria, where Gia
como Mancini, Honorable parliamentary deputy, 
rules the party's  affairs .  In the case of Calabria, 
this inCludes keeping an eye on the most lucrative 
businesses in the area: the kidnapping industry 
and drug-running. 

In Mancini 's  case, however, such traditional 
political business is only half of the story. The 
other half is his pet project, the Autonomist 
collective at the University of Cosenza, where his 
most notable protege was Franco Piperno .  Piper
no was recently extradited from France to face a 
trial in Italy on charges of complicity in the 
kidnap and assassination of Aldo Moro . 

Understandably then , M ancini was disturbed 
by the appointment of Carabinieri Gen. Carlo 
Alberto Dalla Chiesa as special anti terror chief 
after Moro was murdered . He protested that the 
appointment posed a threat to the Constitution, 
to the police, and the magistracy . 

He was even more outraged when attention 
began to focus on his social turf, Cosenza Uni
versity. He described the autonomist networks 
there as "nothing at all, except an area of dissent 
with the policy of national unity ,  which they are 
trying to outlaw." 

Pifano himself accompanied them in a Fiat. The three 
are being charged, among other things, with "intro
ducing armaments of warfare in national territory ." 

The Italian press has speculated that the two weap
ons could be used to shoot down helicopters transport
ing major political figures such as Prime Minister 
Cossiga, or to assault buildings such as seats of gov
ernment or special prisons, or to demolish the armored 
cars in which more national figures, such as PCI leader 
Berlinguer, travel . 

Pifano's two accomplices are telling investigators 
that they found the container with the two bazookas in 
it lying on the road, and that they took it thinking it 
contained "big telescopes ."  Pifano himself denies any 
knowledge of what the truck contained. However, au
thorities are said to be extremely doubtful of their 
stories, especially since turning up in the Autonomist's 
Rome apartment a complete mechanical workshop 
equipped to modify firearms,  with machines capable of 
erasing serial numbers, imprinting new ones, and mod
ifying the threads of gun barrels .  

The Granato aHair 
The Red Brigades-Autonomy connection was con
firmed by the terrorists themselves the day after Pifano 
was arrested. On Nov. 9 Michele Granato, a 24-year
old Rome policeman, was shot in the back on a Rome 
street in front of his I 8-year-old fiancee. The Red 
Brigades claimed responsibility for the murder later 
with a long leaflet calling Granato a "killer for the 
State" who had "for years blocked every initiative of 
the proletariat struggle." The leaflet was signed by the 
"Red Brigades-Roman Column." 

Granato was really the enemy, however, of the 
Rome Autonomy. According to Corriere della Sera, in 
his five years with the Rome police' s Mobile Squad, he 
had "followed the turbulent developments of the Au
tonomist collective of the Via Dei Volsci . . .  the Auton
omi knew him well ."  La Stampa Nov. I I  adds more to 
the story: it was Granato who put the handcuffs on 
Daniele Pifano at the disturbances at the Polyclinic two 
years ago .  

The Red Brigades leaflet ends with a call to  arms to 
the entire "movement," claiming the necessity of armed 
struggle: "outside of this combative offensive, to speak 
of proletarian needs becomes pure idealism ." 

Thus Giacomo Mancini 's  defense of the civil rights 
of his Autonomist friends, his slanders of the prosecut
ing judges as fascists, and his indignant rejection oJ any 
suggestion that his boys are really vicious killers, are 
exposed as completely fraudulent. The Red Brigades' 
Rome organization,  which was splintered after the 
Moro assassination and the April 7 arrests , has been 
reconstructed on the basis of open recruitment from the 
Autonomy. 
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New book uses 
LaRouche to hit 
terrorist backers 
Published here in its entirety is a translation of the 
chapter of the book by Michele D 'A rcangelo printed in 
the magazine Tuttoroma, Nov. 15-30. The "Col. Harris" 
interviewed is actually Democratic presidential candidate 
Lyndon LaRouche. The magazine's introduction to the 
book 's Chapter 8 reprint announces that in subsequent 
weeks other chapters of the soon-to-be released book will 
also be reprinted. 

"Your j ails," continued the Colonel ,  running his 
fingers through his discolored hair, "are filled with 
sympathizers and members of the various armed bands 
that grow like fungus in autumn . . . . I don't know," he 
continued after a studied pause, "if you have ever asked 
yourselves how many of these revolutionaries are in 
good faith and how many are IPS (Institute for Policy 
Studies-ed.) infiltrators, or infiltrators from other or
ganizations . " 

"In the course of our investigation," Alberto re
sponded, "we have often come across this organization 
and asked ourselves what it was in reality." 

"The result?" 
"Absolutely zero. Nobody knows, and those who 

know never talk . The only note in our file is that the 
Institute for Policy Studies is backed by Rockefeller . 
Can you be more precise about this?" 

"I can tell you that the top men in this organization 
are Richard Barnet and Marcus Raskin .  A very inter
esting reference to this will appear tomorrow in Giorni 
Vie Nuove, the magazine linked to the red (Italian 
Communist Party-controlled-ed.) cooperatives . Lajolo 
(the magazine' s editor-ed.)  lacks proof." 

"Do you have this proof?" asked Claudio, inter
rupting for a moment his job as stenographer. 

"As much as you want. Take down for the moment 
that the I PS represents the major and most dangerous 
international terrorist network, and that in I taly it has 
organized a mass base for terrorism by making use of 
the grouplets of the so-called new left of the 1 968 
period, which the I PS had already absorbed as an 
instrument of subversion against the prodevelopment 
factions . According to information in my possession, 
of which I will  give you photocopies before you leave, 
Francesco Alberoni too is part of the plot, the sociol
ogist who started the Red Brigades ."  

Mauri and Donati look at  each other with an a ir  of 
incredulity and bewilderment, thinking at the same time 
that such a line of investigation would lead far, very far 
indeed. 

"Let us proceed in orderly fashion," the Colonel 
was saying. "When Barnet came to Italy to coordinate 
the monetarist offensive with Riccardo Lombardi (na
tional leader of the I talian Socialist Party (PSI)-ed.),  
the old protector of the grouplets and the saboteur of 
the partisan networks, someone tried to poison the 
Hon. Mancini . 

"We didn't know that," exclaimed Claudio .  
"Why exactly Mancini?" asked Alberto curiously. 
"Mancini had learned about the intrigue, and im-

mediately spoke to De Martino (then general secretary 
of the PSI-ed.) ,  convinced that he could get De 
Martino on his side. What the two bigwigs of the 
Socialist Party said to each other we don't know pre
cisely .  But it seems that the secretary strongly urged 
Mancini not to interfere in the affair, for the good of 
socialism . Mancini instead . . .  decided to move on his 
own and finally fate-let's call it that-put into his 
hands a very secret document on the nomination of the 
future president of the republic and everything hidden 
underneath that. 

"Now the Calabrian Parliamentarian (Mancini
ed.) ,  certain of being in the possession of the key to the 
enigma and feeling himself secure in the party due to 
his own factional strength, went back to De Martino 
and  threatened to make everything pUblic . A few days 
later occurred his 'accidental' poisoning, followed by 
the condemnation of Panzieri, his daughter 's  husband, 
who was accused by the court of  responsibility for the 
murder of the young student Mantakas." 

. 

"And you want us to believe that Mancini is so 
malleable that he took all these affronts in silence?" 

"What Mancini did to revenge himself is something 
you will discover soon . . .  " (The reference is to the 
subsequent kidnapping of De Martino's son, which 
Italian police traced back to sources within De Marti
no's  own Socialist Party-ed.)  

While the mysterious personage (Colonel Harris
ed.)  described the events, the terror plot became increas
ingly clear in the minds of the journalists , and every 
piece of the puzzle began to fall into place. 

"What occurred over the next few months is not all 
(that will happen) . . .  The destruction of the SID 
(military intelIigence-ed. )  wi l l  follow that of  the cara
binieri (military police-ed. )  and, why not, that of 
General Mino himself (General Mino of  the carabinieri 
national leadership-ed. ) .  

"You will see that time will prove my predictions 
correct . Yours is the country of misfortunes . . .  Mattei's 
death (founder of the Italian national oil company, 
ENI-ed.) was a misfortune . . .  Rocca (SID colonel-
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ed.) dead by suicide ... Many witnessesin:tlie .Y�lpreda 
case or, to be more precise, the Piazza F<totana case 
( 1 969 massacre carried out by fascists�d.) died acci
dentally in their cars or by falling out Of wlnd�s-not 
to mention the taxi driver Rolandi ,whO' 'died at a 
convenient time from viral hepatitis, a ma1ady easily 
caused by an injection." , " 

Mr. Harris spoke calmly, without moving a muscle, 
as if he were immersed in a psychologicat :state of 
absolute insensitivity to external stimuli;> He'li)oked like 
a medium during a seance, intent on tak�rig into: himself 
manifestations of paranormal phenomenaY H�' recited 
things which were not his own, almost lls:.: �f ,  he were 
indeed a medium. His lips barely :inb�" ' and the 
melodious sound of his voice emerged confrolled like 
the cadences of a flute. . .. He seemed a q�iet, inoffen
sive, detached person . ... Scrupulous, serious, efficient, 
meticulous, honest in his own way. ; 

"If you have the courage to publish these accusa
tions against the IPS, it will react by bringing to bear 
the reaction of its entire mammoth international appa
ratus. -I know that to prevent any such imminent expose 
on your part, certain groups are ready to take action to 
keep you quiet. I have told you this once .. : ' 

"If our police has in hand the elements needed to 
act, what are they waiting for?" asked Donati, increas
ingly worried and perplexed over the course that the 
information from Harris was taking. ; 

"It's not as simple a matter as just beli'eving, my 
friend. We all of us face a double problem. On the one 
hand the pro development forces are contained by a 
whole environment protective of monetarisrn that op
erates both at the level of the press and at the political 
level, with agents who control increasingly large por
tions of the social structure. On the other hand, the 
prodevelopment forces themselves are afflicted wih a 
real subjective deficiency. They have not fully under
stood the necessary method for isolating the enemy 
factions in such a way as to be able to strike at them 
effectively. You have noticed, in fact, thaf most often 
those who are arrested are the individu'al' terrorists, 
while the subversive networks are not &Stroyed. It 
happens that when the antiterrorist poHce ,1iJ;ld a terror
ist safehouse the conspirators have alri:adY' a.handoned 
it, having been previously alerted by the tesili1!11t agents 
of the IPS. It is clear, therefore, that it wil1� pr'actically 
impossible to stop terrorism until we havb� effectively 
paralyzed the Atlanticist centers of terr:ori,srtf whose job 
it is to supply, at various levels, aid (to- tc,i,rorists) in 
your country through the mediation :ot�any ' govern
ment personnel." ' : ' "" , ' : .  ' 

"But will our expose suffice to budge lhis ' mecha
nism?" asked a concerned Mauri , " ,  

" Not by itself. It is necessary for the fcirces of order 
and the working class to arm themselv�s : :with the 

. " 

scientific method to be able to identify and eliminate 
those responsible for terrorism. And explaining this 
method must be the aim of your magazine. ( The refer
ence here. discussed elsewhere in the book. is to Colonel 
Harris 's suggestion that his interviewers found a new 
mass circulation magazine that will both publish the truth 
about the top levels OJ terrorist controllers. and explain 
the method by which the magazine arrived at its evidence 
and judgment-ed. ) On the basis of what you will write, 
public opinion will be able to re-examine and reinterpret 
the facts, foreseeing why and when terrorism is activat
ed. A recurring weakness of your magistracy is that 
they never get beyond the phenomena of terrorism, and 
put aside the fundamental problem of identifying the 
international sources of terrorism. 

"You instead should take the global perspective as 
your point of departure, the international apparatus of 
Atlanticist subversion, explaining to your readers the 
reasons for the recurrence of the terrorist weapon. You 
must document why ever since the war, Wall Street has 
imposed its own hegemony on the international finan
cial structure, linking to itself the entire Western eco
nomic structure which is now entirely dependent on the 
vicious circle of Wall Street and International Monetary 
Fund credit, and credit from all the other organizations 
dominated by Wall Street. Through this financial power 
some men have imposed a bestial exploitation of the 
Third World. Credit is used to repay debts, not to make 
productive investments. Now, however, the cycle of 
repayment of debt, austerity, repayment, more austerity, 
is close to ending. 

"The type of vassalage the Wall Street banks must 
impose to keep this structure afloat is such as to require 
the destruction of industry as an autonomous force for 
development. We are on a short fuse and the fight 
between the monetarist and pro development factions 
must be resolved over the next few months, as indicated 
by the sudden increase of terrorism." 

"What connects such diverse forces and factinal 
groupings?" Alberto wanted to know. 

"The monetarist pressures of the Rockefellers, of 
Brzezinski, which in every part of the world are engaged 
in a final battle." 

"And are we at that point now?" 
"Yes. And that is why for our allies, among the 

forces which consciously work for progress, no hesita
tion is possible. Our enemies are insanely determined to 
strike against each and every one of us. Some time 
before 5 :00 this morning I was informed by absblutely 
reliable sources that my name is on a list of persons 
scheduled for assassination by the Baader Meinhoff 
gang as part of a new wave of assassinations. The same 
source communicated to me that the same list contains 
the name of the president of the German industrialists' 
association ( Hans Martin Schleyer, who was indeed 
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subsequently murdered by the Baader Meinhoff-ed.)" 
"Are the West German authorities aware of these 

threats?" asked Claudio, and it was Alberto who an
swered. "That's not the problem. The problem is to 
know how the groups of  the left can be operatively 
controlled, together with the right-wing groups, even 
though not all their members know that they are 
manipulated instruments and that they are infiltrated." 

"The intelligence unit," let us call it that, explained 
Harris, referring in particular to the anarcho-Maoist 
movement, "has introduced into these layers a network 
of agents who are highly trained . . .  to control terrorist 
activity in various ways. The operations are also led by 
maintaining a technical-operative capability through a 
separate line of command such that the programs, 
plans, means of  escape, are made known to the terrorists 
only in case of need and always only partially .  

"Anarchist doctrine functions as  a sort of synthetic 
religious doctrine or, as the experts define it, a belief 
structure . This belief structure gives the autonomi (mass 
above-ground support structure of Italian terrorist 
gangs-ed.) a species of brainwashed political motiva
tion to the extent of making them accept the notions 
which they have been chosen to carry out. Let me give 
you an example. When the individual in charge of the 
'intelligence unit' gives the orders to assassinate Buback 
(West German attorney general , murdered by terror
ists-ed.) or Ponto (head of the Dresdner Bank and 
leader of the West German prodevelopment networks, 
also assassinated-ed.) ,  the individual who is to carry 
out the order is  not told that he is murdering Buback 
because Buback is seen by Wall Street as a dangerous 
rival .  He is rather told that Buback is a capitalist 
oppressor. If  the terrorist were to know too much about 
the operation for which he is being used, he would 
become an ineffective instrument ripe for being exposed 
to the police ." 

Backers of W. German 
terrorism exposed 
Revelations have emerged that Israeli secret intelligence 
agents drugged and brainwashed Palestinian prisoners 
in Bavaria to carry out terrorist assassinations against 
leaders of the Palestine Liberation Organization (PLO) . 

The operation reaches high into the state apparatus 
of Bavaria, whose officials cooperated with the Israeli 
terrorist-controllers , according to spokesmen from fed
eral law enforcement agencies in Bonn. Investigation of 
these links in the terrorist chain of command threatens 
to expose and demolish one of the chief weapons which 

has been used against West European governments by 
British and Israeli intelligence services, in particular. 

Federal Interior Minister Gerhard Baum issued a 
warning to Israel not to try to sabotage Bonn's  antiter
rorist agreements with Arab states and the PLO. In a 
statement quoted by the weekly Der Spiegel Nov. 1 2 ,  
Baum said that "somebody wants to  disrupt our con
tacts with the PLO. I am for a battle against interna
tional terrorism, and nobody should interfere with our 
efforts ." 

The chairman of the West German parliamentary 
Interior Security Committee, Axel Wernitz , demanded 
a thorough investigation of all Israeli secret service 
activities in the Federal Republic of Germany. 

Last April ,  four "Palestinian" terrorists were arrest
ed trying to enter West Germany and brought to the 
Straubing prison in Munich, Bavaria. During the course 
of the interrogation of the prisoners, federal law en
forcement authorities became suspicious when one of 
the four immediately tried to implicate the PLO. He 
declared himself to be a PLO officer-despite the fact 
that the PLO has no military ranks. The weekly Der 
Spiegel reported that some law enforcement officials 
believed the terrorists were "made in Jerusalem ."  

During subsequent interrogations by the Bavarian 
police, Israeli "translators" were permitted to question 
the prisoners, which included one Mohammed Yussef, 
a former bodyguard to PLO security chief Abu Iyad. 
According to PLO statements and reports circulated in 
last week's  Der Spiegel, Yussef was drugged and brain
washed to carry out an assassination against Abu Iyad. 
He was released from prison in July of this year, and 
returned to Lebanon, where he confessed his mission to 
Abu Iyad. A week later, he reportedly committed 
suicide with a machine gun. The PLO lodged a protest 
with the West German embassy in Beirut, and eventu
ally the story broke in the press .  

These developments are the latest in a continuing 
effort by Israeli and British intelligence to prevent Bonn 
from establishing links with the Arabs and with the 
PLO outside the framework of the Camp David Mideast 
accord. More broadly, Israeli-controlled terrorists such 
as the Baader Meinhof gang have been used repeatedly 
to destabilize the government of West German Chan
cellor Helmut Schmidt. Documented Israeli-linked ter
rorists include Baader Meinhof member Hans Joachim 
Klein who defected to Israel last year and is currently 
living on a kibbutz. Another top Baader Meinhof 
terrorist, Winfried Boese, hijacked a jet to Entebbe 
airport in Uganda in 1 976 and the Israeli government 
claims that he was killed in an Israeli commando raid 
on the plane. The West German government, however, 
still lists Boese among the "most wanted" terrorists, 
and some officials believe that he survived and was 
taken to Israel. 
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The Israeli terrorist operations were dealt a major 
blow when West German Interior Minister Baum trav
eled to Libya at the end of 1 978 and signed an agree
ment with Libyan leader Qaddafi to jointly combat 
terrorism.  High-powered British-Israeli plans went into 
effect to try to sabotage the Baum-Qaddafi agreement 
(in which the PLO was a silent partner) . On Jan. 22 
Abu Hassan Salameh, the son of PLO leader Yasser 
Arafat, was assassinated, with the key role in the plot 
reportedly played by Erika Maria Chambers, a British 
national operating under a "German" cover . This Is
raeli effort to disrupt West German-Arab cooperation 
backfired when an investigation team from the Bundes
kriminalamt (BKA-the federal criminal investigation 
bureau) went to Beirut in March and met with PLO 

security officials .  The BKA team reached the assess
ment, according to inside sources, that the assassination 
was part of a British-Israeli plot to disrupt West Ger
man-Arab relations.  

The Israelis retaliated by sending an agent into West 
Berlin to organize a cell of Palestinians to "revenge the 
Salameh murder ."  Plans were laid to assassinate a 
leading Zionist spokesman in the city and to blow up 
gasoline storage depots. The Israeli ringleader was 
arrested and detained briefly in a prison in the British 
occupation zone, where he was not subject to West 
German criminal court jurisdiction , and then allowed 
to return to Israel. 

-Susan Welsh 
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' I  nternational terrorism' 
hits the United States 

About a week ago ,  immediately following the bloody 
shoot-out in Greensboro, North Carolina, an Iranian 
student from Riverside City, California was found dead 
from a bullet in the back of the neck . According to 
press accounts of the incident, the Ku Klux Klan 
claimed credit for the execution. Within days of the 
California incident, another Iranian student took a rifle 
out and gunned down a 1 6-year-old Denver youth who 
had been participating in an anti-Iranian demonstration 
earlier in the day. Riots and demonstrations, for and 
against Iran , and assorted violent clashes throughout 
the nation continued throughout the week . Even the 
Greensboro events have not been fully played out, as 
the crazy Communist Workers Party held an armed 
funeral march last Saturday for their fallen "comrades ." 
Fortunately, the State and local police managed to 
arrest 35  members of the group, thus avoiding a replay 
of the earlier gun battle between the KKK and CWP. 

Most average Americans would see these incidents 
as isolated detestible events which every normal Amer
ican wishes to avoid .  However, the recent events only 
foreshadow what is in store. What average Americans, 
as well as intelligence officials and law enforcement 
agencies are actually seeing are the initial phases of a 
fullscale terrorist activation within the borders of the 
United States . 

This is no mere accident. As of July of this year, a 
major "Conference on Terrorism" took place at the 
Jonathon Institute in Jerusalem, Israel , which laid out 
in detail the terrorist scenario now rapidly unfolding in 
America. This conference represented the planning 
phase for what is now being implemented, as a con
scious policy to destabilize U .S .  pol itical and economic 
life .  

The political faction responsible for these develop
ments may be generically identified as the "Kook" 
grouping composed of leading British oligarchic forces 
and their Jesuit and Zionist allies. Between Georgetown 
(Jesuit) University in the U.S . ;  Britain's top terrorist 
controllers in the Institute for the Study of Conflict, an 

offshoot of British Secret Intelligence Service's Tavis
tock Institute; and leading Israeli intelligence officials 
and U .S .-based Zionist Lobby spokesmen, a Mideast 
run terrorist deployment into the V .S .  has been carefully 
planned . Some of the key figures were Brian Crozier, 
Robert Moss, Lord Chalfont from Britain; Ray Cline 
from Georgetown, Senator Henry Jackson and others . 
It was intended that the terrorist wave be coordinated 
with a projected invasion of the Persian Gulf by U.S .  
Special Forces . Al l  that was needed was  a major Mid
east crisis. Iran became the perfect pretext. 

This kook faction's deployment of Muslim Broth
erhood-sponsored terrorism is part of the broad scheme 
now unfolding around Iran which has as its intended 
result the ruination of V.S .  power economically and 
politically. For the kooks, that is key to their interna
tional objective, a "New Dark Age ."  

A new 'Tar Baby Option' 
A few years ago, the V .S. State Department and the 
neo-Fabian Institute for Policy Studies created a plan 
for race riots and terrorism in the V .S .  as a result of 
racial upheavals that were going on in Southern Africa. 
The plan, dubbed the "Tar Baby Option" authored by 
Anthony Lake, a former protege of Henry Kissinger, 
attempted to "playback" the effects of the 1 975 events 
in South Africa into the V .S .  as a means for establishing 
a racial identification of U .S .  black citizens with South 
African blacks . Domestic racial turmoil would have 
been provoked in connection with a (Persian Gulf-style) 
invasion of the region to protect "vital oil routes ."  This 
could not be carried out because, according to former 
Lt . Gen . William Yarborough, one of the top counter
insurgency specialists in the U .S . ,  the U .S . ' s  geopolitical 
interests were not really at stake . The "oil routes" 
pretext wouldn' t  wash. 

H owever, the I ran cri sis provides the uni que situa
tion  which allows the "playback effect" to work in the 
U .S .  What the I ranian crisis allows the Muslim Broth
erhood and its control lers from British I ntell igence to 
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do is to activate the Iranian Student Association orga
nizations and related politically corrupt elements of the 
Palestine Liberation Organizaton. 

Nearly 50,000 Iranian students attend u .S .  univers
ities giving a wide political and social base to draw 
from. Since 1 976 and the failure of the "Tar Baby 
Option," the Anglo-Jesuit kooks have sought to engage 
Muslim Brotherhood forces for an identical project . 

To fully appreciate the manner in which this unfold
ing scenario is presently being carried out, there must 
be an identification of two key individuals in policy
making positions within the Carter administration, who 
are directly accountable for this policy course. National 
Security Advisor Zbigniew Brzezinski is the indispen
sable figure in the entire scheme. Without Brzezinski's 
endorsement of the Khomeini regime's overthrow of 
the Shah and his subsequent support for Khomeini's 
policy, none of the present crisis could have occurred . 
The other key figure is U .S .  Attorney General Benjamin 
Civiletti whose un mitigating support for terrorism is 
evidenced by his release of the four Puerto Rican 
terrorists who shot up Congress in 1 954 and his removal 
of the Weatherunderground from the FBI investigations 
list .  His recent pronouncements on cracking down on 
the Iranian students amounts to nothing short of a 
hoax . In fact, Civiletti' s  moves at this point will only 
further the terrorist deployment. 

Unless there is a concerted political effort to name 
the names publicly, to clearly identify the forces re
sponsible for the present crisis, namely Brzezinski and 
his brethren in the Muslim Brotherhood, then the 
chances for reversing the situation will slip out of our 
reach . 

-Paul Goldstein 

Greensboro: iob by the 
Anti-Defamation League 
On Nov. 3 five leaders of the Communist Workers 
Party (CWP) were killed and ten others were wounded 
by members of the right-wing, terrorist White Alliance 
in a shoot-out which erupted at a "Death to the Klan" 
rally that the CWP organized in Greensboro, N.C .  An 
EIR investigation over this past week has uncovered 
the fact that both the left-wing "victims" in the CWP 
and their Klan and Nazi "assailants" were merely 
acting out in "living theater" fashion a scenario for an 
outbreak of domestic terrorism that was drafted at the 
Jerusalem Conference on Terrorism last July and di
rected through such terrorist-coordinating agencies as 
the Anti-Defamation League of B'nai B'rith and the 
Institute for Policy Studies . 

While investigators have so far failed to locate the 
"smoking gun" that could be used to bring leaders of 
the ADL and IPS before a court of justice as accessories 
to murder, a trail of evidence, leading directly to these 
agencies' doors , has been developed by looking into the 
background of individuals known to be associated with 
persons on both sides of the shoot-out. 

The White Alliance, to which the 1 5  Klansmen and 
Nazis arrested for alleged complicity in the Greensboro 
murder all belong, is  a Southern-based, right-wing 
umbrella group that is  closely linked to other Klan
Nazi groups known to be controlled by paid agents of 
the Anti-Defamation League of B'nai B'rith . Among 
these affiliated groups is the Pennsylvania Klavern of 
the Confederation of Independent Orders of the invis
ible Empire, whose Grand Dragon, Ray Doerfler, was 
in regular contact with those White Alliance members 
arrested for the Greensboro murders . 

Doerfler is currently raising a legal defense fund for 
the arrested Klansmen . But, in an interview last week 
with an EIR investigator, Doerfler made statements 
which indicate that his involvement goes far deeper: 
"We support our boys . . .  Look, we taught them how 
to kill Communists . . .  It ("racial" violence) has begun.  
We can't  restrain people . . .  If  it was up here, there 
would be a lot more of them dead. Our boys are better 
shots ." 

James Rosenberg 
Incredibly, the man whom Doerfler has publicly named 
as "the brains" behind his Klan outfit, James Rosen
berg (a .k .a .  "Jimmy Mitchell"),  is a self-admitted, paid 
agent of the Anti-Defamation League of B'nai B'rith 
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and a non-commissioned officer in Israeli military in
telligence. Rosenberg, who currently resides in Doer
fler' s Moore.dille, Pa. home, returned to the U .S .  
recently frod a tour of duty in I srael where he worked 
as a briefing and debriefing officer in a Holocaust 
Center set up by Rabbi Mei Kahane, the founder of the 
Jewish Defense League. As EIR documented in a two
part series ("Zionists Tied to 'Nazi' Organizing") last 
June; Kahane was himself groomed by Air Force In
telligence's  Joseph Churba and Maj .  Gen . George Kee
gan, who are both part of the Jesuit-Georgetown net
works that heavily represented the U.S .  at the Jerusalem 
Conference on Terrorism where plans for a controlled, 
terrorist destabilization of the U.S .  were drafted. 

As the Rosenberg-Doerfler case highlights, there 
are two sorts of individuals who are members of the 
right- and left-wing gangs that are used in staged 
confrontations like that at Greensboro . In most cases 
these gang members are mere dupes who joined such 
political cults either through a depraved sense of self or 
through "Clockwork Orange" behavior modification 
programs . Nested among these maleable dupes are a 
handful of conscious agents from groups like the ADL, 
IPS, or, even, as the case of Rosenberg documents, 
from foreign intelligence agencies . Playing on the pro
filed belief structure of whatever group they are at
tached to , it i s  relatively easy for them to deploy large 
numbers of dupes in line with intelligence-operation 
"scenarios . " 

Rosenberg's modus operandi in orchestrating earlier 
"racial" clashes precisely parallels events in Greens
boro . In March , 1 978 ,  Rosenberg was implicated in a 
plot to provoke Doerfler's Klan unit into bombing the 
Trenton , N .J .  headquarters of the NAACP. Again, in 
July, 1 978,  Rosenberg was named by right-wing sources 
as the key figure behind a planned clash between Klan 
and "anti-Klan" forces in Jamesburg, N.J .  Rosenberg 
not only organized Doerfler's Pa. Klavern to take part 
in this "one man riot," but he operated as a provocateur 
within the ranks of the Jewish Defense League, the 
Progressive Labor Party (PLP), and the International 
Committee Against Racism, a �LP front that he mo
bilized to confront the right-wingers .  Violence on a 
level with that in Greensboro was only narrowly averted 
when the Klansmen were detained by law enforcement 
personnel as they attempted to enter the town . 

William Sickles 
Another individual with a lengthy record as an agent 
provocateur and close links to the White Alliance 
members arrested in Greensboro and to Doerfler is 
William Sickles, Imperial Wizard of the Adamic 
Knights of the Ku Klux Klan , and also leader of several 
other right-wing terrorist groups. At the center of  
Sickle's Klan group is a so-called "Korp of Konvict 

Ki l lers" composed of tra ined as sas s ins  recruited 
through an extensive prison network associated with 
the Aryan Brotherhood. 

Sickle's case history dramatically illustrates the in
terchangeability of Klan and "anti-Klan" forces whom 
the ADL �nd IPS deploy as cannon fodder against one 
another. li1 197S EIR exposed Sickles as a central figure 
in a gun- and drug-running operation in the Reading
PottstowQ, area of Pennsylvania that U .S .  intelligence 
sources held responsible for providing explosives to 
both the Puerto Rican FALN and the KKK members 
who carried out the Pontiac, Mich. bus bombings. 
Working closely with Sickles to oversee this operation 
was a Dr. Stephen Levin, a former colleague of two of 
the Communist Workers Party leaders (Jim Waller and 
Dr.  Michael Nathans) murdered at Greensboro. All 
three were former members of a radical doctors collec
tive which ran the Detoxification Center at Lincoln 
Hospital in New York. Lincoln Detox was exposed in 
1 974 as the place where the cop-killing Black Liberation 
Army was created. 

Jim Wall4b 
CWP Central Committee member Jim Waller (also 
known as "Blackbeard") has himself been identified by 
law enforcement sources in Greensboro as playing a 
major !igerit provocateur role in events leading up to 
the shootout. As the head of a medical team during the 
FBI confron�ation with the American Indian Movement 
at Wounded Knee, South Dakota and, later, as< the 
ringleader 'of several wildcat strikes in Southern textile 
mills, Waller was an expert in the use of confrontation 
tactics. 

In  the. days preceeding the "Death to the Klan" 
rally, Waller had CWP members brought in from New 
York to distribute leaflets denouncing the Klan as 
"swine'," "scum," etc. and daring them to appear at the 
rally. U.S .  intelligence sources report that both NBC 
and the Justice Department are in possession of film 
which shows . the CWPers in a virtual rampage I S  
minutes: before the shootings, dragging citizens out of 
cars, and committing similar provocative acts . And, 
these film · records reportedly show that it was CWP 
members who fired the first shots ! 

The full story on the Greensboro murders is not yet 
in-in large measure because of the security blanket 
that was immediately thrown over the event by Benja
min Civiletti's Justice Department . Nonetheless, the 
evidence available from the known record of many 
associl!ted with both sides of the Greensboro shootout 
indicate that it did not result from a spontaneous 
eruption of "racial" violence, but from the deliberate 
provocations of agents of the Anti-Defamation League 
of B'nai B'rith and similar agencies . . . 

-Scott Thompson 

November 20-26, 1 979 EXECUTIVE I NTELL IGENCE REVIEW Counteri ntel l igence 43 



A terrorist accomplice 
named Civiletti 
In the last three weeks, there have been seven deaths 
due to terrorist activity in the United States.  Five 
murders occurred in greensboro, N .C . ;  two other deaths 
involved incidents related to the present Iranian crisis .  
With Attorney General Benjamin Civiletti at the helm, 
the U.S .  Justice Department has acted as an accomplice 
to these deaths, and to what they presage: a major 
outbreak of terrorism in the United States. 

In just three months, Civiletti has made the follow
ing decisions: 

* Four convicted terrorists who attempted to mur
der the President and members of Congress in the 1 950s 
were freed; 

* All outstanding federal warrants against members 
of the Weatherunderground terrorist organization were 
dropped; 

* A Federal suit was initiated against the mayor 
and police department of Philadelphia on behalf of a 
terrorist cult, MOVE, that murdered one policeman; 

* Civiletti declared himself "open" to the idea of 
legalizing the mind-damaging drug, marijuana; drug 
traffic income is a documented principal source of funds 
for financing terrorism . 

* A new charter for the FBI has been proposed-a 
charter that would codify the "Levi Guidelines" which 
cripple the preemptive capabilities of law enforcement 
and intelligence agencies . 

"I ranian students" 
Civiletti's legal endorsement of terrorist networks in 
this fashion is a key background consideration in the 
judgment that a significant activation of terrorism is 
now underway in the United States, with the ongoing 
Iran crisis an important triggering element.  Immediate
ly following the storming of the American embassy in 
Iran, networks within the large Iranian student com
munity in the U .S . ,  controlled by the Muslim Brother
hood, began calling their pro-Khomeini fanatics into 
the streets for large-scale demonstrations and riots .  

Exemplary is the fact that the identities and modus 
operandi of these networks were fully known to the 
Department of Justice, but no preemptive action was 
taken . Beginning last January, then-Attorney General 
Griffin Bell ordered a full-scale investigation into the 
immigration status of I ranians living in the United 
States under student visas, while not in fact attending 
schools .  Despite pressure from the State Department to 

"relax immigration codes" relating to Iranians, Bell 
declared he would deport I ranian students with expired \ 

visas, in the wake of violent riots in southern California 
damaging property of relatives and supporters of the 
Shah. 

In more recent months, these same networks have 
been deployed directly out of Iranian consulates in San 
Francisco and New York to stage similar demonstra
tions against American citizens and Iranian groups 
critical of Ayatollah Khomeini .  A conference of the 
Fusion Energy Foundation was the target of one such 
demonstration in mid-October . 

At present, blackmail and threats are being used by 
the Muslim Brotherhood, who tell Iranian students that 
unless they "demonstrate" their allegiance to Ayatollah 
Khomeini through anti-Shah and anti-U .S .  activities in 
the United States, they will be considered "traitors" to 
Iran and face "revolutionary justice."  

And yet, law enforcement sources in  Los Angeles 
and New York have informed EIR that, until this week, 
the Justice Department emphatically refused to deport 
any Iranians . Admittedly, with the seizure of the U.S .  
embassy in  Teheran, Civiletti has finally delivered a 
"get tough" threat to deport. The timing of this threat, 
under present conditions, causes it to function mainly 
as a provocation, to turn the Iranian Student Association 
and closely allied Maoist groups toward even more 
violent, outright terrorist activity . 

Several days ago, the head of the Iranian Student 
Association in New York announced that its members 
are going "underground" in face of the Justice De
partment "get tough" policy . Already, a plot by Iranian 
students to kidnap the Governor of Minnesota 'has been 
uncovered . Civiletti 's  policy has thus been, in effect, to 
make I ranian students into a major new component of 
already "underground" terrorist networks in the U. S .  

U.S.  terrorist underground 
By no coincidence, the "underground" the Iranian 
students are now entering is an apparatus that Justice 
Department officials themselves have some scandalous 
links to . Two j ailb,reaks which occured in the U.S .  
during October indicate that this terrorist and terrorist
support apparatus has been reinvigorated . In Seattle 
one Artie Baker, a California-based terrorist who has 
links to the Symbionese Liberation Army and the 
George Jackson Brigade (both connected to the Weath
er Underground), escaped from prison .  Then, two 
weeks ago, Black Liberation Army cop-killer . Joanne 
Chesimard escaped from a New Jersey prison. 

Ramsey Clark's connection 
Si nce its founding in the mid- 1 960s as part of the World 
Confederation of Iranian Students-National Union, 
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headquarted in West Germany, the Iranian Student 
Associaton (ISA) and related splitoffs like the Organi
zation of Iranian People' s Self-Sacrificing Guerrillas, 
and the Organization of Majahadeen (Combatants) of 
the People of Iran, have been an integrated part of a 
U.S .  and European based network of terrorist protec
tors . . 

T�e leading figures in this protection racket are 
former Attorney General Ramsey Clark; MIT Professor 
Noam Chomsky; the late Herbert Marcuse (creator of 
Communist Party-USA riot organizer, Angela Davis); 
and Fourth International head, Ernst Mandel . On the 
gutter level of the operation, the ISA has been strongly 
interlinked to the overtly terrorist organizations in the 
United States, the Revolutionary Communist Party 
(formerly Revolutionary Union), and the Communist 
Party-ML (formerly October League). 

Through an above-ground support organization,  
the Committee for Artistic and Intellectual Freedom in 
Iran (CAlF),  headed by Ramsey Clark, the ISA and 
related Muslim Brotherhood controlled outfits worked 
directly with the Campaign to Stop Government Spying 
and the American Friends Service Committee (AFSC). 
These two institutions in turn are financial conduits for 
terrorists, who also operate a string of "safehouses" for 
underground activists . 

The same Muslim Brotherhood channels that are 
controlling the Iranian students have a controlling 
relationship to the most rabid elements of the Palestin
ian Liberation Organizaton (PLO) in the U.S .  In this 
context, it was not surprising to find an official PLO 
representative expressing their "solidarity" at a support 
rally called for escaped-BLA terrorist Joanne Chesi
mard earlier this month. 

While Civiletti has been provoking U.S .  terrorist 
outbreak related to the I ranian crisis, his predecessor 
Ramsey Clark is now, ironical{y, in the delicate position 
of negotiating with cult high priest Khomeini for the 
lives of 60 American hostages in Iran. Only last Feb
ruary, Clark was in the forefront of another Iranian 
crisis-but at that time, Clark was in Teheran leading 
demonstrations calling for the ouster of Shah Pahlevi, 
in the weeks of chaos that preceded Khomeini's acces
sion to power. 

What common thread links Civiletti and Clark? 
Both are products of the "Kennedy machine," and 
spring from a Justice Department built on the dirty
tricks, watergating apparatus created by Robert Ken
nedy during his brother John's Presidency . It  was the 
Kennedy Justice Department that functioned as a blud
geon against Kennedy's political opponents such as 
James Hoffa and the International Brotherhood of 
Teamsters . It has also functioned as a counterinsurgen
cy deployment center for agents sent into the South and 

into urban centers, who created the groundwork for 
"race riots" and "New Left" terrorism . 

Whence Civi!etti? 
In 1 977, Civiletti was hand-picked by Kennedy-backers 
in Maryland Zionist circles for a top position in the 
Justice Department-Assistant Attorney General head
ing the Criminal Division. This was part of a political 
payoff that Carter made to Kennedy's stalwarts in 
Maryland.  With the resignation of another Kennedy 
hand, Peter Flaherty, from the Deputy Attorney Gen
eral' s  position in a dispute over Justice Department 
policy, and this year,  with the resignation of Attorney 
General Griffin Bell , Civiletti came into the nation's 
top law enforcement position. 

Civiletti' s  career begain in earnest in 1 96 1  under the 
good graces of Joseph Tydings, Jr . ,  who ran JFK's 
Maryland campaign in 1 960. After the Kennedy broth
ers appointed Tydings to head the Baltimore U.S .  
Attorney's office, Tydings selected Civiletti as  one of  
h i s  assistants, along with two other future notables: 
present Senator Paul Sarbannes (D-Md) and Steven 
Sachs,  the present Attorney General of Maryland. From 
1 96 1 -64, Tydings and his office played a prominent role 
in the fabled Kennedy Justice Department's "attack on 
organized crime."  A major part of that campaign was 
the use of investigations and prosecution to break up 
trade union and old-line ethnic machines in the Dem
ocratic Party . 

I n  1970, the Tydings circles showed their muscle by 
installing a "new machine" puppet-the election of 
Parren Mitchell to his first term in Congress. Using 
vote fraud, violence and threats in the hotly contested 
race, the Mitchell backers managed to seat their can
didate. Among the supporters who built the Mitchell 
election (with full page ads in the Baltimore Sun) were 
two of Tyding's  former proteges, Civiletti and Sachs. 

Following Tydings' election to the Senate, Civiletti 
left the U .S .  Attorney's  office and joined Venable, 
Baetjer and Howard, the most prestigious law firm of 
M aryland, serving Johns Hopkins University, the Bal
timore Sun and leading financial institutions. Civiletti 's  
specialty was tax and corporate law. Well known for 
his "exceptional" competence, Civiletti pioneered in
vestigation into the use of the " Miranda ruling" to 
prevent criminal prosecution following Internal Reve
nue Service investigations. 

How Civiletti will use his celebrated "anti-white 
collar crime" units to influence politics in the future 
year of Presidential campaigning will undoubtedly be 
on a par with his use of other Justice Department units 
to develop and support terrorism at the expense of the 
United States . 

-Michele Steinberg 
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Conferences' role in 
planning terrorism 

Over the last three weeks there have occurred a series 
of conferences timed to occur as a new wave of terrorism 
began to unfold in the U.S .A .  

The function of such conferences i s  twofold.  First, 
these semi-public meetings pul l  together some of the 
so-called "experts on terrorism" along with key indi
viduals from several opinion-making institutions in 
order to "go public" with an official cover-up line on 
imminent terrorist deployments . Out of the meetings, 
the classic textbook methods of counterinsurgency and 
social control are put forward as "solutions" to the 
terrorism, modeled on the crisis management policy 
detailed in the Council on Foreign Relations' Project 
1 980'.s-the plan for "Controlled Disintegration" of the 
world economy . 

Second,  these conferences, far from being academic 
exercises, are utilized in some cases as planning sessions 
for the next outbreak of terrorism internationally. The 
frequent theme of the recent gatherings was the eventual 
outbreak of Iranian-PLO-Black radical terrorism to hit 
the United States . One striking example of this type of 
planning-then-activation, frequently cited, occurred im
mediately prior to the infamous Entebbe incident in 
1 976. A Conference on International Terrorism was 
held in Glassboro, N .J .  where leading participants such 
as J. Bowyer Bell and Y onah Alexander "predicted" a 
major international incident would soon take place .  
Bell , the head of Columbia University's War and Peace 
Studies Center, and Alexander, an Israeli intelligence 
operative, have been identified as two top pro filers of 
Irish Republican Army and Palestinian Liberation Or
ganization-style terrorism . As profilers, they in effect 
serve as key terrorist controllers .  

While the identity of  the individuals featured at 
these conferences as terrorist controllers is not wide
spread in the U .S .  media, this is not the case in Europe. 
Since the time of the Moro case in I taly, the European 
press has given widespread coverage to the Georgetown 
Jesuit networks, sections of I sraeli intelligence, and 
sections of British intelligence as being the controllers 
of international terrorism . 

The Conferences 
The International Freedom Conference, Valley Forge, 
Oct. 25-28 : This was sponsored by the American Coun
cil for Coordinated Action and the Aims for Freedom 

and Industry of Great Britain and was the third in a 
series of such conferences . Speakers included Admiral 
William Mott, Royal Air Force Vice-M arshall S .B .  
Menaul, former NATd' chief General Alexander Haig, 
General Danny Graham of the American Security 
Council, and Ed Fulner, the director of the Heritage 
Foundation.  Among the topics discussed was the po
tential for political violence in the U.S .  as a result of 
the clashing of left and right wing extremists . This 
discussion preceeded the Greensboro incident. 

The Freedom Summer Conference, J ackson, Mississip
pi-Nov. 2: This was held to celebrate the gains of the 
black movement over the last 1 5  years . Instead, it 
turned into a forum for the creation of a radical "civil 
rights" movement around the issues of lack of economic 
justice and police brutality . The participants included 
Ramsey Clark, Julian Bond, and members of the South
ern Regional Council of Atlanta, Georgia.  The SRC 
recently predicted the rise of a new civil rights move
ment around those two issues . 

Center for Strategic and International Studies-Press 
Conference on Terrorism in the U.S. : This featured 
known terrorist controllers Yanuh Alexander, Robert 
Kilmarx, and Brooks Mclure, as well as "crisis man
agement" expert Robert Kupperman. This press con
ference, held sortly after a CSIS special briefing by 
Princeton's Bernard Lewis and former DOE head, 
James Schlesinger, announced that an outbreak of 
terrorism in the U.S .  is imminent, with a particular 
focus on the threat of an environmentalist-terrorist 
movement.  

Arab-American University Graduate Student Confer
ence-Wash., D.C. Nov. 10- 1 1 :  This represented the 
public merging of the two networks presently activated 
for terrorism-the black movement and the Muslim 
Brotherhood networks-as has been predicted by ex
perts over the last months .  This included Jesse Jackson 
of Operation PUSH, and Joseph Lowry of the Southern 
Christian Leadership Conference, sharing the podium 
with such Muslim Brotherhood controllers as Clovis 
Maksoud, Thomas Ricks, Richard Falk and Eqbal 
Ahmed. Both these networks interface with the Institute 
for Policy Studies, which has been identified as a 
controlling instrument of terrorism i n  the U .S .  

International Conference o n  Terrorism i n  Ecua�or : This 
conference which took place sometime in the we_ek of 
Nov. 9, has been identified by participants as identical 
in significance to the Jerusalem Conference on Inter
national Terrorism held six months ago in Israel . The 
Jerusalem Conference focussed on the deployment of  
PLO style terrorism i n  the U .S .  
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The control lers of 
t�rrorism speak out 

Ki lmarx: domestic 
terrorism " inevitable" 

The following are excerpts from an interview with Robert 
Kilmarx, presently a member of the Center for Strategic 
and International Studies at Georgetown University. He 
previously spent 12 years at the Pentagon as a special 
advisor to the A ir Force in intelligence matters. He is 
also the head of BKW Associates, a management con
sulting firm. He and his associate at CSIS, Yonah 
A lexander, have just released a book entitled Political 
Tetrorism and Business-Threat and Response. 

EIR : Why do you say that large-scale domestic terrorism 
in the U.S. is inevitable? 
Kilmarx : It would come from events that are inevitable. 
There are two things . The first is severe economic 
adversity where the distributive justice-if you know 
what I mean-will be affecting people in an unequal 
way. This will hit students and minorities in particular 
who won't be able to enjoy the benefits gotten from the 
aid programs that, while necessary, are incredibly ex
pensive. 

The second factor is  a crisis that will require prepa
ration for a military response, if not an actual response. 
We are totally unprepared for this both actually and 
psychologically.  The public tends to think of force in 
simplistic terms . But we're not prepared. Look at our 
civil defense. I mean we have nothing. We don't even 
have a system for registering people in the armed 
services . If we have to put a force in the field it will 
require a tremendous diversion of resources. And we're 
not psychologically prepared. If we have to send a force 
in quickly-say to the Middle East-our boys will be 
fighting poor people who are being . whipped up by 
groups that have no compunction about violence
they'll find a sympathetic base. This will create domestic 
problems.  Iran provides an example of this in interna
tional dimensions. There have been all kinds of increases. 
over the last years-in technology, for example, which 
is how these things are usually measured. But there has 
still been tremendous erosion, far beyond what I fore
cast, into barbarism,  which is becoming increasingly 
accepted. Cambodia, Iran, the religious fanaticism 
sweeping across the Mideast, are examples of this . 

We face a military option in the Mideast in the next 
5- 10  years-this is definite. There was a briefing for 

people here at the end of October, I think, where 
Schlesinger and Bernard Lewis discussed this. Schlesin
ger said that Saudi Arabia is  going down the tubes in 
five years because of corruption, dissatisfaction with the 
intelligentsia, the movement of money by dissatisfied 
princes out of the country and the spread of Khomeini
ism . Bernard Lewis laid out the same scenario . This will 
confront us with an Arab OPEC with no vested interest 
in maintaining the present system . Then there is no limit 
to the demands they can make. 

EIR : What kind of preemptive action could be taken? 
Kilmarx : The preemptive response that we need is a 
viable, flexible, quick-reaction military response capa
bility to be set up. Like the 82nd Airborne should be 
retrained and put in Diego Garcia. There are other 
places also.  We need a naval presence in the Diego 
Garcia area. We need a base in the Sinai for this . We 
need a 200,000 or even 1 00,000 man strike force. 

EIR : What else was said at the briefing? 
Kilmarx : This is off the record . . .  it was a private 
meeting, though public to us here. On Iran [Schlesinger] 
said that you can't write off the Khomeini movement 
too quickly . But the concern after Khomeini is that the 
Communists are reorganizing . They're building bridges 
to the Kurds, the Baluchis and others. The leftist groups 
pose a real challenge. They've already established sol
diers' councils in the remnants of the Shah's  armed 
forces . They'll be in power one or two coups removed. 
So we'll go from a barbarous religious dark ages 
fanatic, to a Marxist Qaddaffi .  The Bakhtiar thing 
won't work . 

EIR : What else did Schlesinger say? 
Kilmarx : He focused on Saudi Arabia which is in a 
downhill process .  Remember Khomeini is sending 
agents to Arab emirates . It 's  not just an Iran move
ment-it's a regional movement. . . .  I t  there wasn't the 
problem of terrorism I would look for another problem. 
We need to be more effective in planning for disasters, 
economic collapse etc . Otherwise we are vulnerable to 
internal disease, and penetration .  We have to get society 
ready with overall emergency planning . 

Graham: we are going to have to 
become a pol ice state . . .  
Our next interview is with General Daniel Graham, the 

former head of A ir Force Intelligence and currently 
director of the A merican Security Council. 

EIR :  Will the Khomeini movement spread? 
Graham : When Iran fell it signalled that other Arab 
regimes would fal l  victim to Khomeini's movement
and the PLO. This development just brings the day that 
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much closer. I think you will see such countries as  
Oman, Kuwait and Abu Dhabi fall, and then Saudi 
Arabia. Saudi Arabia doesn't have it made .  Many 
people think of Saudi Arabia as a bastion of stability 
but that just isn't the case. It isn't stable. There just 
hasn't been a concerted effort of the PLO to knock off 
the royal family yet-but that is coming . 

EIR : What does this portend for future terrorism in the 
u.s. ? Will Mideast terrorism come to the u.s.? 
Graham : Absolutely. There will be PLO terrorism in 
the V.S .  In fact, it's already here-for instance, the 
attempt by four Iranians to kidnap the Governor of 
Minnesota. That's not just an isolated act. In  fact it 
began when the Iranian students beat up the pro-Shah 
forces in Washington D.C. It doesn't matter what the 
pro-Shah people stood for or even if the Shah paid 
them to be there-it was peaceful. This really was a 
harbinger of what was coming. 

EIR : Will that type of activity get the support of various 
left groups in the u. s.? 
Graham : Some of them will become a part of this .  But 
what I 'm more worried about in that regard is that we 
are going to have to become a police state to maintain 
order in this country . There is such a large amount of 
subversive activity in this country and it is protected by 
the First Amendment. Yet the police and the FBI are 
totally hamstrung. This is going to have to change. 
We're probably going to have to become something 
resembling a police state. 

Yarborough: ta ke oH the kid gloves 

The final interview is with Lt. General William Yarbor
ough. former head of the u.s. A rmy Special Forces and 
the u.s. A rmy Counterintelligence Corps. and the Pen
tagon liaison to A ttorney General Ramsey Clark through
out the late I 960s period of domestic riots. 

EIR : What do you think we can do to prevent domestic 
outbreaks of terrorism as a spinoff of the Iran situation? 
Yarborough : . . . What we need is the proper legislation. 
But people will have to be tested psychologically first 
to see if they're ready for such legislation . . .  we need 
the kind of legislation where we can have search and 
seizure, roadblocks set up, mail surveillence and so on. 
We need a kind of stand by legislation to deal with this 
kind of thing. 

EIR : Is there anything like that [the Federal Emergency 
Management Agency] on the books or being planned 
now? 
Yarborough : Nothing ! Are you kidding?-If any Con
gressman dared try, the civil rights groups would de
stroy him. We need something very dramatic to force 
this kind of legislation. Something involving a major 
prominant political figure-like the kidnapping of the 
President's wife or a Supreme Court Justice, or the 
killing of a major figure. This will prepare the popula
tion for the kind of thing that we need. And we'd still 
have to psychologically test the population first. 

EIR :  What about PLO-style terrorism in the u.s. ? 
Yarborough : Yes, that's the danger . They are going to 
bring the Mideast battle and use the V.S .  as the 
battleground. This is easier in the V.S .  than other 
places. This is because it's a democratic society and 
because we're using kid gloves. We're using kid gloves 
with the Iranian students. In fact the psychological 
buildup for the Shah's downfall started here in the 
V.S .-not in the Middle East. And the psychological 
climate is right for it here. The mass of the American 
people won't do anything-they can't-but it will be 
the right kind of psychological buildup that will lead to 
what we need. 
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Wil l  the Democratic Party 
take the winning road in 1 980? 
The assembled evidence surrounding Ted Kennedy's 
formal declaration of his presidential candidacy estab
lishes that the intent of his candidacy is to split the 
Democratic Party, in order to throw the 1 9&0 election 
to the Republicans .  

Al l  Republican candidates are on record in full 
support of Federal Reserve Chairman Paul Volcker's 
depression policies. In the last two weeks, Kennedy's 
wreck-the-Democrats scenario has been detailed ver
bally by a score of political strategists linked to the 
New York Council on Foreign Relations and allied 
Anglo-American policy institutions, who are smugly 
predicting that the Democratic Party "will be torn to 
pieces" in the upcoming presidential primary campaign, 
as a result of the Kennedy candidacy .  A Republican 
"who can continue the policies of Volcker," will win . 

The ability to execute a projected fragmentation of 
the Democratic Party in this manner is contingent upon 
a Carter-Kennedy two-man race for the nomination.  
Should that not be the case-should there be a strong 
third Democratic candidate, then all bets are off on the 
CFR scenario . 

A Carter vs . Kennedy two man race would split the 
Party irrespective of who takes the nomination in the 
following manner . Neither of the two candidates is 
capable of putting together a winning coalition of 
voters drawn from northern white ethnics, blacks, 
southern Democrats, independents, let alone GOP 
crossovers . 

Assume a Carter convention victory following a 
"tear-the-party-to-pieces" primary fight with Kennedy. 
Carter would have a narrow voter base in the 1 980 
presidential election. Given the painful record of the 
Carter administration's support for the depression p'ol
icies of Federal Reserve Chairman Paul Volcker, its 
unbroken record of failures on foreign policy, and other 
features that have earned it consideration for the title 
of worst administration in American history, the out
come of Carter's  nomination would be a voter flight, in 
"lesser of two evils" fashion, into the waiting arms of 
the CFR's preferred Republican candidate. 

As insurance for the GOP option, the Kennedy 
radical-liberal hard-core minority of the Party would 
bolt from supporting Carter, probably taking the form 

of a "third party option . .  " The analogy cited by CFR
linked columnists such as Joseph H arsch of the Chris
tian Science Monitor, is the 1 9 1 2  election, when "the 
other Teddy" -Teddy Roosevelt, split the Republican 
Party by forming the "Bull Moose" Progressive Party, 
and threw the election to Woodrow Wilson. Wilson 
won with a mere 42 percent of the vote. 

Should Kennedy by some fluke, take the nomina
tion, a split is equally assured . Kennedy and his radical
liberal environmentalist base are anathema to broad 
sections of the party base, to say nothing of independ
ents . 

Media plan the campaign 
The track record of the major media on the Kennedy 
candidacy-national television, the East coast press, the 
New York Times and The Washington Post, in particu
lar-confirm beyond all doubt the use to which the 
CFR crowd is putting Kennedy. Anyone who watched 
television over the course of the past months, up till the 
eve of Kennedy's actual announcement, could not fail 
to conclude that one was witnessing an unprecedented 
media build-up for the candidate. Kennedy was being 
egged on by widespread, highly favorable coverage to 
declare as soon as possible. The original Kennedy 
timetable was moved forward from December to early 
November. 

But then, on the eve of his declaration, an equally 
massive wave of television broadcasts, press coverage, 
editorials, and columns appeared attacking Kennedy 
(see below) . The Chappaquiddick "time bomb" was 
unleashed by CBS television , the New York Times, and 
the Washington Post, to name but a few. The CFR 
panning of Kennedy is to ensure that his candidacy 
succeeds in splitting the party, but, even by nominal 
yardsticks, advances no further . 

The mood in the country's electorate is quite differ
ent, however . As shown in the pattern of the 1 979 
election results to date, and by the momentum of anti
Volcker and anti-Kennedy sentiment, a Democratic 
Party majority exists in the United States, a voter base 
that wants. neither Carter nor Kennedy. This majority 
would rally behind a third candidate, if he were an anti
Voleker ICarter Democratic candidate, and an anti-

November 20-26, 1 979 EXEC UTIVE I NTElL IGENCE REVIEW U.s.  Report 49 



Kennedy Democratic candidate. This fact is shown by 
the I llinois State legislature's unanimous adoption of a 
resolution demanding that Volcker either reverse his 
policies or resign; it is shown in the outcome of the 
Cleveland Mayoralty election, and the Cook County 
Democratic Party's  backlash against Chicago Mayor 
Byrne following her railroading of an early endorsement 
of Kennedy's  candidacy over loud protests . 

The actual status of the bulk of the Cook County 
Democratic politicos, accurately reflecting the mood of 
the population, is to support neither Carter nor Ken
nedy. How meaningless the Cook County endorsement 
of Kennedy was, is evidenced in the fact that two days 
later and one day after Kennedy's declaration, Kenne
dy, arriving in Chicago for a "mass rally ," received 
almost no turnout. The expected thousands were instead 
counted in the hundreds-almost entirely city workers 
on "overtime" who were turned out for the occasion; 
even many of this paltry crowd exited from the scene 
before Kennedy had concluded his speech.  

On the question of reversing the Volcker policies, 
recent events reflect if anything a de facto agreement 
with Democratic Presidential candidate Lyndon La
Rouche's call for a national mobilization to force 
President Carter to fire Volcker and reverse his policies 
to avert "a depression worse than the 1 930s ."  

LaR ouche's call was issued in mid-October, and 
widely circulated throughout the country. On Nov. 1 ,  
Illinois State Rep . Larry Bullock (D-Chicago) intro
duced a resolution into the Statehouse demanding that 
Paul Volcker either immediately lower interest rates or 
submit his resignation. That resolution passed both 
houses in Springfield unanimously, signalling the 
depths of opposition to the Volcker-Carter administra
tion policies from urban and rural America alike. The 
vulnerability of every GOP candidate, on record as 
supporting Volcker's measures, is clear. Rep. Bullock, 
moreover, said that he thought "America should get to 
know Mr.  LaRouche and his programs better ."  

The anti-Volcker movement that took off in Illinois 
is spreading throughout the country. A similar resolu
tion was introduced in the City Council of Baltimore. 
In Newark ,  where a vote was taken , a fire-Volcker 
resolution again passed unanimously. 

How a Democrat can win 
The Cleveland election (see below) proved the fragility 
of the GOP-victory scenario.  The fact is that while a 
Republ ican was elected M ayor, this was accompl ished 
through a mobil ization against Kennedyite Kucinich 
by Democratic ward machInes in Cleveland. These 
Democratic machines emerged greatly strengthened, as 
shown in the City Counci l results, where anti-Kucinich 
Democrats mai ntain a strong majority. 

Upon hearing of the Cleveland results, LaRouche 
declared; " I 'm  delighted . . .  the results prove that the 
a l l i ance of white ethnic a p r!  black pol itical machines is 

the winning combination. This anti-Kennedy combi
nation won in Cleveland. I t  can win in any location in 
the nation." 

Democratic Party profesionals well acquainted with 
the actual pulse of the party organizational structure, 
and who never ignore the evidence produced by solid 
voter trends, have drawn definite conclusions from the 
anti-Kennedy backlash exhibited on Nov. 6. The con
sensus is that , given the Kennedy fragmentation effort , 
and the obvious nature of voter trends, the Party can 
win in 1 980, provided that a non-liberal Democratic 
candidate who has simultaneous, demonstrated support 
from minorities is nominated at the Party's convention. 
"In short," said one professional, "we need a candidate 
whose vote-getting power will square with the anti
liberal wave sweeping the country, like we've seen in 
the blue collar/white ethnic wards in all the cities, while 
holding the blacks and minorities . That kind of candi
date, working off this base combination, will just sweep 
into his fold Independents and Republican cross-over 
voters in the millions. In plain english, he' s a winner. 
He gets the White House ." 

-Konstantine George 

What they're saying 
about the Democrats 
'Party will rip itself to shreds' 
In an interview made available to Executive Intellfgence 
Review, Hoyt A mmidon, a member of the board of 
directors of the A merican Ditchley Foundation and chair
man of the board of the U. S. Trust Company, gave his 
views on who will win in 1980 and what will happen to the 
Democratic Party between now and the November presi
dential elections. Mr. A mmidon 's comments follow. 

The Republicans are probably going to be fairly well 
united this election. The Democratic Party situation is 
a different story. It's very open . . . . I t' s  perfectly possible 
that the Democratic Party will rip themselves to shreds. 
We Republicans are rather counting on th is . · . . .  There 
will be a pretty bi tter fight between Carter and - Ken
nedy . ' "  

I wish we could nominate our Presidents, rather 
than electing them . In that case, Bush would be the 
ideal choice .  He's  a man of experience and he would 
surround himself with the right advisors. My choice? 
Either Bush or Connally . . . .  Bush  will come on strong, 
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but he will have to wait and see if he develops the 
charisma and forceful image necessary to carry the 
election. If he doesn't ,  then we will have to go with 
John . . . .  

There's a great possibility that Kennedy will not get 
the nomination .  His character is very weak and there's 
n05hing to indicate it's changed. I just don't trust him. 
I wd�ld hate to see the country run by Kennedy . . . .  

The GOP candidates will be unified behind Volck
er' s policies. If Volcker can stay with us on his stand, 
the situation can work out. I 'm a believer in Volcker. 
. .  . Admittedly, it will take deft handling and good 
public relations for the Republicans to handle their 
support for Volcker so that it doesn't alienate the 
voters . After all, there will be a good deal of unem
ployment if Volcker's policies succeed . . . .  

'Democratic Party is not viable' 
In a recent interview, Russell Hemenway, the chairman 
of Citizens for an Effective Congress and a cofounder 
with Common Cause's John Gardner of the Federal 
Election Commission, described the effect of a Demo
cratic Party split on the presidential race. 

Well, ({eagan should get it . . . .  On the Dem side, it will 
be a dirty, lousy, rotten campaign, terrible fighting. 
. . . The people will vote for him, not the party leader

ship. There is no party leadership . The national party 
does not exist, the National Committee is broke, pro
vides no leadership, provides no services to candidates, 
provides no back-up to the state parties whatsoever
as a matter of fact, the state leaderships are not even 
functional-there are no state parties to speak of, look 
at New York, California-totally broken down. Did 
you ever go to a New York Dem meeting? They can't 
raise a cent there-in the nation's Dem stronghold ! The 
national party's been bankrupt since Humphrey bank
rupted it with his campaign . 

The party is not viable. Of course, I don't think he'll 
loose-he might, the race will be tighter than hell ,  of 
course-but if he doesn't, then there will be a major 
restructuring of the party . There's probably going to 
be a third party-not with Adlai Stevenson, he's washed 
out-but led by Doug Fraser of the UA W and th� 
other trade unions, Jesse Jackson and the Black 
Congressional Caucus, and the youth led by the Clam
shell Alliance and other environmentalist groups.  
They'll pull  out and establish a viable third party 
responsive to the needs of the left of the party . . . .  

The party machinery as it exists isn't viable. Jane 
Byrne? Who's she? She couldn't deliver her brother or 
her husband for Kennedy . . . .  Carey in New York will 
endorse Kennedy, but no one would ever vote for 
Kennedy because of that. . . it's irrelevant. The masses of 
the people will listen to the mass media and then make 
up their own minds . . . .  

'The Democrats will not win' 
Following are excerpts from an interview with Midge 
Decter of Commentary magazine. 

To be sure, the Coalition for a Democratic Majority is 
a small group, but the kinds of positions we take are 
those taken by people in the party majority . 

Nobody believes Carter any more. No matter what 
he says, people will interpret it as political opportunism. 
If  the campaign is between Carter and Kennedy, there 
will be a lot of homeless Democrats . . . .  Baker or Bush 
will get a lot of Democratic votes, or even Reagan . 
. . .  Off the record, I don't see the Coalition as a bloc 
formally going for a GOP candidate, but many of its 
individual members will . There are a lot of us in the 
CDM who will go Republican . I very much see the 
Democrats not winning . . . .  

'The same as 1 968' 
Following are excerpts from an interview with Ben Wat
tenberg, one of the heads of the Coalition for a Demo
cratic Majority. 

A lot of our guys, given the choice between a dovish 
Dem and a hard-line Republican, will vote Republican 
in the presidential election. We don't like bowing down 
to the Ayatollah . . . .  

A person like Bush or Baker would be an attractive 
candidate . . . .  

'A real bloodletting' 
The following are portions of an interview-statement made 
by Max Kampelman, partner in the prestigious law firm 
of Fried, Frank, Shriver, & Kampelman. 

It's too late now, there's nothing you can do-it's going 
to be a real bloodletting, a big fight; Kennedy is  going 
to announce for sure. There's nothing to be done but 
just sit back and wait, go through the experience. It 
will be a real cathartic experience for the party-a big 
fight. But it's too late. I really have no advice to give . . .  

Of course my first love i s  the Democratic Party, but 
can we win this time? It all depends on who the 
Republicans nominate. I couldn't live with Ronald 
Reagan, but I might consider George Bush . . . .  

'Omen in the wind' 
The following statements were made by Michael Novak 
during a recent interview. Mr. Novak is one of A merica's 
leading Jesuit political activists. He is currently resident 
at the American Enterprise Institute, and was a leading 
figure in Robert Kennedy's 1 968 presidential campaign. 

I 'm not totally 'Surprised about the Times attacking 
Kennedy. It is an omen in the wind. When I was 
watching Roger Mudd's interview with Kennedy, I 
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could not believe Kennedy. It is one thing to forget or 
forgive a coverup 10 years ago but when he says that 
now, that he can't believe himself, how he acted then, 
well .  . .  The question then looms: what happens if a 
special prosecutor is appointed to investigate Chappa
quiddick if he is elected. This would be worse than an 
assassination. The question is if we want a crippled 
President. Those are the questions in people's minds . . .  

I doubt any of us will announce support for a 
Republican . . .  The Kennedy legend is moving to fact 
quickly. There is tremendous discontent.  Suppose if 
facts that were unknown before came out about Chap
paquiddick now, if Kennedy thus gets hurt. Carter is 
already being hurt. Then if someone steps in-I am 
doing wishful thinking but-if someone, Moynihan, for 
example, then says he is available as a candidate . . .  

'No enthusiasm, no unity, no spirit' 
The following is part of an article by David A xelrod, 
"Divided County Dems endorse Ted Kennedy, " appearing 
in the Chicago Tribune Nov. 8.  

Whatever it is, the Democrats' central committee wasn't 
acting much like a team at all Monday when it met to 
endorse the Democratic presidential candidate of its 
choice .  Timid and cautious, they argued among them
selves . 

Enthusiasm, there was none. Unity, none. And spirit 
was a word that didn't exist among this group of 
veteran pols, who couldn't even get up the energy to 
applaud the name of the man they will support from 
now on-Sen. Edward Kennedy. 

Camelot McGoverned' 
The following is selected from the column of Rowland 
Evans and R obert Nova k ,  ent itled " Camelo t Mc
Governed, " appearing in the Washington Post Nov. 7. 

The Coalition for a Democratic Majority (was) born 
out of hosti lity to McGovern and closely associated 
with Sen . Henry M. Jackson . .  , . 

How much difference CDN. could make in a Carter
Kennedy race is doubtful. But enough Democrats share 
CDM's views to take seriously Wattenberg's newsletter 
warning: "If the Democratic Party candidate turns a 
cold shoulder on CDM principles, (he could lose) 
millions of American voters . . .  who determine the 
victor in a presidential contest. "  Carter's presidential 
record and Kennedy's early McGovernization mean 
those millions may vote Republican next November. 

" Reprieved by 'Jaws' " 
The following are excerpts from Tom Wicker's column, 
"Reprieved by 'Jaws', " which appeared in the Christian 
Science Monitor, Oct. 25. 

. . .  Those who passed up "Jaws" to watch Mr. Kennedy 
being toughly interviewed by Roger Mudd saw another 
man-one who cannot or will not yet explain what 
happened at Chappaquiddick, or rectify the numerous 
inconsistencies in his IO-year-old account of the matter. 
Perhaps as important, viewers saw a man who, when 
questioned on this and on his alleged relations with 
women other than his wife, seemed not only embarrased 
and uncomfortable but inarticulate-and occasionally 
incoherent . . .  What Mr. Kennedy demonstrated in his 
responses-rather, his lack of them-to Mr. Mudd was 
anything but leadership. He could not even define it. 

'Another 1912 . . .  ' 
The following is excerpted from the "Opinion and Com
mentary" column of the Christian Science Monitor, Nov. 
6, 1979: "A nother 1 912 election?" by Joseph C. Harsch. 

. . .  It seems reasonable to assume that the political fight 
inside the Democratic Party will become increasingly 
bitter, personal, and damaging to what prospects there 
might otherwise be for a united party . There is already 
a good deal of passion involved . The Democratic left 
wing sought the candidacy of Senator Kennedy with 
much the same enthusiasm which marked the demand 
of Republican Progressives in 1 9 1 2  for a Roosevelt 
candidacy. They feel betrayed by the Carter administra
tion . They are determined to get rid of Mr. Carter, just 
as the Republican progressives of 1 9 1 2  were determined 
to get rid of President Taft,  even to the point of dividing 
the party and handing the election to the Democrats .  

'A terrible thing . .  .' 
The following statement was made by Justice A verne 
Cohen, a prominent figure in the Michigan Democratic 
Party. 

This is a terrible thing . There's absolutely no way of 
telling what wil l  happen in Michigan; the state's split 
down the middle. The Attorney General , Speaker of the 
State Legislature, as well as Mayor Coleman Young, 
are for Carter; everybody else is for Kennedy-that's 
about 50-SO-and the UA W is in the middle, uncom
mitted . Emotionally, they're close to Kennedy, but their 
highest priority is Chrysler and just between you and 
me, Carter is holding this over their heads politically . 
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Chicago Democrats 
�adly Byrned 
This' past week, Mayor Jane Byrne, Chicago "Ayatol
lah" for the campaign of Sen. Edward Kennedy, forced 
the majority of a reluctant Cook County Democratic 
Party Central Committee to endorse Kennedy for the 
nomination. 

The endorsement, seen by many observers as iU
timed and of far-reaching potential damage not only to 
the Democratic Party but also to Sen. Kennedy's own 
campaign chances, was made the day before Kennedy 
announced his candidacy. 

Under the leadership of the late Mayor Richard J .  
Daley, the Cook County Democratic committeemen, 
comprising fifty from the City of Chicago and thirty 
from the suburbs, had always leaned heavily in favor of 
remaining "uncommitted" as a solid block of delegates 
to the Democratic nominating convention.  

Political observers and former top advisors to the 
late Mayor Daley this week noted, both publicly and 
privately, that Jane Byrne had just destroyed the tra
ditional and unique power of the Cook County Dem
ocrats within the national party with the "incredibly 
early" Kennedy endorsement . 

Observers here and in Washington, as well as in the 
politically crucial "downstate" Illinois area, are now 
saying that Byrne's move represents an attempt to force 
a split in the Democratic Party . 

I nsiders in the Connally for president campaign in 
I llinois, being headed by Republican national commit
teeman Harold Byron Smith, Jr. , have told reporters 
privately that they are ecstatic over Byrne's heavy
handed moves and have been engaged in attempts to 
sway anti-Byrne and anti-Kennedy traditional Demo
crats to act in support of Republican Connally. 

The treatment of the Cook County committeemen 
by Byrne and her political ally, Chairman George 
Dunne, was described here as "atrocious." Reports 
received indicate that Byrne used the patronage power 
of the Mayor's office to threaten committeemen and 
city council members alike with loss of their ward 
patronage jobs unless they went along with her Ken
nedy endorsement. 

Many of the late Mayor Daley's closest political 
allies and confidants, nevertheless, strongly objected to 
the move. 

Nineteenth ward committeeman Thomas Hynes, the 
Cook County Assessor, urged that the committee with
hold endorsements for at least two months, noting the 
fact that selection of a president is "a matter of the 

utmost national and international importance ." Con
gressman Daniel Rostenkowski opposed the Kennedy 
endorsement saying that his constituents do not agree 
with Byrne on her endorsement and "we owe it to our 
constitutents" not to follow the mayor's lead . Lynn A.  
Williams, committeeman from suburban New Trier 
township , announced that "there is  no clear support for 
either Sen. Kennedy or President Carter" among his 
Democratic voters and that straw polls conducted by 
the party there showed the clear winner being "none of 
the above." 

Parks superintendent Ed Kelly, who has been feud
ing regularly with Byrne, seconded Williams' objections 
and added that the presidential endorsement was "not 
even on the agenda of today's  meeting." Alderman 
Roman Pucinski proposed that before the committee 
make any presidential endorsement the committee 
should have the opportunity to hear directly and in 
person from every person seeking the Democratic nom
ination, as it does with candidates for county and state 
office. Pucinski accused Byrne of setting up a "kanga
roo court" to "railroad" the Kennedy endorsement 
through . "But I think many of you who vote for the 
endorsement will soon be eating your words when you 
begin to find out this candidate's views on a few key 
issues," Pucinski warned. 

The h ighpoint of the opposition,  though, came when 
the late Mayor's son, state senator Richard M .  Daley, 
now emerging as a strong statewide leader in the 
Democratic Party, rose to oppose the Kennedy endorse
ment. "You are making a serious mistake" warned 
Daley, and urged the committeemen not to be intimi
dated by Byrne's "ploy" that they will be isolated and 
destroyed if  they vote against Byrne. 

But the majority of the committeemen went with the 
madwoman of City H all . . .  who is now being openly 
called "Ayatollah" Jane Byrne in the political columns, 
cartoons, and in tens  of thousands of leaflets circulating 
i ndependently throughout the wards. 

-Mitch Hirsch 

'Blacks not h igh on Ted' 

Banner headlines in the Nov. 13  Chicago Defender, the 
nation 's most prestigious black newspaper announced 
"Blacks Not as High on Ted as Jane is-Poll Shows 
Byrne Visibility Could Hurt. " The article in part reads: 

If  the election were held today, it's doubtful whether 
Mayor Byrne can, in fact, deliver Chicago and especially 
the city's black constituency, which singularly caused 
the demise of former M ayor Bilandic. 

Some 500 persons were presented with that question 
and the results might indicate that M ayor Byrne does 
not have the support of the black community that she 
believes she has. 
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Cleveland ousts 
a Kennedy kook 
The outcome of the Cleveland Mayoralty election and 
how it occurred demonstrates the strength of an emerg
ing alliance of white ethnic and black urban political 
machines. It was this alliance in Cleveland that turned 
out the vote for Republican George Voinovich, who by 
a 56-44 percent margin decisively defeated radical-lib
eral Mayor Dennis Kucinich , a figure associated 
through i ssues and backers with the hard-core Kenne
dyite minority of the Democratic Party . 

Kucinich had been wholeheartedly endorsed by 
Kennedyite radical environmentalist mouthpieces Tom 
Hayden , Jane Fonda, and Ralph Nader, and was 
backed by the same liberal UAW-centered machine that 
forms the core of Kennedy organizational support, not 
only in Cuyahoga County, but other urban "mega
counties ." 

The outcome represents a crushing defeat-by-impli
cation for Ted Kennedy, by the very same combination 
of white ethnic and black voters that is commonly
and falsely-referred to as his "base." 

Voinovich's decisive margin of victory rested on a 
strong showing in  both the white ethnic West Side, and 
the predominantly black East Side. He  won amidst the 
largest black voter turnout in the past four elections. 

Voinovich, in his election-night victory speech,  de
livered at Cleveland's Plaza Hotel, hailed that alliance. 
Before a l , 500-member audience consisting of mostly 
West Side and suburban whites, he ripped into the 
racist "balkanization" policies of Kucinich . "This city 
will not be run as a racist administration,  as has been 
done in the past," he said. Earlier in the day, Voinovich 
had met with black City Council leader George Forbes, 
a Democrat, to work out the basis for cooperation in 
the new administration.  

How Kucinich was crushed 
Kucinich's  defeat was effected by the combined efforts 
of the LaRouche Democratic presidential campaign 
organization, the anti-Kucinich Democratic black ma
chine on Cleveland's east side, and white ethnics prin
cipally from Italian-American and Hungarian-Ameri
can communities. Cleveland has one of the largest 
Hungarian communities in the nation .  These machines, 
predominantly Democratic, came together as a coali
tion , catalyzed by the LaRouche organization,  called 
Citizens for Cleveland. 

During the month of October, Citizens for Cleve
land organizers and volunteers, aided by dozens of 

Democratic Party precinct captains, papered the city 
with hundreds of thousands of leaflets headlined, "Den
nis Kook-cinich: Candidate of the Fat Cats," and "Let's 
Set The Record Straight-Dennis Kook-cinich Has 
Destroyed Cleveland." 

The first of the two leaflets, exposing a fraudulent 
garbage collection contract let by the corrupt Mayor, 
exploded like a bombshell on the eve of the Oct. 2 
nonpartisan primary. It was delivered door-to-door in 
many of the white, East European ethnic wards on the 
west side, focusing on Kucinich's strongest bastions of 
support. Citizens for Cleveland was directly responsible, 
according to analysts, for Kucinich losing over 1 5  
percent o f  what his projected vote totals would other
wise have been in those wards . 

In the final phase of the campaign, the mass distri
bution of the leaflet "Let' s  Set The Record Straight . . .  " 
put the final nails in Kucinich's coffin .  The message to 
which Cleveland's voters, both black and white, re
sponded was, "Talk to your neighbors and you'll find 
unemployment skyrocketing , garbage going uncollect
ed, local taxes increasing, and roads in disrepair . . .  the 
Kook-cinich record . . .  "Citizens for Cleveland then 
enumerated a five-point program for the city, under the 
slogan: "What's Good For Cleveland Is Good for 
America ." Said the leaflet: 

"(  1 )  Massive increase in technologies, particularly 
in the steel producing industry. 

"(2) Increase our nuclear capacity . 
"(3) Increase jobs and expand industry . . .  
"(4) Increase port facilities . . .  
"(5) New modern homes to be built on vacant 

Cleveland plots of land ." 
The effects of this campaign can best be seen by 

Kucinich's desperation moves after Oct. 2. Right after 
the primary, Kucinich returned briefly to his old overt 
racist mode, securing the endorsement of the inconse
quential but highly vocal antibusing group, CORK. 
The ploy flopped. Kucinich's last apparent hope was 
the black vote, and for this effort, Kucinich acquired 
former Cleveland mayor Carl Stokes, an N BC employ
ee, to come to Cleveland and campaign for him. Both 
Kucinich and Stokes thoroughly underestimated the 
intelligence of black voters . 

Rough times in Hough 
The facts surrounding Stokes' reception by the black 
community underscore this point. Upon arrival, he was 
greeted by a 500-person black anti-Stokes demonstra
tion in the Hough ghetto. Most black politicians. and 
church leaders boycotted him, turning down the former 
M ayor's pleas for meetings. On Saturday, N ov.  3, the 
city' s black newspaper The Call and Post, ran a banner 
headline:  "Carl Stokes Returns To Divide Black Com
munity" with a second lead, "Voinovich I s  Endorsed 
By B lack Officia ls ."  
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Ly-.ndon LaRouche on the 'kooks '  
and 'realists ' of strateg��y-making 

Dracula had blue blood 

T
he great organ groaned sepulchrally as  the fig
ures , faces obscured by hooded capes, scuttled 
into their appointed positions for the ceremony. 

Then, when the eerie ceremony was nearly completed, 
from beneath each hood of the throng there rumbled 
the responsive echoing of the solemn oath recited by 
the figure at the front. 

An American International horror film? A scene 
from "The Phantom of the Opera?" A convention of 
the Ku Klux Klan?-Not exactly: an investiture cere
mony at New York's Anglican Cathedral of St. John 
the Divine. The hooded figures are not exactly Ku Klux 
Klaners , but members of the same Order of Malta on 
which the Ku Klux Klan was modeled by its creators 
back in 1 867 . 

Led by the British monarchy's own branch of the 
Maltese Order, all branches of the order participating 
at the recent New York ceremony swore an oath of 
fealty to Britain's Queen Elizabeth I I .  These included 
U.S .  citizens, committing the crime which has always 
been the basis for loss of U .S .  citizenship even by 
native-born Americans-an oath of fealty to a foreign 
monarch . 

Two days ago, a connected incident occurred on the 
premises of Yale University at New Haven. According 
to officials of Yale University, who apologized for the 
business the following day, the behavior of many per
sons in that incident is not representative of the U ni
versity community as a whole, and represented, in face, 
a violation of the university's rules. We are inclined to 
accept the Yale official's view oJ the matter; the regret
table features of the incident occurred at the prompting 
of outside forces, such as the B'nai Brith's Anti-Defa
mation League. 

In fairness to Yale as a whole, the highlights of the 
event should be reported. 

What now seems a long time ago, this presidential 
candidate received an invitation to address the Yale 

Political Union on the evening of Nov. 6, 1 979. Sud
denly, during the forty-eight hours immediately preced. 
ing the scheduled event, various off-campus forces, led 
by the local ADL office, deployed extensive harassment 
in the effort to prevent the event from occurring. That 
failing, they resorted to a fall-back option, of deploying 
various forces into the event for a centrally coordinated 
program of attempted heckling and slander, in an effort 
to disrupt the proceedings. 

However, most of the groupings clearly hostile to 
the speaker settled into a calm and more or less reason
able sort of discussion over the course of the question 
period . One participant popped the question concerning 
the New York Times' libellous charge of "anti-Semi
tism." After the speaker's  reporting on the 1 975- 1 977 
history of his policy and efforts for seeking Middle East 
peace, there was no repetition of that question-appar
ently that student and others of similar concerns were 
satisfied with the response. Toward the close of the 
discussion period, the ostensible chief spokesmen for 
the antinuclear faction was engaged in what any on· 
looker must have judged an eminently rational, point· 
by-point dialogue on the important technical issues. 

It was only at the conclusion of the affair that a 
formerly silent youth wearing a "Kennedy '80" button 
led a nasty effort at disruption and, according to 
witnesses, incited persons to rush out into an assault on 
the departing presidential candidate' s party. Not more 
than two dozen, and perhaps fewer of the audience of 
between one hundred and one hundred fifty persons 
consistently heckled throughout the affair. Only a hand
ful ,  led by the youth wearing the "Kennedy '80" button, 
showed any hooligan impulses . 

That clarified, we may now focus our attention on 
the feature which connects events at Yale to the behav
ior of the caped kooks at the Cathedral of St. John the 
Divine . 

From early during the question period, there was a 
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persisting effort to ridicule the speaker for tracing key 
elements of U .S .  policymaking to London-centered 
influences . The gist of the critics' point was that any 
figure who suggested powerful British political influ
ences over influential U .S .  institutions must be so silly 
as to be deemed incredible on virtually all points . Yet, 
once the presidential candidate's party had departed, 
these same persons burst out into a chorus of "God 
Save The Queen"-not stumbling over a single word of 
that musical oath of fealty to a foreign monarch. 

I do not propose that we summarily revoke the 
citizenship of each and every member of all branches of 
the Order of Malta. If these folk were confronted with 
a choice between labeling their oath to the British 
Queen as a "si lly prank," and surrendering their citi
zenships, many could be brought quickly back to their 
senses . There is, after all, a stink of sheer childishness 
in the entire M altese mumbo-jumbo. Many persons 
sucked into that display of infantilism need only to be 
instructed to grow up, to return to the twentieth century 
and out of such distorted fantasies concerning the 
Middle Ages . I t  is  proper to give the misguided dupes 
the opportunity to separate themselves from the hard
core treasonous lot. 

However, there must be no more wishy-washiness 
on this business of swearing oaths of fealty to foreign 
monarchs . The attitude of United States constitutional 
law toward such treasonous oaths is beyond disrupting. 
If representatives of Queen Elizabeth II accept such 
oaths, the Queen has created a casus belli between 
B;itain and the United States, in which circumstance 

the treasonous oath-taking becomes pure and simple 
treason . To swear an oath to the Queen of England is 
to place one's loyalty to a foreign monarch above one's 
loyalty to the United States . Such an oath is a repudia
tion of the American Revolution . and of the U .S .  
Constitution. 

Who's sel l ing the U .S .  
down the river? 
During the recent years, a growing number of patriots 
have been grumbling to their confidants: "The United 
States is being sold down the river."  In these circles, 
the predominating view is that the past two decades 
stand out as a span of aggravated subversion. Others 
among those same circles correctly trace the problem 
back decades earlier, to the establishment of the Federal 
Reserve System by Warburg-influenced circles during 
the 1 907- 1 9 1 3  period. 

The agents of this process of subversion have been 
sought in various directions. To some, whatever influ
ences are selling the United States "down the river" 
must be, axiomatically, "the Commies"; to others, "the 
Rockefellers"; to a few, regrettably, "the Jews." Among 
those generically termed "right wingers," conspiracy 
schemas proliferate, many with some semblance of 
truth, many of about the quality of Madame Blavatsky's 
fantasies. Except for a small, well-informed handful, 
the blame for the problem is wrongly placed . There is 
a real conspiracy, but most of the "conspiracy theories" 

The 'kooks' . . .  

Crisis of 1 962, which all the policy
makers of the time were viewing with 
a consciousness of an approaching 
Armageddon, one is almost seized 
with nostalgia for the ease of their 
decisions . . . .  

survive with these imbalances in the 
face of the already demonstrated in
feriority in conventional forces? . .  

Just as I believe it is  necessary 
that we develop a military purpose 
for our strategic forces and move 
away from the senseless and demor
alizing strategy of massive civilian 
destruction for our strategic forces, 
so it is imperative that we finally try 
to develop some credible military 
purposes for the tactical and theatre 
nuclear forces that we are building . 

Kissinger: arm 
for ' l imited war' 
The following are selections from 
Henry Kissinger's speech to the Cen
ter for Strategic and International 
Studies conference in Brussels in the 
first week of September, 1 979. 

If we th ink back to the Cuban M issile 
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No one disputes any longer that 
in the 1 980s-and perhaps even to
day, but surely in the 1 980s-the 
U.S .  wil l no longer be in a strategic 
position to reduce a Soviet counter
blow against the United States to 
tolerable levels . . . .  The growth of the 
Soviet strategic forces has been mas
sive . . .  

Be that as it may, the fact is that 
the strategic imbalance that I have 
predicted for the ' 80s will also be 
accompanied by a theatre imbalance 
in the ' 80s . How is it possible to 
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Haig threatens Europe 

The following is selectedfrom General 
A lexander Haig's speech to the Cen
ter for Strategic and International 
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offered are either simply wrong or downright absurd . 
The United States has been rather systematically 

sold down the river over the decades , especially during 
the past two decades . Not by a handful of domestic 
authentic "Commies," and certainly not under the 
direction of M oscow, or by "little green men under the 
floorboards ." Be sensible ! We have been sold down the 
river, through our adoption of foolish policies . The 
source of decline must be located within the policymak
ing process .  One must, in short, follow the principle 
which Edgar Allan Poe underlined in his tale of "The 
Purloined Letter." The source of the problem is not 
hidden in impenetrable shadows; it is right out in the 
open.  

Who, a sensible patriot should ask, has been shaping 
our nation's policies? Since the election of President 
Jimmy Carter, David Rockefeller's Tri lateral Commis
sion has become increasingly notorious . However, the 
Trilateral Commission was constituted little more than 
a year before it adopted Jimmy Carter as its 1 976 
presidential candidate-at the 1 975 Tokyo conference 
of that body. The Trilateral Commission could not, 
therefore, explain developments stretching back more 
than two decades . The point to be made is  that the 
Trilateral  Commission is a subcommittee of the New 
York Council on Foreign Relations (CFR), the entity 
which did create every policy the Carter administration 
has adopted so far, and which has shaped most of the 
important policies of the federal government since the 
CFR's founding in 1 9 1 9 .  

True, there is  also the Brookings Institution .  There 

is the Wharton School at the University of Pennsylva
nia. There is  the Aspen Institute, the Russell Sage 
Foundation,  the Ford Foundation, the Rand' Corpo
ration,  CSIS at Georgetown U niversity, and, since 1 963, 
the networks of the Institute for Policy Studies. CFR 
and these identified institutions intersect various uni
versity-attached and other "think-tanks." Every policy 
which has contributed to the undermining of the United 
States has been mediated into federal government action 
through chiefly those and interconnected institutions. 

What is the common denominator-the common 
link? What is the content of the "purloined letter" 
standing right out in plain sight? 

CFR was created in 1 9 1 9  as a subsidiary institution 
of the London Royal Institute for International Affairs 
(RnA).  The RnA is the conduit for British foreign 
policy determination,  including the policies governing 
conduct of the British foreign secret intelligence serv
ices. Consistent with that 1 9 1 9  connection, the key 
controlling members of CFR are predominantly either 
members of the U.S .  financial and intelligence com
munity with long track-records as self-professed "an
glophile" collaborators of British intelligence services, 
or as outright British secret-intelligence agents. 

The CFR and RnA were created in 1 9 1 9  as part of 
an internal reorganization of the British Round Table 
organization.  The Milner Round Table organization 
itself was put somewhat into the background, although 
by no means dissolved. The RnA became the up-front 
voice of the British ruling financial and aristocratic 
circles .  In the United States itself, the old National 

Studies in Brussels the first week of 
September. 

The emerging international environ
ment is loosely clustered around 
three influential actors-the Soviet 
Union ,  the Peoples Republic o f  
China, and the United States . . . .  

Despite its growing influence, the 
Federal Republic of Germany con
fronts something of a dilemma. It 
remains difficult for the all iance to 
accept German leadership, especially 
when the FRG remains the most vul
nerable and highly exposed member 
of NATO . . .  For th is reason, the 
Schmidt government has been reluc
tant to maxim ize the i nfluence it 
m ight enjoy. Rather it has sought to 
work in concert with other European 

nations to resolve thei r common 
problems .  The most active vehicle 
for these efforts has been a new "en
tente cordiale" with France . . .  But it 
has also prodded the Germans to 
discuss thei r options. If these options 
were to be seriously pursued in the 
future, the alliance could find the 
Federa l Republic following an inde
pendent course that, in the worst case 
from NATO's perspective, would 
take it out of the alliance. Such a 
course would be ext remely detri men
tal to the interests of the alliance and 
the Federal Republic . . . .  

alliance wil l  combine to see some 
reso lu t ion  of i m p ortant  i s sues . 
Moreover, they are also likely to ad
dress European questions if they 
conclude that existing organizations 
are incapable of dealing with them 
effectively . . .  The prospect of the 
creation of these "Great Power Di
rectorships" is of  fundamental con
cern not only to the smaller members 
of the Atlantic all iance, but also to 
the smaller nations throughout the 
globe. Clearly, a development of this 
kind would shake the structure of the 
alliance. 
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If NATO as an organization is 
u n a b l e  to respond to externa l  
changes ( i n  the balance of power), 
there is every reason to expect that 
the more i n fluential mem bers of the 
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While permanant di rectorsh ips 
are clearly detrimental, one should 
not adhere to the purist view that 
they should never be forged, at least 
for tem porary crises . . . .  
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Civic Federation made way for the hegemony of CFR, 
while the Russell Sage Foundation, controller of U .S . 
intelligence during and following World War I ,  was 
tucked back under the cover of sponsoring pilot sorts 
of social work projects including such projects as the 
Fund for Investigative Journalism more recently. 

The Brookings Institution was a British policy con
duit from its creation,  as were the Rockefeller Foun
dation and, since Robert M. H utchins' reign, the Ford 
Foundation .  The Aspen Institute is virtually undetach
able from the Atlantic-Richfield interests , de facto a 
part of the same complex of British Petroleum multin
ationals as British Petroleum and Royal Dutch Shel l .  
The Wharton School is currently the base of operations 
for one Eric Trist, a senior member of the British secret 
intelligence's  psychological warfare division. 

The Rand Corporation's pedigree is that of a sub
division of British secret intelligence's psychological 
warfare division, the Tavistock Institute (Sussex) . Tav
istock created the Strategic Bombing Survey of Church
ill and Cherwell during World War I I .  The U .S .  Stra
tegic Bombing Survey, like the U .S .  Operations Re
search organization, was created as a clone of the 
Tavistock operation during that war. The U .S .  Strategic 
Bombing Survey was given a corporate existence as the 
Rand Corporation, a corporation which was developed 
under the guidance of such top Tavistock executives of 
British intelligence as H. V. Dicks. 

Georgetown University is a more complicated case. 
I t  was founded by Bishop John Carroll ,  a close collab
orator of Benjamin Franklin and the Marquis de La
fayette. Through combined British and H apsburg 

b lackmail against the Vatican, fol lowing the 1 8 1 5  
Treaty o f  Vienna, the Brazi l-based, Hapsburg secret 
intelligence organization known as the St. Leopold 
Foundation was imported into the United States, and 
the U .S .  Catholic hierarchy placed under the direct 
supervision of an Archbishop who was a member of 
the Hapsburg imperial family. In this arrangement, 
Prince Metternich took control of Georgetown Univer
sity, transforming it into the center of Hapsburg covert 
operations against the United States . 

Later during the nineteenth century, the Catholic 
Church succeeded in retaking control of Vatican policy 
from the dictatorial control of British and Hapsburg 
forces. Pope Leo XIII  was the nineteenth-century high
water mark of this renaissance of the spiritual inde
pendence of the Vatican from secular dictate . However, 
as Leo XIII ' s  1 899 letter denouncing the Georgetown
centered "American heresy" shows, the Vatican failed 
in its efforts to root the treasonous, heretical element 
from all of the institutions penetrated by Metternich's 
secret-intel ligence networks . 

Although the Hapsburgs were nominally an ally of 
the City of London, in reality both the Italian "black 
nobility" (e.g . ,  the Pallavicinis) and the Hapsburg Order 
of the Golden Fleece have been subordinate to British 
leadership from 1 8 1 5  down to the present day. The 
British monarch has been the principal among nominal 
peers in the ranks of the aristocratic forces continuing 
their ancient enmity against technological progress and 
industrial-capitalist forms of generalized global eco
nomic development . Hence, Georgetown and its CSIS 
attachment have been that sort of special case of a 

d '  I ·  , . . .  o n  rea Ists 
Bundy: a small risk 
is too large 
The Sept. I I  editorial of the Italian 
newspape La Stampa, by A rrigo 
Levi, qlJ ted McGeorge Bundy's refu
tation 4 Kissinger at the conference 
of the International Institute for Stra
tegic Studies in Villars, Switzerland, 
in September. 

It 's true, that no one can claim to 
be sure that a largescale conflict in 
Europe would reach the strategic nu
clear level . But the essential point is 
the opposite: no one can know abso
lutely that this escalation would not 
occur. Even a small risk of a large
scale nuclear conflict is decisively too 
large. My conclusion is that margin
al  changes in the strategic figures do 
not in fact represent a threat to the 
U .S .  strategic umbrella over NATO. 
This guarantee does not rest on num
bers of warheads, but on a commit
ment that offers to the opposing par
ty risks that are completely unaccept
able and by their nature unforeseea
ble. Nor do I think that the real 
effectiveness of this deterrent is re
sponsive to the highs and lows of 

European faith in any particular 
American president. The shield of 
Europe is the American nuclear 
"Triad" , credibly upheld by 300,000 
Americans in Europe . . .  

The Soviet Union is not going to 
launch a first strike against the Min
utemen: the Soviet leaders know that 
it is unlikely that America would pas
sively accept the simultaneous de
struction of eight nations. 

Mountbatten: tacticql 
nuclear war is insane . 

In a speech delivered May I I ,  1 979 in 
Strasbourg, West Germany, the late 
Lord Mountbatten of Burma, a mem
ber of Britain 's royal family and one 
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British intelligence asset down to the present date. 
These and related facts point directly to the true 

source of the past twenty years' subversion of the 
United States. As Britain has dwindled to third-rate 
potency among nations over the course of this century, 
the penetration of U . S .  major financial and policymak
ing circles has increased even more rapidly . 

"
In  short, the "Eastern Establishment," centered in 

Bosto� , New York, Philadelphia, and the Washington ,  
D.C. area . Thus, for every ounce of power Britain itself 
has lost through the economic and moral decay of 
Great Britain to its present state of industrial bank
ruptcy, the British financial oligarchy has gained two 
or more ounces of power. 

I f  we study more closely the moral and economic 
decay of Great Britain ,  and compare that with the 
pattern of our own decay over recent decades, a rather 
conclusive case emerges immediately. The British are 
inducing us to do to the United States what they have 
done to themselves . If  we trouble ourselves to follow 
closely the London press, including the London Econ
omist, we observe that the policies introduced to the 
White House, New York press, and the mouths of 
leading presidential candidates today have usually ap
peared as demanded changes in U . S .  policy about forty
eight hours earlier in the British press.  

In sum, one is compelled to the judgment that 
Benjamin Franklin,  George Washington and others 
acted with excellent foresight in making a difficult 
American Revolution to free us as a nation from British 
morals and policies . 

It is no foreign power which has ruined us; rather 

strategic purposes . 

it is British influences which have succeeded so far in 
inducing us to ruin outselves. 

Strategy, for exa m ple 

During August of this year, according to  high-level 
Soviet sources quoting their spies, the Carter admini
stration reaffirmed once more the same general ,  stupid 
strategic policy outlined in the late 1 950s book which 
Gordon Dean wrote for the semi-literate Henry Kissin
ger. Although we have not had the opportunity to 
check the reports of the Soviet spies to Moscow, the 
Moscow spokesmen's report, published in West Ger
many, is h ighly credible. The reported shifts in Carter 
administration postures and global deployments coin
cides exactly with what Soviet spies presumably relayed 
to their Moscow employers. 

On the one side, the United States is being hurtled 
toward the brink of thermonuclear war with the Soviet 
Union, especially in Southeast Asia and the Middle 
East . On the other side, if these developments trigger 
war, the United States is currently well-prepared to lose 
such a war. The gist of the policy and strategic practice 
is: "Since we would currently lose a thermonuclear war 
against the Soviet Union, let us bluff Moscow into 
backing down in face of NATO efforts to administer 
the Soviets a decisive strategic defeat globally ."  Soviet 
representatives have underlined Moscow's detailed 
awareness of such a configuration of events, and yet in 
face of evidence the game won't work, Washington and 
N A TO continue the unworkable policy .  

This Kissingerian bit of lunacy by  Cyrus Vance et 

of the monarchy's closest policy-advi
sors for half a century, revealed his 
opposition to the "limited nuclear 
war" doctrines. 

Smaller nuclear weapons of various 
designs were produced and deployed 
for use in what was assumed to be a 
tactical or theatre war. The belief was 
that were hostilities ever to break out 
in Western Europe, such weapons 
could be used in field warfare with-

Next month I enter my eightieth 
year . I am one of the few survivors of 
the First World War who rose to 
high command in the Second and I 
know how impossible it is to pursue 
military operations in accordance 
with fixed plans and agreements. In 
warfare the unexpected is  the rule 
and no one can anticipate what an 
opponent's reaction will be to the 
unexpected . . . .  

can see no use for any nuclear weap
ons which would not end in escala
tion, with consequences that no one 
can conceive . . . .  

I regret enormously the delays 
which the Americans and Russians 
have exper ienced in reach ing  a 
SALT II agreement. . .  .1 regret even 
more the fact that opposition to 
reaching any agreement which will 
bring about a restraint in the produc
tion and deployment of nuclear 
weapons is becoming so powerful in 
the United States . What can their 
motives be? 

. out triggering an all-out nuclear ex
change leading to the final holo
caust . 

I have never found this idea cred
ible. I have never been able to accept 
the reason for the belief that any class 
of nuclear weapons can be catego
rized in terms of their tactical or 
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I am not asserting this without 
having deeply thought about the 
matter . When I was chief of the Brit
ish Defence Staff I made my views 
known. I have heard the arguments 
against this view, but I have never 
found them convincing. So, I repeat 
in all sincerity as a mi litary man,  I 

EXEC UTIVE I NT E L L I G E N C E  REVI EW 

There are powerful voices around 
the world who still give credence to 
the old Roman precept-i f you de
sire peace, prepare for war . This is 
abso lute n uclear nonsense . . . .  
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al . obliges us to note that certain leading circles in 
London are not as lunatic as the British dupes in  
Washington and Manhattan .  Examining this matter 
will bring our attention back to Georgetown University . 

F or purposes of broad political-intelligence analysis, 
we can rightly say that there are two distinguishable 
factional currents within the topmost British ol igarchi
cal circles. These can respectively labeled, most usefully, 
as the "realists" and the "kooks." The former is typified 
by the recently assassinated Lord Louis "Dickie" 
Mountbatten, the father-in-law of Queen Elizabeth I I .  
The second, the kook-faction,  is  typified b y  the man 
who plays Svengali to Prime Minister Margaret Thatch
er's Trilby (or, "Shrilby"), Industry Minister Keith 
Joseph.  In the United States , the center of kookdom is 
Georgetown University . 

Exemplary of Lord Mountbatten's realism is an 
attack on the Kissinger policies he publicized shortly 
before his assassination .  This denunciation of Kissinger 
(and, of course, Kissinger's dummy, Haig) was subse
quently put into the mouth of McGeorge Bundy on the 
occasion of the recent Switzerland conference of the 
International I nstitute for Strategic Studies ( I ISS) .  The 
principal theme of the "realists" is that the "China 
card" should be scrapped immediately, lest the Carter 
administration's secret agreements with Peking lead to 
an early thermonuclear war between the United States 
and the Soviet Union.  The secondary theme is that the 
Camp David "secret agreements" also be scrapped, in 
favor of an immediate push for a comprehensive Arab
Israeli peace settlement around the keystone of the 
creation of an Arab Palestinian state in the Israeli
occupied territories outside Israel ' s  1 967 borders. 

Obviously, as President of the United States, I would 
hear the arguments of the Mountbatten faction of 
"realists," and would cooperate with them if  at al l  
possible. I would not make a "community of principles" 
sort of alliance with them-I would make such alliances 
with France and the Federal RepUblic of Germany
but I would cooperate with them in  the interest of 
finding sensible alternatives to losing a thermonuclear 
war. 

The opponents of Mountbatten among the "black 
nobility" circles are the kooks. Although all policy
outlooks of the British oligarchy and City of London 
crowd are predominantly evi l, the "realists" will usually 
attempt to get on board with winning forces, and will 
tolerate sensible policies as long as they perceive it 
relatively advantageous to their factional interest to do 
so . The kooks are ideological fanatics, who are incap
able of responding to reason, and who can be persuaded 
to cease evil ventures, even suicidal ventures, only by 
applying the proper amount of clout to their sort. 

The case of nuclear energy development i s  exem
plary . M ost of the leading British real ists know that all 
of the arguments against nuclear-energy development 

are nonsense. It happens that they themselves desire a 
world without continued technological progress, and 
are therefore opposed to nuclear energy on purely 
ideological grounds of that sort. If you inform such a 
British "realist" that he bel ieves the nonsense published 
by James R. Schlesinger, the British realist wil l  rightly 
despise you for a very stupid sort of fool .  If you point 
out to this fellow that his crowd cannot succeed in 
stopping technological progress, except at risk of ther
m onuclear war, this time around, the fellow will shrug 
and reply, "Then, the realist voices of the British press 
would make the appropriate l 80-degree about-face, to 
support nuclear energy development ." 

The kook wil l  not respond so sensibly. The kook 
actually believes the "antinuclear" nonsense-at least 
in a certain sense. He may despise the fraudulent 
arguments of a Barry Commoner or Ralph Nader, but 
he is a Khomeini-like fanatic in  his opposition to 
technological progress .  Only clout will deter him, not 
reason .  

Henry Kissinger's patrons, the hard-core kooks, are 
fanatical ly dedicated to the delusion that the Soviet 
command will accept "theater- limited" regional con
flicts as a substitute for global conflict. 

Granted, in the case of Vietnam, the Soviets did 
appear to accept that substitution doctrine, as long as 
the U .S .  did not attempt an absolute victory over the 
northern republic. As long as U .S .  involvement stayed 
within the bounds of the "sub-strategic" doctrine which 
the British had brainwashed General Maxwell Taylor 
into regurgitating, Soviet policy of thermonuclear-war
avoidance predominated. However, this sort of substi
tution does not operate above such "thresholds ."  If  a 
substantial geopolitical threat is attempted against the 
global defense capabilities of Soviet power, the Soviets 
will respond totally-for reasons elaborated adequately 
enough by Niccolo Machiavell i .  The fundamental prin
ciples of military science dictate this to be the case, as 
Mountbatten and I ISS reflected that set of military
science ABC's .  

The kooks refuse to face the facts in the matter. 
Rather than give up delusions discredited in two world 
wars and during the Napoleonic wars earlier, Kissin
ger's kooky patron will stumble blindly ahead, insisting 
that their deluded rewarming of the discredited "cabinet 
warfare" doctrines of the eighteenth century represents 
an unshakeable truth, insisting that the Soviet command 
shares their own delusion on the matter. 

What kind of  a kook believes such suicidal non
sense? Precisely the sort of kook one finds wearing a 
hooded cape at a cult ceremony in the crypt of the New 
York Cathedral of St. John the Divine, or the sort of 
kook who joins in a fanatical singing of "God Save 
The Queen" out of pure hysteria, in the wake of a 
session of the Yale Political Union .  
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New trade deals  

COST PRINCIPALS 
$5.5 bn Argentina and Pa raguay 

$200mn I raq from Italy 

$ 2 1 .4 mn Mexico from France 

$ 1 2.6mn Iraq from Switzerland 

Several U .S.A. from France 

millions 

$3.4mn Saudi Arabia from U.K.  

$2.2mn China from U.S.A. 

$2bn Venezuela and Brazil 

$ 1 .2mn Libya from U.S.A. 

(phases 1 
and 2) 

Abroviationl: • StatuI: 
U = Undetormined 
NAp = Not applicable 
NAv a Nat available 

I == signed, work in progress 
I I  = signed, contracts issued 
III = deal signed 
IV = in negotiation 
V ., preliminary talk. 

PROJECT /NATURE OF DEAL FINANCING STATUS 

The two countries have signed contracts for $420mn International " 
toward the construction of a hydroelectric dam on their l o a n s  a n d  

Pa rana River border. matching loans 

f r o m  W o r l d  

Bank and I nter-

American 

Bank. 

Nuovo Pignone, the energy-engineering subsidiary of ENI, NAv. " 
will  supply Iraq with gas-processing systems, including 

infrastructural equipment. 

Construction Mecanique wil l  provide 35 pump aggregates NAv. I 

for the Cutzamala industrial project in Mexico. 

The Zurich-based civil engin .. ring firm Sy Deco won a NAv. I 

contract for work on four  agricultural training colleges 

and del ivery of prefabricated building elements. 

Boeing ordered 600 emergency visualisation systems far NAv. I 

its 757 and 767 airl iners from the French SFENA. 

H.  H .  Robertson won orders for the delivery of building NAv. I 

cladding systems to thr .. major construction systems. 

Burroughs Corporation received orders for data process- NAv. I 

ing equipment to be used by China's Foreign Trade 

ministry. 

The two countries are negotiating a trade package NAv. '" 
involving cooperation/exchanges in  st .. I ,  low-cost hous-

ing, agriculture, geological prospection, transmission ca-

bles, etc. 

United States Fi lter Corp. and McGaughy, Marshall  & NAv. " 
McMil lan won a multi phase contract for a new urban 

development project in  Libya. 



H ouse majority leader blasts 
high interest rates 
Speaking before the National As
sociation of Home Builders' "hous
ing economic summit" on Nov. 7, 
House majority leader Jim Wright 
(Tex .) strongly attacked the Feder
al Reserve's tight money policy as 
"a narrow, shortsighted, disprov
en, thoroughly discredited eco
nomic theory, that the way to con
trol inflation is to raise interest 
rates . . .  a policy which, if not al
tered, is going to drive this econo
my into the ground, needlessly, 
foolishly, counterproductively ." 

The housing summit was called 
by the Home Builders, specifically 
in response to Federal Reserve 
Board Chairman Paul Volcker's 
hike in interest rates in mid-Octo
ber . The H o m e  B u ilders  were 
among the first to attack Volcker's 
policies as detrimental to the na
tion. They invited to their summit 
congressional spokesmen who have 
expressed concern or opposition to 
the Volcker policy, such as Senators 
Lloyd Bentsen (0-Tex .) and H arri
son Williams (D-N .J.) .  Both at
tacked the Volcker policies but nei
ther were as forceful as Wright . 

W right especially attacked the 
Federal Reserve Board's insulation 
from political and economic reality 
in the United States, "These people, 
not elected by anybody, well mean
ing men, no doubt, but people of a 
limited scope and highly circum
scribed opportunity for observa
tion of America, have the power, 
those  on t h e  Federal  Reserve 
Board, utterly to set at  naught the 
careful and deliberate decisions 
made by the people's elected repre
sentatives in the Congress and yes, 
indeed, by the President of the 
United States . . . .1 almost gained 

Congressional 
Calendar 

the impression that those in the 
Federal Reserve Board were deeply 
disappointed when a month ago the 
unemployment figures did not re
veal an increase in unemployment. 
I think their reaction was 'what do 
these people think they're doing? 
What on earth is wrong with this 
economy? Why doesn't it respond? 
We'll show them' and, by God, they 
di d .  They raised i nterest rates 
again.  And now perhaps they are 
happier because we have seen a 
small increase in unemployment. 
There is no more intellectually ber
eft theory in America today than 
the philosophy which teaches that 
the only way you will controll infla
tion is by bringing on a recession ." 

Wright called on the President 
to "jawbone" the Fed into lower 
interest rates, and for the United 
States to reduce its dependence on 
imported oil .  

S enator asks ICC to wait on 
trucking deregulation 
Senator Cannon (D-Nev.) ,  chair
man of the Senate Commerce Com
mittee which is overseeing the issue 
of trucking deregulation, has asked 
the Interstate Commerce Commis
sion to desist from making any reg
ulations that would begin to dere
gulate the industry until Congress 
acts on the matter. 

In an Oct . 22 speech to a confer
ence of the ICC, Senator Cannon 
declared: "There are three basic 
policy decision that the Commis
sion could make that would jeop
ardize the legislative process. These 
are actions I would encourage the 
Commission to avoid before the 
Congress acts. First I urge you not 
to propose any policy changes that 
would be irreversible. Second, I 

would urge you not to adopt policy 
that treats any particular section of 
the motor carrier industry differ
ently than the rest unless there are 
e x c e p t i o n a l  s o u n d  r e a s o n s .  
Third . .  . 1  would urge the Commis
sion to avoid implementing any 
policy that would create such a 
backlash that Congress would be 
prevented as a practical matter 
from agreeing with the Commis
sion on the merits ." 

In exchange for the ICC not 
taking any action prior to Congres
sional moves on this issue, Cannon 
promised that his committee would 
have some form of legislation ready 
by June 1 .  

The Senate committee has held 
numerous hearings in Washinton , 
D . C .  and around the country on the 
issue and plans further hearings 
N ov .  1 6  ana 1 7  in Chicago and 
Dec . 3 in Reno, Nevada. After the 
Christmas recess the committee 
plans to begin drafting legislation . 

The H o use I nterstate Com
merce Committee plans hearings in 
Washington, D.C. after the first of 
the year . Sources on the Senate 
Commerce Committee report that 
the Senators on the Committee 
have been unusually silent on this 
issue, not wanting to publicly com
mit themselves to a policy of truck
ing deregulation. 

$ 88 billion synfuels bill 
passes Senate 
President Carter's $88 billion syn
thetic fuels legislation passed the 
Senate on Nov. 8 an d is now headed 
for a tough fight in the House-Sen
ate con ference. The House is ex
pected to fight for a much smaller 
synthetic fuels program . 

The bill passed essential ly in-



tac t ,  desp i te the  attem pt of  a 
strange-bedfellows coalition of lib
erals and conservatives to substan
tially water the legislation down . 

The final version of the legisla
tion authorizes $20 billion to be 
spent over the next five years to 
initiate a number of synthetic fuel 
plants, with the remaining $68 bil
lion to automatically go into effect 
in 1985 ,  unless Congress objects at 
that point. The money will be ad
ministered through an energy se
curity corporation under the aegis 
of the Treasury, since funding will 
be outside of regular department of 
energy ' appropr iat ions ,  coming  
from new revenues such as the 
windfall profits tax. 

The major showdown on the 
legislation came on Nov. 7, when 
the Senate was offered the option of 
subst itut ing  a Senate Banking  
Committee version of the legisla
tion for the $88 billion Senate En
ergy Committee version . The Sen
ate Banking Committee version,  
backed both by liberal William 
Proxmire, chairman of the commit
tee, and conservative Jack Garn, 
ranking Republican on the com
mittee, would have authorized only 
$3 billion for start-up projects 
through a variety of tax credits and 
purchase guarantees, rather than 
through the establishment of an en
tirely new entity. 

The Banking Committee bill 
was endorsed in an earlier press 
conference by a coalition of liberal 
and conservative senators, ranging 
from Colorado Democrat Gary 
Hart to North Carolina Republican 
Jesse Helms; it was also endorsed 
by various environmental groups 
and by large corporations. 

Speaking in  support of the 
banking committee version, Jake 
Garn (Utah) pointed out that, not 

only will billions of dollars be spent 
by 1 990 without the production of 
a single drop of commercially-usa
ble fuel, but that the production 
demands placed on the U .S .  econ
omy by the projected construction 
w i l l  b e  i m p o s s i b l e  to m e e t . 
"Achieving a production level on 
the order of the announced admini
stration goals could require 50 per
cent of the total existing capability 
of the (construction) industry . . .  we 
will need 1 9,000 more professionals 
than there will be (in 1 985) . . . .  Of 
the firms that engage in the design 
and construction of manufacturing 
process plants, only 2 1  contracted 
for work in 1 978 have a total accu
mulated dollar value near the level 
required by one large commercial 
synfuels project. 

Despite such appeals, the bank
ing committee amendment lost by 
a vote of 37 to 57, and the entire bill 
easily passed the Senate the next 
day. 

However, the Senate version 
differs subStantially from the Hous
eversion. The House bill is similar 
to the Senate Banking Committee 
amendment, authorizing only $3 
billion in loan guarantees, tax cred
its and purchasing agreements and 
dispensing with the energy security 
corporation .  A Senate source con
fided that the bills are so totally 
different, that the House may refuse 
to go into a joint House-Senate 
conference and, claiming that it is a 
completely different bill, send it 
back  to  committee .  

SALT passes 
Senate committee 
By a vote of 9-6, the Senate Foreign 
Relations Committee reported the 
SALT II treaty out to the whole 

Senate, laden with "understand
ings" in the first, second and third 
degree, but without any of the so
called killer amendments which 
might have jettisoned the whole 
treaty process .  

The vote was relatively close for 
what is considered one of the more 
liberal committees in the Senate, 
and presages rough going on the 
floor. Republicans Jake Javits and 
Chuck Percy joined the Democrats 
in voting for the treaty, while Dem
ocrats John Glenn (Ohio) and 
Richard Stone (Fla.)-who began 
the Soviet troops in Cuba tempest
in-a-teapot-voted against with the 
remaining Republicans including 
Senate minority leader and presi
dential contender, H oward Baker . 

Administration seeks floor 
action on hospital cost 
contain ment bill 
Several times in the last two weeks, 
the House Rules Committee post
poned scheduled votes to move the 
controversial hospital cost contain
ment bill out of the committee and 
on to the H ouse floor. Voting was 
postponed to allow the administra
tion time to lobby for support 
against a proposed amendment 
that would take out the mandatory 
aspects of the legislation.  

The bil l  would place a manda
tory limit on hospital costs after 
one year in which a hospital failed 
to meet voluntary limits .  The legis
lation could cause a collapse in high 
technology health care programs, 
as hospitals scramble to meet the 
expenditure limits by cutting new 
equipment purchases, research ef
forts, etc . 

-Barbara Dreyfuss 
and Susan Kokinda 
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M ethod = I nfo r m atio n2 
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