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From the Editor 

Within the space of less than a month, assassination attempts were 
made or uncovered against President Reagan, President Giscard of 
France, President Lopez Portillo of Mexico, and Prime Minister 
Gandhi of India. Clearly, this is more than a freak epidemic of "lone 
assassins." It comes at a time, moreover, when an unprecedented 
insurgency has mounted against Chancellor Helmut Schmidt of Ger
many, Giscard's closest ally and potentially one of President Reagan's 
as well. The best elements of the Western alliance, and those leaders of 
the Third World most dedicated to industrial progress and war
avoidance, are under the gun. 

Our Special Report this week, prepared under the direction of 
Counterintelligence Editor Jeffrey Steinberg, traces the escalation of 
political terror against these targets since Reagan's electoral victory, 
when the Socialist International announced an all-out campaign to 
destabilize him and his allies. It identifies the Socialist International's 
key assets, focusing on Libyan dictator Mq.ammar Qaddafi, on the 
support networks that have legitimized the terrorist M-19, and on 
organizations like Amnesty International, which did so much to 
impose the Ayatollah Khomeini on Iran. 

Our International section presents an intelligence picture of the 
Socialist International's effort to jacobinize France and 'submit Italy 
to a new Mussolini. 

In Economics, you'll find a detailed analysis of the Eurodollar 
operations behind the bulge in the U.S. money supply, and the 
illiquidity crises that prompted those operations. There is also an 
exclusive interview with U.S. Agriculture Secretary John Block, who 
outlines the administration 's growth policy. 
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A brave new world of 
financial decontrol 
by David Goldman 

Half a year ago EIR surveyed the argument of banking 
decontrollers that the world money markets were moving 
out of the control of any central bank, and that this 
presaged a terrible period of financial and economic 
dislocation .  The first quarter' s  monetary results show 
that this regime-the integration of the uncontrolled 
Eurodollar market with the domestic money markets
already prevai ls .  Already the American financial system 
is feel ing the effects of the transformation in a number of 
ways, the most immediate of which is  the present rapid 
increase in both long- anQshort-term interest rates . 

An accompanying graph sho,ws the behavior of the 
narrowly defined money supply ("M I B") during the past 
six months . Note the spectacular increase in  the growth 
rate since December 1 980, to a per annum rate of growth 
in the most recent four-week period of over 16 percent. 
Two aspects of this are important .  

First, the American economy avoided a sharp drop 
during the first quarter only because money supply grew 
out of hand . Despite the reported 6 .5  percent r ise in "real 
GNP," due to juggling of inflation indices and so on, 
and the 1 .4 percent r ise in the March "index of leading 
indicators," based on oit price increases , the economy 
remained deadflat in the first quarter. To do so while the 
prime lending rate stayed close to 20 percent required an 
extraordinary volume of money-supply increase, to cir
culate a debt service bil l  that rose to above half of 
corporations' gross internal funds . EIR will analyze this 
in detail in an upcoming survey . 
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Second, the money-supply growth during the first 
quarter occurred while all domestic sources of money 
supply either fel l  substantially (bank loans) or remained 
virtually unchanged (total Federal Reserve credit, bank 
reserves, and monetary base) . For the first time, a major 
spurt in monetary growth came from the Eurodollar 
market.  Part of this showed up in  the first-quarter bank
ing numbers, in  the form of a $3 bil l ion rise in U .S .  
corporations' borrowing from foreign banks (mostly 
foreign offices of U .S .  banks) of $3  bi l l ion, while loans 
from U .S. banks fell $5 bill ion . M ost of the Eurodollar 
inflow, however, took: the furm of U .S .  corporate subsid
iaries borrowing abroad, sending the loans home via 
leads and lags in payments, for deposit in the domestic 
banking system.  

As it normally does, the Federal Reserve waited for a 
visible provocation-the rise in M I B-to lower the mon
etary boom.  Attacks on the Fed's  monetary course by 
Treasury Secretary Donald Regan and Undersecretary 
Beryl Sprinkel amount to "a lot of support for a tough 
monetary policy from the administration," a former 
Treasury Secretary told EI R. 

The markets have taken the message clearly, in any 
event .  M ichigan Bel l ' s  failure to market more than two
fifths of an April 28 $250 mi ll ion bond issue at a record 
1 53/4 percent interest rate, and the April 29 move of 
major banks to an 1 8  percent prime rate, are the begin
ning of an interest-rate run up which will take the prime 
rate above 20 percent within the next two months, and 
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possibly much higher . Barring a change of heart over 
monetary policy at the White House, this new round of 
tightening will sink the economy before the end of the 
second quarter. 

Otherwise, Treasury Secretary Donald Regan has 
revised the legend of the l i ttle Dutch boy, and placed 
dynamite against the leaky dike. In testimony before the 
Senate Banking Committee April 28, Regan said, "The 
administration and the Congress share the responsibil ity 
to resist protecting the parochial interests of some insti
tutions. We must place greater reliance on market forces 
to determine the character and structure of our financial 
system ." This means that "at some point all the institu
tions must have the same powers to perform the same 
types of business . . . .  " 

Senate Banking Committee Chairman Jake Garn will 
block some of Regan's ideas, such as fish-in-a-barrel 
takeovers of troubled savings and loan institutions by 
commercial banks,  and especially takeovers across state 
lines. But he wants to remove present ceil ings on the 
interest rates that the S&Ls may offer on their deposits. 
In March the S&Ls lost a record $2.7 bil l ion in deposits, 
mostly to the growing money market funds managed by 
brokerage houses, which invest (reserve free) in large
denomination, high-interest paper and offer substantial
ly higher rates of return . The Garn proposal (see Bank
ing) would help the battered S&Ls survive the new 
interest-rate escalation,  but transform them into adjuncts 

MONEY STOCK (M1B) 
AVERAGES OF DAILY FIGURES 

of the money market funds in the process .  
The Eurodollar flow,  unfortunately, works two 

ways.  Here is  how a former top American monetary 
official describes the predictable results of the banking 
deregulation now in progress: 

"What we have now is a free-for-al l .  Interest rates 
have been totally deregulated . In the U .S .  under the 
Monetary Control Act [of 1 980, rast year' s Reuss-Prox
mire banking deregulation bi l l] ,  interest rates are now 
being shuffled around by everybody and his brother . As 
it stands now, the commercia l  banks can do whatever 
they want with interest rates, and they can do whatever 
they want with i nflation, which is behind the interest
rate problem, because they are making loans around the 
world and moving money around at a very inflationary 
rate. 

"Furthermore the banks ar� now moving to do 
whatever kind of banking they want around the coun
try . And the entire financial system is being shifted 
internationally . We' re undergoing a minor revolution in 
finance. 

"For example, the recent mergers of Bache into 
Prudential Insurance and Shearson Loeb Rhoades into 
American Express wil l create new types of financial 
institutions whose impact on  the money markets will be 
imponderable. Think of the amounts and sorts of funds 
they will be able to move around. These new parameters 
will create outlandish fluctuations in interest rates here 
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The accompanying graph. provided by the 
St. Louis Federal Reserve Board. shows a 
doubling of the rate of money-supply 
growth starting in December. 1980. On 
May I. the Federal Reserve announced a 

further $4.2 billion rise in the money 
supply ( M I B) for the latest reporting 
week. extending the trend. The money
supply explosion is a "perverse effect" of 
high interest rates; it has created a self
ferding spiral characterized by rising 
credit costs and persistent increases in 
money supply. On May I. Irving Trust of 
New York raised its broker loan rate to 
201/2 percent from 18 percent. signaling a 
probable advance in the prime to at least 
21 percent. 
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and abroad." 
The speaker, who was in  financial press headlines 

during a 20-year official career, decl ined to be identified, 
but the j udgment is by now fairly commonplace. Apart 
from the impl ications for market instability, the impor
tance of this structural shift has not been lost on banking 
officials who are concerned with the l iquidity of the 
international markets. However i l l iquid the domestic 
money markets are, the Eurodollar market they are 
merging into is less liquid still, due to the enormous 
deficit position of  the non-oi l-producing developing 
countries. This is estimated at between $60 bi l l ion 
(OECD) and $ 1 00 bil l ion (Bank of America) for 1 98 1 ,  
and requires massive new financing for countries whose 
total external debt, public and private, now exceeds 
$500 bil l ion. 

The Group of 30, an economists' and bankers' panel 
chaired by former I nternational M onetary Fund man
aging director Johannes Witteveen,  is about to release a 
study of the Third World debt problem. Witteveen told 

. a London press conference in  mid-April that the rise in  
U.S. interest rates endangers the finances of the develc 
oping countries, whose debt service rises by about $3  
bil l ion for every I percent rise in  interest rates. 

Warns Princeton University economist Peter Kenen, 
chairman of the Group of 30's Academic Panel, " I 'm  
surprised that a crisis hasn ' t  already broken out." "The 
key to the whole system,"  he adds, "is how a shock 
spreads through the interbank market," the half-tri l l ion 
dol lars of  short-term loans between banks at home and 
abroad. Kenen explained, "The Bank for In ternational 
Settlements · is  working on three scenarios. Fi rst, you 
can step in and deal with a moratorium on debt· 
payments at the country level , which the Bank for 
International Settlements now does [as in the case of  
the recent four-year rescheduling of Poland's  debts
D.G.]. Second, if some developing country is in real 
trouble, and, by implication,  banks holding its paper 
are in real trouble, you can go to the aid of the banks. 
Third, if some banks have made a bad mistake, you can 
let them take the consequences, and set the line at the 
interbank market,' ,' by preventing a collapse of  one 
bank from triggering a domino-style run of others. 

The Group of 30 economist concl uded, "The thing 
that makes any of these options work is to broaden the 
base of the interbank market , l inking up the domestic 
interbank market with the Eurodollar market. We prac
tical ly have a single interbank market now, and the 
linkup between Fedwire [the domestic electronic funds 
transfer system] and CHIPS [Cleari ng House I n terna
tional Payments System , the electronics funds transfer 
system for the foreign operations of New York banks] 
will make it a single market." 

On Oct. I, 1 98 1 ,  or sl ightly later, the Federal 
Reserve .expects to connect the domestic electronic 
funds transfer system into the international C H I PS 
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system, which now clears $ 1 80 bi l l ion per day. This l ink 
was the leading demand from regional banks, who 
demanded instant access to the international markets 
through the C H I PS computer in  return for acquiescing 
to the N:ew York banks' proposal for reserve-free 
" International Banking Facilities" onshore. This means 
that American regional banks,  savings banks,  and other 
newly deregulated institutions will be able to place 
funds overnight at h igher prevai ling rates in the inter
national market as easily as they can now invest in 
American short-term markets. 

The Treasury's deregulation plan effectively opens up 
over $/ trillion of u.s. banking assets to "broaden the 
base of the interbank market," per the requirements of 
the . Swiss-based Bank for International Settlements. 

A shift back to controls? 
British and American monetary planners are confi

dent that the monetary whirlwind they have unleashed 
has knocked down official French and West German 
proposals for a global reduction of interest rates . 
"Chancellor Schmidt and President Giscard want a 
controlled market," said the monetary official cited 
earlier, "but for the moment the free market people will 
win,  because we don't yet have the machinery to control 
these international markets. The international arbitrage 
and interest-rate fluctuations going on cannot be con
trolled. And as electronic funds transfer systems are 
expanded, the market will get more and more out of 
hand. They can ' t  control them. Eventually, however, 
Schmidt and Giscard are right-we will have to have 
some sort of central bank machinery put into place. The 
central banks will have to get control over the interna
tional markets." 

The deceptive feature of this discussion is that the 
decontrollers and the proponents of controls are the 
same people, i.e. , the Bank for International Settlements 
colloquium of central bankers. Some monetary officials, 
including former Federal Reserve Board Chairman 
Will iam McChesney M artin and ex-Bank of  Italy offi
cial Rinaldo Ossola, now argue for a return to some 
form of gold standard, in the form of a link between 
gold and the In ternational M onetary Fund's "basket 
currency," the Special Drawing Right. 

I nside the Reagan administration , a "gold lobby" 
formed in M arch on  the inspiration of proposals from 
the old "Siena Group" of economists, i ncluding supply
side theorist Robert M undell of Columbia University, 
I tal ian banker Ossola, and Securities Group economist 
Eugene Birnbaum (see EIR, March 24, 1 98 1 ). But the 
various controls plans offered by these economists, with 
the backing of the so-cal led supply-side group inside the 
Reagan admin istration (Jack Kemp, Treasury Under-. 
secretary Norman Ture, Assistant Secretary Paul Craig 
Roberts) , are disi ngenuous. They imply as a precondi
tion the type of market reorganization now under way. 
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Agriculture Secretary John R .  Block granted this exclu
sive interview to EI R Agriculture Editor Susan B. Cohen 
on April 23 in Washington ,  D .C .  as rumors multiplied 
about President Reagan's  yet-to-be-announced decision 
to terminate the grain embargo . Secretary Block, who 
had worked, talked , and fought for months publicly and 
pr ivately to have the ban l ifted, joined his "no comment" 
on  the matter with a broad smile that said almost as 
much as the enthusiasm and confidence with which he 
proceeded to discuss plans for expanded farm exports. 

Secretary Block, who has premised his strategy for 
restoring farm profitabil ity in part on expanded exports, 
was secretary of agriculture for the State of  I l l inois for 
three years before being appointed by President Reagan 
to head the Department of  Agriculture. A graduate of 
West Point ,  John Block is a successful farmer who built 
a 300-acre farm in southern I l l inois into a 3 ,OOO-acre hog, 
corn , and soybean operation . 

EIR: There's one question I have to ask,  and it 's one you 
expect: the press is fu ll of rumors that the embargo will 
be lifted tomorrow, and I must ask your views on that. 
Block: I just am not going to comment on the grain 
embargo issue today, Sorry . 
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EIR: As I said, it 's an obligatory question .  But what I 
real ly want to get into is the question of exports and 
export-market development broadly. That' s one of the 
things you've emphasized very strongly, and certainly 
your experience at the helm in I l l inois. makes you quite 
famil iar with the ropes in terms of export market devel
opment. What plans do you have for export expansion? 
I know you have an upcoming European trip, and maybe 
you could comment on that also . ' 

Block: Well ,  we have some very ambitious plans in terms 
of  expanded exports . We have a product in the United 
States that's competitive worldwide-our farm products. 
And even in our budget considerations, we've favorably 
treated commercial export  budgetary issues with more 
money to expand our efforts to sel l  our products .  And 
we're working right now-they need some greater de
tail-on some of the specific efforts we intend to make to 
expand exports ,  since j ust talking about that is not good 
enough . We need to produce, and we intend to work at 
producing in this area . And of  course the trip to Europe, 
to the World Food Conference, and then the subsequent 
meetings with some of the major members of the Euro
pean Common Market-realizing of course that the 
European Common M arket is our largest single custom-
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er when you put the countries all together, and we'll be 
talking over trade issues, trade considerations-is part of  
the overall effort to  do this .  But just part, because this 
world's big. We have big customers in the Far East and 
a very, very large customer on our southern border
Mexico. 

EIR: I wanted to discuss Mexico specifically . President' 
Reagan has taken the initiative to launch a new relation
ship with Mexico . There's an upcoming meeting with 
President Lopez Porti l lo,  and certainly agriculture will 
be very important there . I understand you wil l  accompa
ny President Reagan. 
Block: This i s  possible .  That is not absolutely certain . 
BtJt because of the agricultural exports to Mexico , and 
their desire to talk with us about future supplies of farm 
products, i t  may well be that I wil l  be with the President .  
But-at one time it looked l ike we had it all set but ,  

. because of the assassination attempt, now we don't know 
the timing and what kind of  a schedule we' ll work  out .  

EIR: I know the department has been participating in  
an interagency effort in  preparation for the  trip .  Have 
you made any specific proposals? 
Block: We're working with other agencies, but we have 
not presented any proposals to Mexico for them to look 
at. We're at the developmental stage right now. 

EIR: From discussions with colleagues in  Mexico , 
know that they're interested, in addition to food  imports, 
in the range of American farm-food technology and 
knowhow: 
.,lock: We definitely look forward to working closely on 
a mutual-exchange basis  with Mexico on technology in 
agr iculture, on common concerns o f  pests , insects ,  aJ;li
mal health-all are a major  concern to us because 'of 
their close proximity to our country and the great 
amount of trade between the two countries, the people 
that travel back and forth, the livestock that's transport
ed over the border. It 's very important that we work 
together on all of these different issues. 

EIR: The development of trade relations with Mexico 
can set the pace for a new type of  economic relationship 
with the developing sector countries . What ideas do you 
have in terms of broader Third World market develop
ment problems? 
Block: I think there' s a great opportunity in the devel
oping countries and in countries that are nearly devel
oped that have a ways to go. In Latin America we have 
many countries there that I think could be good cus
tomers of ours in future years. I n  the Far East we've been 
successful in developing some important markets-j ust 
as an example, Korea and Taiwan have been tremendous 
markets for us .  And there' ll be new ones'and more in the 
future. 
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EIR: What do you envision will be the main programs 
through which these will take place? PL-480 was focused 
on heavily because of the budget cuts-maybe you could 
situate PL-480 in terms  of the broader scope of  programs.  
Block: Well ,  our major  thrust will be for commercial 
markets, and we can accomplish this by our Foreign 
Agricultural Service efforts, our agricultural attaches, 

Secretary Block 

our trade offices that we have au
thority to open . I think  we have 
nine open now and we' re looking 
to open two more this year ,  and 
will continue to work these into 
our program of promoting ex
ports for the United States . 
Our emphasis on exports, as we 
work with the companies in the 
United States in an effort to get 
involved in sales abroad, is ac
companied by a government-wide 

effort'to reduce red tape and some of the regulatory 
stumbling blocks that exist, maybe not so much in agr i
culture, but in commerce and other places . We' re work
ing at the cabinet level , in close harmony and agree
ment-Commerce, U . S .  Trade Representative, Agricl!l
ture-all together trying to reduce these impediments to 
export trade. This in itself can get more companies 
involved in trading and selling abroad , and can be a 
major  factor in expanding our export markets . 

EIR: You addressed a meeting of  agribusiness people 
interested in the investment potential in  Nigeria .  Do you 
have any specific ideas in terms of the continent of 
Africa? Nigeria, of course, is a wealthier country, but 
many of  the other countries are in desperate need of food 
and farm production knowhow. 
Block: Well ,  some o f  these cases have to be treated 
differently . In some cases, such as Nigeria, I think we 
have a splendid effort between our Foreign Agricultural 
Service and the private sector in  our country-private 
companies jointly, going in there to work together to 
expand opportunit, ies to sell pur products. But they have 
an advantage, they are going to have the money to buy 
them . 

What you're pointing out is that there are countries 
that don't have. Under these circumstances our main 
thrust of expanding commercial exports is one thing, 
that's to create jobs in the United States to strengthen 
our economy. But for those countries that can't  buy, or 
can 't  easily buy, then we approach it with humanitar ian 
considerations as much as anything.  And PL-480 does 
provide some assistance there, and of course, through 
the United Nations funds and efforts, andprivate organ
izations .  But you're getting into something entirely dif
ferent there. It 's not something we' re insensitive to; 'we 
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EIR: Is there any thinking in the department now to 
consider these types of cases in terms of long-term invest
ment? That is, food investment, and agricultural infra
structure investment, in the context of a broad industrial 
development plan for the given country .  
Block: Well they do pose a long-term investment oppor
tunity for us .  We've done this in the past with countries 
that have ultimately become tremendous customers of  

I mentioned some; Korea, Taiwan are just examples, 
but there are many more. And some of the countries 
we're talking about cou ld fall into that category-coun
tries like this that started out under PL-480 assistance 
programs. And they developed an appetite for what we 
had to sel l .  We were able to strengthen their economies, 
they started some industrialization .  So it' s part o f  the 
overall plan and program .  It ' s  not so new, but we certain
ly recognize past successes and want to take advantage 
of them , and perpetuate future successes along the same 
lines. 

EIR: One of the things that comes up with discussion of 
market expansion in the Third World is the recently 
fashionable argument that Malthus was right ,  that 
there's going to be famine, that it is impossible to feed all 
these people. Certain ly American agriculture i s  l iving 
proo' f that Malthus was wrong . Do you see the Depart
ment as an advocate of Amer ican agriculture, taking an 
educational role in this light? 
Block: I think we wil l serve in an educational role. I 
think ,  almost to the man, the Department is going to be 
a walking, preaching evangeli st for agriculture, for the 
contribution the industry makes and can make to the 
future of the United StatC?s and other countries that need 
what we' re raising and, indeed , to the stability and peace 
of the world . This is a message we're going to be passing 
on at every opportunity . 

And I certainly don't buy the idea that we're going to 
have famine in a year or two, or three, or five, or ten . We 
could-anything can happen-but we could once again 
be buried in surpluses, too . So I think it's something that 
you can write about-you know, conjecture i s  easy to 
come by. But given stronger commodity prices, there's  a 
great amount of land in the world that can come into 
production; not that we have i t  al l .  We could bring some 
additional in ,  too . We're certainly not farming the 
United States nearly as intensively as Europe is farming 
their land,  or Japan, which in itself is telling us there's  a 
lot we could do if there was adequate incentive to do it .  
And we don't want to do it unti l the times comes, unti l  
the monetary incentive is there . But once it 's  there, we 
can rise to the occasion, and certainly wil l .  

EIR: That gets into another area you have emphasized 
greatly . Everyone was happy at the one bright spot in the 
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budget , agricultural research . Could you explain your 
views on the importance of agricultural research , why 
you felt  it was imperative to strengthen the budget in  that 
respect? 
Block: I think it 's important, s imply because here we on, 
one hand talk about the demands that are going to be 
placed on this production plant of ours in the United 
States-and I think they're going to be substantial . Like 
I said ,  we're going to be up to meeting those demands, 
but we need to plan ahead . And part of  planning ahead is 
having adequate research, developing new technolgies 
for seed , ferti lizer, machinery, equipment, production 
technology, as well as marketing technology, new uses 
for our products. I don't expect government to do it al l . 
But we need to do our share. 

Private industry has and wil l  continue to do a large 
amount of the research . Along this same l ine are the 
educational programs that come through our extension 
service . We talk about meeting these demands, but as we 
farm thi� production plant more intensively , we need to 
have better education and understanding on how to 
manage this production p lant so that we won't suffer 
excessive soil erosion, and losses, and in order to preserve 
it  for future generations .  The whole thing ties together, 
and that's one reason I feel it's essential to put emphasis 
on research and education: in order to be prepared to 
meet the demands of the future . 

EIR: My observation is that that is what has made 
American agriculture so unique:  the combined research/ 
education aspect of it ,  which, of course, the Lincoln 
administration set up .  I wonder i f  you have any thoughts 
on whether the success of  the Space Shuttle may help get 
the Landsat agricultural applications moving again? 
Block: I don't have any detail s .  I am aware of the very 
useful detai led information we could get from that . And 
I 'm also convinced that the successful space tr ip i s  going 
to add a new dimension that we haven' t  had in the last 8 
or to years in space . So it may give us al l  a boost here.  

EIR: The last question I would l ike to ask i s  your view 
on what you wi l l  do with the Department that's different .  
You are the first real production man th i s  Department 
has had for some time, and there are many people who 
are really counting on you .  
Block: I would prefer t o  leave that t o  al l the people that 
continual ly serve as critics of the United States Depart
ment df  Agriculture-as they should. My intention,  of 
course, is to safeguard the broad interests of  agr iculture 
in the halls of government, and promote and work for 
prosperity in (he agriculture industry, and serve as an 
effective advocate of agriculture .  Someone else is going 
to have to be the j udge . 

EIR: Thank you very much.  
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Warfare over oil prices 
Unless demand increases, reports Judith Wyer, the 'glut' can mean 
triage of refineries and some producers. 

Speaking before a closed-door seminar last week at 
Harvard University ,  Saudi Arabian Oil Minister Ahmed 
Zaki Yamani forcefully reiterated the message he came 
to the United States to deliver: world oil prices must 
come down. Yamani told a select audience of bankers 
and oi l  company executives in no uncertain terms that 
Saudi Arabia intends to revive world consumption of oil 
by forcing down oil prices . 

A source present at the meeting reported that Yamani 
insisted that Saudi Arabia intended to use its massive oi l  
producing capacity to pressure OPEC to lower contract 
price of crude from as h igh as $40 a barrel to Saudi 
Arabia's $32 a barrel price. "Yamani wasn't kidding 
around," observed the source.  "What he is asking OFEC 
to do, i t  has never done before; we've seen some shaving 
of surcharges, that is  going on now. But never has the 
cartel actually lowered contract prices. Y ama�i thor
ough ly believes he can stimulate world demand of oil by 
this maneuver."  

The response from Wal l  Street to  Yamani 's  bid to 
stimulate an industrial recovery was not the enthusiasm 
one would expect . Within 48 hours of Yamani's speech, 
a number of New. York oi l  analysts were retai l ing the 
evaluation that Riyadh's bid to stimulate world oi l  de
mand by lowering prices had little chance of  success .  

This was  underscored by a move by  several large 
banks to raise interest rates again . 

I t  is no coincidence that right at the point when oi l  
prices began their descent, Federal Reserve Chairman 
Paul Volcker, in tandem with the largest American 
banks, decided to take the l id off interest rates . The 
renewed climb of interest rates wil l  act to dampen any 
prospects for stepped-up oi l  demand, by preventing bad
ly needed capital formation for expanded industrial and 
agricultural output . 

The interest-rate boost is aimed at steering Saudi 
Arabia's policy of record h igh production in a direction 
diametrically opposed to stated Saudi  objectives. Volek
er's action is motivated by a policy articulated by the 
New York Counci l  on Foreign Relations Project 1980s 
studies, which calls for a "certain amount of controlled 
disintegration" of the world economy-studies Volcker 
helped to coordinate .  The CFR report i s  a blueprint for 
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a postindustrial society .  Volcker and his allies in the 
boardrooms of  the multinational oi l  companies plan to 
rationalize vast sections of both the oil-producing sector 
and sections of the so-called downstream oil process 
business .  This plan is based on keeping world oil con
sumption depressed while Saudi Arabia continues to 
export record high levels  to expand the glutted oil mar
ket. Under these circumstances , massive rationalization 
can take place. 

The element of risk 
According to the strategy spelled out by Yamani ,  

Saudi Arabia w i l l  maintain i t s  record level of o i l  exports, 
now at about 1 0. 3  mil l ion barrels a day ,  in order to 
flood an already glutted world oil market. With current 
demand continuing to slide, Riyadh calculates that it 
can force i ts fel low OPEC producers to cut prices, if 
they want to continue to sell crude. 

But if  oil demand does not take a substantial upturn, 
Saudi Arabia could be in trouble. A source at a Solo
mon Brothers investment bank observed, "There is an 
element of risk in what Saudi Arabia is trying to do.  If 
it continues to pump out all that oil into a gluted 
market, and demand stays flat, then a number of OPEC 
countries that can't afford to drop oil i ncome will be 
hurting . They are going to resent what Saudi Arabia i s  
doing. They could get behind Libya and make trouble 
for Saudi Arabia. The whole thing could get very messy. 
Countries like Indonesia, Nigeria, and Algeria with 
large populations and ambitious development plans 
would be in  big trouble ."  

A number of influential New York bankers echoed 
this bloodcurdling scenario .  Circles close to the U.S .  
Federal Reserve predict that Indonesia, Nigeria ,  Ecua
dor and Algeria would be eliminated as oi l  exporters . 
This idea coheres with the policies of the Global 2000 
study originated by the Carter administration and now 
supported by Secretary of State Alexander Haig and 
Voleker, policies that aim to eliminate 2 billion people 
from "the overcrowded earth" by the year 2000. Indo
nesia and Nigeria, which jointly have a population of 
well over 200 mill ion people, are special targets of this 
brutal genocidal policy .  They are also critical catalysts 
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for the development of Southeast Asia and black Africa . 
The World Bank has already begun to pressure 

Indonesia to make painful cuts, including eliminating 
all fuel subsidies in order to "prepare for the future loss 
of its oil markets . " 

Both countries are engaged in massive natural gas 
projects to supplement future income as oi l  revenues 
wane. But a source with the Maryland-based Energy 
Futures Group was pessimistic that they would meet 
their expected income from natural gas, since it is 
expected that fairly soon there wil l  also be an oversupply 
of natural gas, which could leave these countries with 
large debt service to pay on projects which wil l  not pay 
for themselves. 

A New York oil analyst warned that "if trends in 
the market continue along the same course, this could 
spark the breakup of OPEC. . . .  I don't  mean that in  
the way it is normally referred to in the New York 
Times, I mean that certain OPEC countries who aren' t  
as rich as  Saudi Arabia wi l l  simply break up under the 
pressure of diminishing oil income." 

Rationalizing refineries 
Within the oil industry in the industrial sector ,  the 

same process of j unking "unneeded" refinery and trans
portation capacity i s  occurring. This rationalization 
process is particularly striking within the United States 
which has had the greatest drop in oil consumption of 
any advanced country .  The current mothballing of 
refineries is putting the U .S .  economy into a mode 
which is aimed at ensuring that it  remains in a virtual 
zero-growth state. 

Over the last three years U .S .  oil imports have 
dropped from 6.6 mil l ion barrels a day to the six-year 
low of 3 . 8  mi ll ion barrels a day. Even discounting a 
small jump in domestic crude output and a modest 
conversionl to. coal and gas for power generation ,  the 
picture of U .S .  energy consumption is dismal . In the 
last year and half U .S .  gasol ine consumption has 
dropped by I I  percent. 

As a result of the depressed market for petroleum 
products, in  the last 12 months the American oi l  indus
try has seen a spate of r�finery shutdowns .  As of April ,  
336,000 barrels per day of refining capacity was on the 
auction block. Though this is sti l l  a smal l  percentage of  
the total of 1 8 . 5  mil l ion barrels a day of U.S .  refining 
capacity, the closures are expected to continue. 

The London-based Petroleum Economist last month 
estimated that as many as 50 American refineries could 
permanently close because of the depressed state of 
American oil consumption .  The total number of Amer
ican refineries is just over 300 .  The bulk of the closings 
are expected to occur in the Gulf of Mexico area, since 
these refineries were built before the Nixon administra
tion l ifted the oil import quotas in 1 97 1 ,  and were 
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geared to take high-quality Texas fight crude. 
The American Petroleum Refiners Association re

ports that 1 0  of its 60 members have shut down their 
refineries. Whether the closures are permanent i s  not yet 
certain . Clearly American refineries need a rebound in 
oil demand as badly as does Saudi  Arabia .  

Now that the  Reagan administration has  decon
trolled all domestically produced crude prices, and 
removed all subsidies to independent refineries, they can 
no longer realize a profit. With petroleum product 
inventories brimming and nobody buying, they had no 
choice but to close up shop. Last  month U . S .  refinery 
uti lization had dipped to a record low of 67 percent .  

Un like the smal l  refineries, the major oil  companies 
have the profit margin to rationalize some of their own 
refinery capacity and convert much of the remaining 
capacity to disti l l  low grades of crude, known as heavy 
oi l .  

A number of major oil  companies have registered 
either substantial decli nes in profitabi lity for their refin
ing and transportation  operations  or even a loss for the 
first quarter of  1 98 1 .  Most dramatic was Standard Oil 
of  Indiana, which showed a loss of $208 mil l ion in its 
downstream division . But what the headlines failed to 
report was that after decl in ing profits or losses in  this 
area of the total operations,  profits otherwise continued 
to climb .  The major  oil companies can in fact write off 
their losses again st other more profitable ventures in  
their integrated systems . 

Up to $60 bi l l ion wil l  be invested by the majors in  
retooling their refineries to take heavy oi l .  Gulf  Oil 
recently announced that it would put up $500 mill ion 
for such reconversion while it  i s  also studying the option 
of mothballing more refineries .  In recent months Gulf 
has shut down two refineries in  Toledo, Ohio and 
Venice, Louisianna .  Chevron Oil i s  now studying the 
prospects for rationalizing some of its refining capacity, 
and like Gulf, has a lready invested hundreds of mil l ions 
for conversion  of California refineries to disti l l  heavy 
oi l . Atlantic Richfield recently shut down four refiner
ies, and Sun Oil j ust put two of its Texas refineries up' 
for sale. 

The multis' rationalization policy i s  coherent with 
Federal Reserve Chairman Paul Volcker 's  program to 
force consumption cuts . By moving aggressively into 
heavy oil, the major oil  companies are adopting a policy 
j ust as wasteful as the fanciful  fl ight i nto exorbitant 
synthetic fuels .  Not only is it a needless expense to 
reconvert refineries to take this s ludge, but the refining 
cost is also much higher than refining crudes within the 
medium and l ight range of viscosity. 

The smaller refiners cannot afford this expensive 
conversion process .  They, l ike the rest of the American 
economy, could only benefit from the pledge Sheikh 
Yamani made last week .  
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Science & Technology 

NASA and fusion energy program 
still on the budgetary hit list 

by Robert Zubrin 

Despite the tremendous national enthusiasm generated 
by the success of the Space Shuttle, the end of April saw 
the budgets for the National Aeronautics and Space 
Administration (NASA) and fusion research sti l l  very 
much up in the air, with an imminent prospect ofpossible 
cuts in these areas to funding levels wel l below even the 
meager amounts doled out by the Carter administration . 

The Democratic-controlled House Space'Science and 
Applications Subcommittee under the leadership of  Rep . 
Ronnie Flippo ( D-Ala.) has already marked up the 
NASA budget without restoring a cent of  the $600 
mil lion that Office of Management and Budget (OM B) 
Director David Stockman cut from the Carter NASA 
recommendations .  

Instead, Flippo's  committee opted to simply rear
range enough small change below the Stockman ceil ing 
to keep some of  NASA's space exploration programs 
alive on paper. The House Energy Research and Produc
tion Subcommittee, headed by Rep. Marilyn Lloyd Bou
quard (0-Tenn .) ,  has similarly capitulated to budgetary 
austerity by merely adding on $ 1 5  mil l ion to Stockman's 
$460 mil l ion for fusion, arriving at a figure wel l  below 
the barely adequate support level of  $525 mi l l ion origi
nally recommended by Carter. According to various 

. fusion special ists, this $50 mil l ion cut would basically put 
the whole program "on hold" ; it deletes the funds re
quired for construction of new, larger test machines for 
more advanced experiments . 

On the Senate side, things look only s lightly better. 
The GOP-controlled Senate Science, Technology and 
Space Subcommittee, led by former astronaut Harrison 
Schmitt (R-N . M .) ,  voted in a nonbinding resolution on 
March 15 to restore $ 1 78 mi ll ion of  the NASA cuts. 
Since that time, however, Schmitt has come under strong 
OMB pressure to go along with Stockman's austerity 
policy, under the guise of  "unity behind the President ."  
Aides preparing the committee' s budgetary options say 
it is now an open question how much Schmitt wil l  
attempt to restore when the committee concludes its 
actual markup by M ay 1 5 .  The prospects for even the 
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$ 1 78 mil l ion restoration are said to be remote . This either 
puts into question or postpones NASA's participation in 
the Solar Polar mission, the Hal ley' s  Comet mission, the 
Venus Orbiting Imaging Radar, and the Solar Electric 
Propulsion System, to say nothing of aborting any step 
toward such projects as a large permanent space station,  
fusion-powered rockets ,  or an unmanned Mars landing 
and return . 

The Senate Energy and Natural Resources Commit
tee headed by James McClure (R-Id . ) ,  and its Energy 
Research and Development Subcommittee, whose chair 
is Peter Domenici (R-N . M .) ,  have already agreed to 
accept the $ 1 3  bi l l ion overal l  cei l ing recommended by 
Stockman on energy spending. They have not yet agreed 
on any specific apportionment of those funds .  Last year , 
both McClure and Domenici were cosponsors of  the 
McCormack act which, as  passed and signed into law, 
established a major  program to build a fusion test reactor 
by 1 990 and develop commercial fusion by the year 2000. 

Many fusion partisans are hoping McClure and 00-
menici will use their control over this $ 1 3  bi l l ion to 
restore at least the $65 mi l lion Stockman deleted from 
Carter 's  fusion budget by taking it from the approxi
mately $ 10 bi l l ion Stockman has allocated for non-nucle
ar energy programs .  Domenici has s"cheduled hearings 
before his subcommittee for Apri l  30 through May 9 .  
Testimony wi l l  come from Alexander Glass of KMS 
Fusion and Harold Agne� of General Atomic, formerly 
of Los' Alamos Lab, among others . Both Glass and 
Agnew are certain to strongly advocate restoring the 
fusion budget . Should Domenici decide to restore the 
funds,  h is chairmanship of the Senate Budget Committee 
will enable him to make the decision stick . 

H owever, i f  Domenici does not come through , the 
prospects for fusion do not look good. With the post of 
White House science adviser sti l l  vacant, administration 
science pol icy is effectively being made by David Stock
man's assistant O M B  director for energy, science and 
technology, Fred Khedouri .  Khedouri ,  whose wife i s  a 
"soft energy" aide to arch-environmental ist Congress-
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man Richard Ottinger (D-N .Y .) ,  has c�l led the Mc
Cormack act "a lot of baloney on a piece of  paper" (see 
below) . "Just because they authorized the money doesn't  
mean we have to ask for it i f  we don't want to ,"  Khedouri 
muttered . 

I t  would be ironic if President Reagan, who in his 
April  28 speech before Congress pointed to the Shuttle 
as an inspiration "to reach beyond the commonplace and 
not fall short for lack of creativity or courage," should 
allow his science pol icy to continue to be determined by 
voices such as these . 

The following interview with Fred Khedouri. the A ssistant 
Director of O MB for Energy. Science. & Technology. was 
made available to EIR by an investigative reporter. 

Q: I und�rstand that the purpose of the budget cuts is to 
stimulate the economy. The other day Senator Heflin [0-
Ala.] quoted Chase Econometrics as saying that every 
dollar spent on NASA has produced a $7 return in 
economic growth . Wouldn't it be more consistent with 
the recovery goal to expand NASA's funding, instead of 
cutting it? 
A :  Using that logic, you might as well put the whole 
budget into NASA. There is a l imit .  

Q: But in light of  the success of the Shuttle, hasn't there 
been any move to reconsider and restore the NASA cuts? 
A: The Shuttle is adequately funded. We didn't cut 
anything from that. 

Q: Not from development, perhaps; but how about for 
operations? There are many people who want to 'use the 
Shuttle to build space �tations, and other missions. 
A: Look,  the fact that the Shuttle flew once and landed 
is meaningless. Working once is one thing, but the real 
test will be when we see if the Shuttle works thirty, forty 
or fifty times . You have to get a sense of what the 
refurbishment costs will be, which can only come after 
many, many test missions, before we start any big proj
ects using the Shuttle. So we' l l  j ust have to wait. 

Q: What about the cuts you've made in future energy 
supplies l ike fusion? 
A: We only did minor reductions in fusion .  

Q: But wasn't there a bi l l  passed last year that mandated 
ail increase in fusion funding? 
A :  You mean that McCormack bi ll? Well j ust because 
they authorized the money doesn' t  mean we have to ask 
for it i f  we don't want to. That bill was one of these Mike 
McCormack things where you put a lot o f  baloney on a 
piece of paper and expect it to translate into break
throughs . That bil l was useless . It didn't add a thing to 
our knowledge. 
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Banking by Kathy Burdman 

Volcker and variable mortgage rates 

Mortgage deregulation will make homebuying unaffordable to 
the average family in the United States. 

The landmark rul ing by the Fed
eral Home Loan Bank Board this 
week deregulating mortgages and 
eliminating all ceilings on mort
gage interest rates could mean the 
end of the American dream of home 
ownership .  

As of  Apri l  30 ,  the traditional 
fixed-rate American mortgage is  
dead, according to a source at the 
Regan Treasury . 

Increasingly, the fixed-rate 
mortgage, in  which the home buyer 
gets a guaranteed fixed interest rate 
for the 20- to 30-year l ife of  the 
loan, wil l be replaced by the new 
"alternative mortgages," which the 
Home Loan Bank Board's ruling 
now al lows all federally chartered 
savings and loans to make. 

The new regulations specifically 
permit savings and loans to offer an 
instrument called an "adjustable 
mortgage loan ," which is  a version 
of the variable rate mortgage 
(VRM) .  Payments rise or fall ac
cording to an index mutually cho
sen by borrower ahd lender, such as 
the rate for U .S .  Treasury bills . 

With VRMs ,  a rise in the index 
could be passed on to the borrower 
in one of  three ways: monthly pay
ments could rise, without l imit ;  
payments could stay the same, and 
the unpaid balance on  the loan 
could be increased; or the terms of 
the loan could be increased, up to 
40 years. The banks wi l l  be able to 
change the interest rate paid by the . 
home buyer as often as every six 
months. 
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The move could be a terminal 
blow to whole segments of  the U .S .  
homebuilding industry .  Already, 
the high interest rates forced on 
home buyers by Federal Reserve 
Board Chairman Paul A .  Volcker 
have shoved the average mortgage 
base rate up from 9 percent in 1 976 
to 1 4- 1 5  percent today. That fact 
alone has made home buying so 
unaffordable that one-thi rd of the 
members of  the National Associa
tion of Homebuilders went bank
rupt in 1 980 alone. 

Now, with variable rate mort
gages, the home buyer won't even 
be certain that 1 5  percent i s  al l  he' l l  
be paying over the 20-30 year l ife of 
the mortgage . I f  Volcker keeps 
pushing up rates, homeowners' 
payments on a mortgage taken out 
today could r ise in  a few years to 30 
percent or more.  

The U .S .  mortgage market wil l  
thus increasingly be indexed to in
flation and day-by-day market in
terest rates . This is akin to Brazil i
an-sty le indexation which under
states the real rise in inflation rates. 

The rise in new variable rate 
mortgages could be dramatic, as it 
was in the state of Cal ifornia,  which 
deregulated mortgages for state
chartered savings and loans in  
1 975 .  From 1 976 to the end of  1 980, 
fu lly 32 . 5  percent of  al l  new mort
gages written in Cali fornia were 
done as "California-style V R Ms ,"  
authorized to  be  revised as often as  
the lender chose, with no cei l ings 
whatever on interest rates .  

VRMs ,  which are wri tten only 
on one to four family homes,  are an 
even higher percentage of home 
mortgages, s ince the Cali fornia to
tals include commercial mortgages .  

As of  the end of  1 980, most 
V R M s  and other so-called alterna
tive mortgages outstanding were 
held in California .  Out of a nation
wide total of $ 1 9 bill ion in alterna
tive mortgages, some $ 1 7 .2  bi l l ion 
were in Californ ia .  

U nder the new Home Loan 
Bank Board ruling, al l  federally 
chartered S& Ls, which held 55 . 8  
percent of a l l  mortgages outstand
ing for a total of $276 billion at the 
end of 1 980, can now move to 
VRMs .  

The Board ' s  ruling was made to 
help S& Ls (who are paying an aver
age 1 6  percent for d,eposits but only 
earning an average 8 percent on 
mortgages held,) make ends meet . 
But while hiking up the mortage 
rate may make the S& Ls' books 
look better in the short run, in  the 
long run they' re j ust destroying 
their own market. 

Indexation "may make housing 
s imply unaffordable," Roy qreen , 
vice-presitlent of the U . S .  League of 
Savings Associations told EI R re
cently. " I 'm  not sure that housing 
will ever be competitive at 1 5- 1 9  
percent in terest rates. I don't  think 
the consumer can afford such rates 
for any length oft ime." 

And that is  the point .  The an
swer to the severe losses of $ 1 . 5 
bi l l ion and more expected by the 
savings and loans this year is  not 
deregulation of the mortage-Iend
ing side of  thei r balance sheet. This 
wi l l  only destroy the U .S .  home
building industry . Rather, the 
S&Ls should go after Fed Chair
man Volcker and his interest rate 
squeeze-now. 
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Foreign Exchange by David Goldman 

New central bank actions threaten D M 
The Swiss and the British have joined the Fed's 
'nonintervention ' and the push against Schmidt. 

Central bankers introduced new 
technical procedures this week as 
part of a coordinated operation by 
the Bank for International Settle
ments to keep interest rates h igh, 
and at the same time, closely moni
tor potentially sharp instabilities on 
foreign exchange markets .  The cur
rency that could weaken most rap
idly as a result of recent adjust
ments is the German mark. 

The measures were announced 
in rapid succession by the central 
banks of Switzerland, Britain ,  and 
the United States . In a speech be
fore the Swiss General Assembly on 
April 23 ,  Swiss central bank chief 
Fritz Leutwiler reported that the 
Swiss central bank will no longer 
intervene to support the exchange 
rate of the franc. This pol icy of  
"benign neglect" is modeled exact
ly on the announcement by the U .S .  
Treasury in early Apri l  that the dol
lar would only be supported by the 
Federal Reserve in the event of  an 
extreme political emergency . 

Meanwhile in London on April 
27 , the Bank of  England released a 
notice that a new reporting proce
dure has gone into effect for British 
banks. British financial institutions 
are now required to disclose their 
foreign exchange and .gold hold
ings as a percentage of their total 
shareholders' capital . 

New York' s  Jo,urnal of Com
merce, one of the only financial pa
pers to take note of the highly inter
esting London move, summarized 
the Bank of England's motivation 
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as follows: "Currency operations 
give rise to risks which, although 
not unique, are probably more pro
nounced than in other markets ."  

Following these measures, mar
ket analysts now view the deutsche
mark as the most suspect currency 
for 198 1-both for political and 
economic reasons .  

On the economic front, the 
Swiss move is  a direct affront to 
German'  financial stability. Leut
wi ler's decision to go with "nonin
tervention" puts an end to a years' 
long informal fixed exchange rate 
between the franc and the mark . 
Since the 1970s, top German com
panies increased their borrowings 
from Swiss banks in order to take 
advantage of lower Swiss interest 
rates . This led, in  1978 ,  to a "gentle
man's agreement" between the 
German and Swiss central banks to 
keep the parities of the two curren
cies within a narrow band of fluc
tuation, thereby eliminating any 
foreign exchange risk in these gen
erally medium-term credit deals .  

Giving some clues as  to why the 
Swiss are breaking up this arrange
ment, one Swiss banker based in 
New York asserted that the Ger
man economy is about to enter a 
serious structual tailspin .  Chancel
lor Schmidt, he claimed, has made 
too many concessions to the trade
union base of the social democracy, 
putting a heavy social cost on the 
German economy. Switzerland,  he 
noted, has no intention of seeing its 
currency go down with the mark; in 

contrast, Switzerland has an "engi
neerable" labor force, in which 
guest foreign workers can be sent 
home on short notice through the 
revocation of work passes. 

The JOC asserts that Swiss 
gnomes think the mark could drop 
as low as 2 .25 before year's end.  

Just as important as possible 
currency warfare against the mark 
is the central bank's commitment to 
strengthen German central bank 
chief Karl-Otto foehl ,  who has 
been heavi ly attacked by Schmidt 
for refusing to lower interest rateS. 
The moves to back up Poehl are 
being coordinated by the BIS.  

With their recent announce
ments, the Swiss and British are 
carrying out the gameplan of the 
BIS  to upgrade the power of central 
banks worldwide. The Swiss-Lon
don policy changes conform to the 
recommendations of the BIS Com
mittee on Banking Regulations and 
Supervisory Practices (also kn'own 
as the Cooke Committee, after its 
chairman, former Bank of England 
Governor Peter Cooke) to expand 
central bank powers, step by step, 
so that any Euromarket d isruption 
can be held up as an excuse to put 
international credit transactions 
tightly under BIS regulatory con
trol. Schmidt's recent forays 
against Poehl constitute an ongo
ing threat to the BIS that its grab 
for regulatory power could be 
thwarted by European leaders' po
litical intervention . 

In addition,  Swiss warnings of a 
mark downturn may prove ground
less. Reports that German compa
nies will be getting over $8 billion in 
annual capital-equipment export 
orders from the Middle East fol
lowing a Schmidt tour in Saudi 
Arabia mean the mark may hold its 
own despite BIS maneuvers . 
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Domestic Credit by Ricliard Freeman 

Toward permanent unemployment 

The U. S. jobless rate will take a sharp turn upward if Volcker 
raises interest rates just afew points more. 

No one has quite faced up to the 
fact that in the U . S .  in  1 980, the 
number of  workers with unemploy
ment duration of  more than 27 
weeks doubled from 1 979 levels .  As 
I documented in an earlier column,  
the rise in unemployment has been 
uneven, accentuating the shift to
ward the infamous "postindustrial 
society ." In  the last year, 700,000 
blue collar jobs were lost, while 
more than 1 . 3 m il l ion service and 
related jobs were added . 

Volcker's newly proposed tight
ening of credit means that greater 
unemployment is in store. Of the 
plans to handle this situation,  Dem
ocratic and Republican Party "ex
perts" plan to do nothing. 

This fantastic plan was recently 
aired by Ralf Dahrendorf, the head 
of the London School of Econom
ics . In  a paper he presented on em
ployment problems in the Ruhr in
dustrial region of  Germany, Dah
rendorf stated that the Ruhr region ,  
Germany's industrial heartland, 
will face a continued loss of heavy 
industry-steel ,  rubber, autos, and 
so on .  But, stated Dahrendorf, ac
cording to the April  2 1  issue of the 
Neue Zurcher Zeitung, the service 
industry in Germany has not dem
onstrated sufficient capacity to ab
sorb many of the unemployed in
dustrial workers there. What to do? 
Place the unemployed in  marginal 
industries, such as "communes, vic
tory gardens and other self-sustain
ing forms of  economic activity ."  

Dahrendorfs proposal reflects 
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a project underway in the United 
States . Bertram Gross, who has 
considerable clout among liberals 
in the Democratic Party, is a Hunt
er Col lege professor in New York 
City who helped write the 1 946 Full 
Employment Act.  He  told a report
er last week that Reagan's budget 
"wil l accelerate the shift toward the 
postindustrialization of America ,"  
which wi l l  "sh ift labor out of heavy 
industry into services," and "in
crease unemployment ."  

Gross was barely upset by this 
development.  He  stated, "It doesn ' t  
matter now . . .  ful l  employment i s  
now defined as a certain level of 
acceptable unemployment . "  

Then Gross stated , " In  Detroit ,  
the unemployment rate is I I  per
cent, but they have a black mayor 
so it's pol itically tolerable. I was 
just in  De�roit�it 's  terrible there, 
but I didn't see one riot; they don't  
have riots anymore .  U nemploy
ment is now tolerable ."  

Gross knows fu ll well that un
employed workers, whi le  tempo
rarily shipped into local self-help 
jobs, wil l  ultimately be used as an 
enraged social  riot force to push 
plans such as Lazard Freres invest
ment banker Felix Rohatyn ' s  call 
for a newly reconstituted "Recon
struction Finance Corporation ."  
This .plan, which got  large, cover 
story play from the May 4 issue of  
the Lazard Freres-controlled News
week magazine, would concentrate 
on regional or even city-wide "self
help employment shemes" in labor-

intensive industries. The R FC 
would issue bonds backed by the 
anticipated revenues of inner-city 
sweat labor . 

But this plan presupposes that 
unions that enforce adequate l iving 
standards for their members would 
have to be busted . Not so strangely, 
the seeming "conservative oppo� 
nents" of  l iberals like Ralf Dahren
dorf, Bertram Gross and Felix Ro
hatyn, are in complete agreement 
with the liberals that the first step is 
to create more unemployment. 

"There are on ly two ways to 
reduce wage inflation," stated for
mer Federal Reserve Board Chair
man Arthur Burns in an interview 
made avai lable to EI R in March. 
"The first method," Burns stated, 
"is severe unemployment and not 
for 3 or 4 months, but for several 
years .  The second method is wage 
controls or new legislation to weak
en the power of the trade unions . "  

Just as Volcker got h i s  credit 
tighten ing underway, the April 27 
Journal of Commerce picked up the 
same theme. In an editorial entitled 
"A Test of  Will" the Journal pre
sented arguments by General Mo
tors economist Marina Von Whit
man and Kidder Peabody econo
mist Sam N akagama that auto 
wages at approximately $ 1 l .45 an 
hour are 50 to 70 percent . above 
average U . S .  wages .  Auto wages 
must come down , they concluded, 
fol lowed by steel , rubber, and then 
other union wages . The Journal 
also urged that no U .S .  restriction 
on the import of Japanese autos be 
imposed, in  order to faci l itate the 
further destruction of  the already 
tottering auto industry . 

In the next few weeks, Fed 
Chairman Volcker plans to accom
modate both the "l iberals" and · 
"conservatives. " 
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World Trade by Mark Sonnenblick 

Cost 

NEW DEALS 

$ 1 5-25 bn . 

$ 1  bn.  

$1  bn.  

almost 
$ 1  bn.  

$7 mn.  
capital 

$75 1 mn.  

$ 100 mn.  
plus 

U PDATE 

Principals 

Japan from 
Indonesia 

Indonesia from 
Spain 

U . S . S . R .  from 
Argentina 

U . S . A .  from · 
Italy 

U . S . A . /  
Sweden 

Libya from 
Japan 

Nicaragua/ 
Libya 

India from 
U .S . A .  

U . S . S . R .  from 
Japan 

CAN CELLED DEALS 

$720 mn.  Australia from 
U . S . A . /  Japan 
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Project / N ature of Deal 

Pertamina h a s  signed 20-yr . contracts t o  export l iquified 
natural gas to two Japanese electric companies. Tohoku 
will buy 1 48 bn.  cu.  ft ./yr .  and Tokyo Electric, 20 bn. 

Expansion of the Dumai, Sumatra oil refinery, i nclud
ing 62,000 bpd hydrocracker. Contract signed with 
Technicas Reunidas and Centunion . They had been 
negotiating with Pertamina for a year on question of 
I ndonesian govt .  guarantees, which have been given. 

Soviets will import 80,000 to 1 00,000 tons of second
grade meat in each of next five years from Argentina.  
Financial Times sees it as "one of  the biggest meat deals 
between two countries ever concluded ."  Argentine steak 
eaters shun sausage-grade meat Soviets will buy. 

U.S.  Steel is  buying 20,000 tons per yr. Italian seamless 
steel tubing from Dalmine over the next five yrs. By 
that time, a tube-rolling mil l  U . S .  Steel is  buying from 
Dalmine will be rolling. 

H arnischfeger of M ilwaukee will  build new plant and 
engineering facilites near there for a new j oint venture 
formed with Sweden's ASEA.  Will design and produce 
industrial electrical control systems using ASEA tech
nology . 

Libya has contracted with Kobe Steel for a steel bar
wire rod mill, a section mill  in the M isurata steel 
complex . Turn key basis order includes such related 
facilities as sea water desalination plants. 

Accord signed between govts . April 25 provides for 
Libya to give Nicaragua $ 1 00  mn.  loan, guarantee all 
future oi l  needs, and invest in j oint venture agricultural 
projects . Nicaragua is providing 1 0,000 ha. for projects 
and offered Sandinista troop exports to Libyan desert . 

Indian govt. Dept. of Electronics has approved agree
ment for American Microsystems to supply technical 
knowhow to produce LSI circuits. State-owned Semi
conductor Corp . of India will use this technology to 
make circuits for electronic watches and computers in a 
new facility for producing broad line of circuits. 

Japanese steelmakers pressuring Japan's  Exim Bank to 
finance a 3 . 5  m n .  ton Soviet large diameter steel pipe 
order made in late M arch . Trying to bill them as 
"ordinary exports" separate from complex Siberia
Western Europe gas pipe deal . 

Alumax, the U . S .-Japanese Aluminum consortium, has 
formally withdrawn from smelter project in N ew South 
Wales. Broken Hi ll Properties, 45% partner in project, 
is seeking new partners to prevent total cancellation . 

Comment 

I nitial price rumored to 
be about $6 per 1 ,000 cu.  
ft. ;  will be indexed to 
crude prices . 

Spanish govt. Banco Ex
terior has offered $290 
mn. export credits; re
mainder l ikely to be oil  
export cash . 

Annoucement on eve of 
U . S .  l ifting grain embar
go calmed the Argentine 
worries about losing 
part of future grain ex
ports to Soviets. 

Contracts signed. 

H arnischfeger has j ust 
received $48 m n .  from 
Kobe Steel for stock and 
construction equipment 
patent rights. 

Kobe Steel will  run proj
ect from scratch through 
starup and training of 
local staff. 

Nicaragua is providing 
PLO with training camp 
at Puerto Cabezas. 

I ndian electronics com
.ponent industry output 
rose 25% last year to $ 1  
bn . ;  govt. promoting ex
pansion and computer
building; wants technol
ogy . 

Following M annesmann 
pipe sale method report
ed in EIR . Tokyo govt. 
still resisting deal due to 
sanctions.  

Alumax considered that 
smelter was economical
ly risky under present 
conditions.  
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Business Briefs 
» 

Monetary Strategy 

Arthur Burns to be 
ambassador to Bonn? 

The Reagan administration is rumored 
to be ready to name former Federal Re
serve Chairman Arthur Burns to be its 
ambassador to the Federal Republic of 
Germany. Burns is sometimes considered 
a "personal friend" of West German 
Chancellor Helmut Schmidt. However, 
in an interview appearing in EI R this 
March, Burns revealed that he has been 
working with Bundesbank President 
Karl-Otto Poehl against Schmidt.  The 
chancellor's effort to reduce world inter
est rates is "sil ly," stated Burns, who 
derided the chancellor's qualifications as 
an economic strategist. 

Burns is also a critic of  the Reagan 
economic program . The former Fed 
chairman has no qualms about Paul 
Volcker's high interest rates, but accord
ing to the New York Daily News, B urns 
told a fellow economist at the recent 
meeting of  the Atlantic Bridge group in 
Princeton that Reagan's supply-side ef
fort will fai l .  Asked why he does not go 
public with his critique, Dr. Burns ex
plained that the administration "will turn 
to me for advice when things fall apllrt ."  

U.S. Economy 

Commerce lies again 
with statistics 

The U . S .  Commerce Department, which 
last week cooked GNP statistics for the 
first quarter of  1 98 1  to make a flat quart
er look like an industrial boom, resorted 
to more legerdemain April 29 , when it 
announced that the index of leading eco
nomic indicators had surged 1 .4 percent 
in March . 

One of the 1 2  leadi ng indicators the 
Commerce Department measures is  
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crude material prices . When crude m ate
rial prices rise, then, the reasoning goes, 
the economy is heating up, because the 
demand for raw m aterials increases when 
output increases, and higher demand 
usually raises prices. But it turns out that 
the boom in raw-materials prices was 
solely due to the decontrol of petroleum 
prices in the U . S .  Subtract the effect o f  
o i l  decontrol, a n d  the leading economic 
indicators rose by a mere 0.2 percent. 
This follows declines in  the leading eco
nomic indicators of 0 . 5  percent in Feb
ruary and 1 .0 percent in January. 

I f  the economy barely budged in 
M arch ,  why should the Commerce De
partment release a fraudulent set of eco
nomic indicators? One economic analyst 
at Donaldson, Lufkin, Jenrette invest
ment bank in  New York commented 
April 29, " Even though the indicators 
are overstated, the 1 .4 percent increase in 
M arch will linger in  people's minds. The 
Federal Reserve could use the i ncrease to 
say the economy is overheFlting, and then 
tighten again ."  

Agriculture 

Senate committee 
moves to boost exports 

The Senate Agriculture Committee this 
week voted up a proposal to establish a 
revolving fund to help finance farm ex
ports. Committee members were clearly 
moving off the momentum generated by 
the end of  the grain embargo to launch 
this program, widely supported by farm 
producers. 

The revolving-fund plank was adopt
ed from the farm bill sponsored by Agri
culture Committee chief Jesse Helms (R
N .C .), presented as an alternative to the 
adm inistration's four-year farm bill. Un
der its provisions, the fund would be 
chartered through 1 9M and authorized 
for financing at $300 million in 1 982, 
$500 million in 1 983, and $700 m illion in 
1 984. 

The export-credit  revolving fund was 
one of the features that distinguished the 
Helms farm bill from that of the admin
istration.  According to Senate Agricul
ture Committee counsel Tom Clark; 
however, the administration will not try 
to block the measure. 

The Senate committee action on ex
ports was taken in  the course of putting 
together a new comprehensive farm bill 
to replace the legislation expiring in Sep
tember, . a task which is  expected to be 
completed by May 1 5 .  In  a related devel
opment, the Senate Agriculture Commit
tee rejected the administration's  provi
sions for the dairy support program
provisions which call for a sliding scale 
for support prices from 70 to 90 percent 
of parity depending on surplus invento
ries-and instead endorsed the dairy in
d ustry compromise formula allowing for 
"flexibi lity" within a 75 to 90 percent of 
parity range. 

International Credit 

French approach to 
Polish debt adopted 

Western governments with large out
standing loans to Poland reached agree
ment April 27 on a rescheduling plan to 
postpone $2 .3  bill ion in 1 98 1  repayments 
that Poland cannot meet . The reschedul
ing adopted conforms to a proposal in
troduced by the French government and 
is based on generous terms .  

Payments on principal and interest 
due this year will first resume in 1 986, 
and be stretched out over a six-year term . 
In M ay, the same creditors will meet 
again to set a target for issuing additional 
lines of credit to Poland . Without such 
new infusions, the country would have 
no prospect of  importing food or raw 
materials for years to come. 

U . S .  experts reveal that Poland will 
probably get up to $ 1 1  billion in total 
new credits from public and private 
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sources between now and 1 986, at which 
point, its total outstanding debt to the 
West will have reached about $37 billion .  
Germany's Frankfurter A llgemeine Zei
tung remarked on the April  27 settlement 
that this is the first m ultilateral debt 
agreement ever to be reached without 
any involvement on the part of the Inter
national Monetary Fund ( I M F), the 
agency which regulates Western pay
ments imbalances. 

Although the Soviet Union violently 
opposes the idea, Western bankers have 
urged Poland to join the I M F. Signifi
cantly, the creditors' group diverged 
from the I M F's major policy tenet in 
organizing debt reschedulings; the sub
ject of "conditionalities" was never 
raised at the April 27 talks. 

Now, the private banking creditors, 
from which Poland is withholding over 
$3 billion in repayments this year have to 
meet to decide if  their reorganization will . 
be similarly generous. 

Public Policy 

Anti-Volcker committee 
holds meetings 

The chairman of  the newly formed Na
tional Coalition to Reduce Interest Rates 
met April 29 with 1 6  New Jersey business 
and labor leaders, including the executive 
directors of the state's Independent 
Auto Dealers Association, representa
tives of the Rubber Workers, the 
NAACP, the National Democratic Poli
cy Committee, former Congressman 
Henry Helstoski,  and regional contrac
tors.  The coalition is building for a June 
22 day of lobbying in Washington, D.C.  

In California, the  coalition formed a 
1 3-person delegation to meet with a Re
pUblican congressman's staff. The dele
gation included businessmen and leaders 
from the Operating Engineers, Carpen
ters, and Building Trades Council . 
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Domestic Credit 

Bank reserves hurt 
by securities declines 

The agitation that hit U . S .  credit markets 
on April 27, set off by a large withdrawal 
of cash reserves from the banking system 
by the Federal Reserve, has helped to 
expose the fact that U . S .  banks are begin
ning to suffer from the sharp declines on 
the bond markets. 

On April 24, federal funds were trad
ing around 1 5  percent,  when the Fed 
suddenly stepped in and withdrew be
tween $2 billion and $ 1 0  billion from the 
banking system . By day's end, fed funds 
had risen to 18 percent.  

A fter the weekend, on April 27, the 
Fed claimed it wanted to restore cash to 
the system by repurchasing securities . It  
found, however, that banks had few se
curities to offer: By April 29, financial 
analysts began humming that the Fed 
"was in for real" with a new credit 
crunch, and on April 30, settlements day, 
when rates are highly sensitive, fed funds 
hit 30 percent. 

William M elton, economist for I rv
ing Trust in New York , reported to EIR 
that the securities shortage in the bank
ing system has come to a head due to tax 
payments . 

Taxes are transferred to the Treasury 
through commercial banks which h ave 
the option of retaining tax deposits. This 
means that on a seasonal basis, tax 
months should be liquid for the banks, 
Melton explained . The retained deposits, 
however, have to be backed up by collat
eral in the form of securities, because, by 
law, they cannot be insured . 

Because high interest rates have beat 
fixed income securities to a pulp in  recent 
months, banks have been ridding their 
reserves of securities. This year, numer
ous money-center banks handed the full 
amount of tax deposits immediately over 
to the Treasury rather than pick up secu
rities to back them up, M elton noted . 

Briefly 

• A STRIKE THREAT in  West 
Germany eased with the an
nouncement April 29 that the me
talworkers union, IG M etall,  in 
the key state of Baden-Wiirttem
berg ha,d reached an agreement for 
a 4.9 percent wage increase. The 
settlement, which sti ll  has to be 
adopted by the national union, is . 
seen as a "concession to the politi
cal and economic situation, to pre
vent strikes and disturbances of 
production," said a spokesman for 
the metal industries . 

• WILLIAM BAXTER, the anti
trust chief at the Justice Depart
ment, announced in testimony be
fore the House Judiciary Commit
tee that he's going to take a soft 
line on jumbo mergers . "In my 
view, there is no such thing as a 
vertical problem," he said, citing 
an oil  company takeover of a pipe
line firm . He thinks "very, very 
little change in aggregate concen
tration" has occurred "over the 
last century ."  

• CAMBRIDGE University's eco

nomic research institute is call
ing for import and exchange con
trols, as an alternative to the U . K .  
Conservative government's mone
tarism . Prime Minister Thatcher's  
tight monetary control, complains 
Cambridge's Wynne Godley, has 
produced the worst unemploy
ment there since the 1 930s. 

• OIL FINDS in  the Gulf of Cal
ifornia between Sonora and Baj a  
California, Mexico were reported 
in the Mexican press April 30. The 
reports were neither denied nor 
confirmed by Pemex . However, 
Pemex director Jorge Diaz Ser
rano stated: "Our oil resources 
give l ife to the assurance with 
which WI;! confront the future. The 
momentum derived from the oil 
expansion,  as well as its conse
quences in the economic sphere, 
will achieve accelerated growth at 
an ann ual average o f ?  to 8 percent 
for the next 10 years ." 
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ImITillSpecialReport 

Assassinations, 
terrorism, and 
the Socialist 
International 
by Paul Goldstein 

French President Valery Giscard d' Estaing made a strik ing public statement 
on  April 25 concerning the assassination attempt against h im nine days 
earlier . Interviewed on French national radio, President Giscard noted that 
the forces of " international terrorism" were behind the assassination at
tempt. Asked if he meant the Soviet Union,  the president emphatically 
replied, "No ."  The next question was whether the Libyan government was 
invo lved . He responded by saying that "there are certainly l inks between this 
or that extremist nation and this terrorism," not only implying Libyan 
complicity, but underscoring the political dimension of the current wave of 
assassination attempts against heads of state. 

The dimensions of the wave are as fol lows . On March 3 1 ,  the attack on 
President Reagan . On April 1 6, the attack on President Giscard. On April 
27-28 ,  a further assassination attempt was al legedly scheduled in Tijuana, 
Mexico against both Reagan and M exican President Lopez Porti l lo when 
they were to meet for a summit conference there. (Due to Reagan's  convales
ence, the meeting was postponed . )  In early May, the Indian government 
disclosed, Prime Minister Indira Gandhi was slated for death in a sabotaged 
airplane.  -

EIR revealed in December that the Socialist International had targeted 
Reagan, Giscard, and Schmidt, in particular, for overthrow in an operation 
spelled out <!t the Dec. 5-7 " Eurosocialist" conference in  Washington,  D.C.  
The code word was " M ay 1 968"-style destabi lizations of key governments 
around the world . Subsumed in the code was activation of terrorism and 
riots, as well as escalation of the environmentalist and disarmament move
ments that interface with the terror apparatus .  

The political purpose was to eliminate, by any means necessary, the 
potential that the U . S . President would join Giscard and Schmidt in an 
entente for economic growth that in  turn would extend to the Arab moder
ates, the B rezhnev progrowth faction in the U .S . S .R . ,  and those Third World 
leaders eager for industrial development, headed by Lopez Porti l lo and 
Gandhi .  
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A ntinuclear upsurge in West Germany. 

This, in bare outline, is the policy background of the 
escalation against the most pivotal world leaders . 

The Socialist International, as EI R has documented, 
is not a political entity unto itself, but an instrument of 
the international o ligarchic financial networks who for 
centuries have used anti-industrial ism, riots, and terror 
as part of their arsenal against economic and scientific 
development. Starting with EI R's investigations of the 
1977 assassination of German' industrial strategist JUr
gen Ponto of the Dresdner Bank by the Baader-Meinhof, 
and the 1 979 Red Brigades' murder of Aldo Moro, a 
Christian Democratic leader working to stabil ize Italy, 
we have documented that terrorism and subversion tran
scend left-right and East�West divisions .  

The Socialist International deployment 
The key to the oligarchic capability is the Socialist 

International support capabilities for such acts of terror 
and subversion, backed by the Society of Jesus 's  provi
sion of ideology and radical shock troops.  These in  turn 
interface with elements of Soviet intell igence, centered 
in the I M EMO think  tank and the KGB, who also seek 
destabilizations .  

Finally, British intel ligence has played a multiple 
role in I )  establishing the Socialist International and i ts 
left-Fabian zero-growth outlook;  2) deploying right
wing Fabians like the U .S .-based , British-controlled 
Heritage Foundation, which is also influenced by the 
I M EMO networks; and 3)  establishing special opera
tions like Amnesty International to legitimize terrorism 
and undercut national sovereignty. 
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The Soci a l i s t  I n te rn a t i o n a l  i t se l f  i s  r u n  by l e a d i n g  
fig u res i n  E u ro p e  s u c h  as  West G e rm a n y ' s  Soci a l  D e m 
o c r a t i c  P a r t y  C h a i rm a n ,  W i l l y  B ra n dt :  Swed e n ' s  l e a d i n g  

Soc ia l  Dem ocrat  0 1 0 1' P a l m e :  Fra n ce ' s  Soci a l i s t  Pa rty 

pres ide n t i a l  c a n d i d a te F r a n 9 0 i s  M i t terr a n d :  a n d  G reat  
B r i t a i n ' s  L a bo u r  Party  l e a d e r s h i p .  In  t h e  U . S .  t h e  fo rces 
g r o u ped a r o u n d  the Dem o c r a t i c  Soc i a l i st O r ga n i z i n g  
C o m m i tee a n d  S o ci a l  D e m o c r a t s  U S A  c o m p r ise  t h e  
s a m e  o u t l o o k  a n d  d e p l o y m e n t s .  

T h e  M - 1 9  terror i s t s  i n  C o l o m b i a  a re o n e  o f  t h e  
c learest  c a s e s  o f  t h i s  i n te r face . T h e  M - 1 9  st a tes t h at  i t s  
m o d e l  i s  soci a l -d e m o c r a t i c  A u st r i a :  i t  h a s  b e e n  d i p l o
m a t i c a l l y  p r o tected b y  S o ci a l i s t  I n te r n a t i o n a l  leaders  
l i k e  A us t r i a ' s  B r u n o  K re i s k y :  and,  o p e ra t i n g  i n  a J e s u i t 
c o n t r o l led e n v i r o n m e n t .  i t  p r o fesses a " t h i rd w a y "  
p ol i t ica l  i d e o l ogy . 

F u n d i n g  a n d  s trateg ic  p rspect i ves fo r t h e  Soci a l i st 
I nt e r n at i o n al c o m e s  fro m  t h e  U . S . -b a sed G e m a n  M a r
s h a l l  F u n d ,  a "de i n d u s t r i a l izat i o n "  t h i n k  ta n k  led by 
t he l e a d i n g  Eastern Est a b l i s h m e n t  fa m i l i e s  such a s  t h e  
H a r r i m a n s ,  B u n d y s ,  a n d  M eyers / G ra h a m s  ( o w n e r s  o f  
t h e  Washingtoll Post ) .  

T h e  Soc i a l i st I n t e r n a t i o n a l ' s  l e a d i n g  operat i ves 
r a n g i n g  from I PS's R i c h a r d  B a r n e t ,  t o  fo r m e r  U . S .  

A t t o r n ey G e n e ra l  R a m sey C l a r k  u t i l ize a v a r ie ty  o f  
i ns t i t u t i o n s  s u ch a s  A m n e s t y  I n tern a t i o n a l , I n te r n a t i o n 
a l  L a w  A s s o ci a t i o n , I n t e rn a t i o n a l  A s s o ci a t i o n  o f  D e m o 

c r a t i c  L a wyers ,  W o r l d  C o u n ci l  o f  C h u rc h e s ,  a n d  I PS ' s  

The attempt to kill 
Prime Minister Gandhi 

The I n d ia n  government  official  reported to t h e  

p a rl i a m en t  A p r i l  2 7  t h a t  t h ey h a d  d i s c o v e red a n  
at tem p t  t o  assass i n ate  P r i m e  M i n is t e r  I n d i ra G a n 
d h i  b y  m e a n s  o f  sabotagi n g  h e r  p l a n e .  A security 
i n spect i o n  of the j e t  M rs .  G an d h i  w a s  sche d u l e d  to 
use  o n  a M ay 5- 1 3  tour of the M id d l e  East  revea led 
t h a t  s o m e  of t h e  c a b l e s  h ad been  d e l i berate ly  c u t  
" i n  s u c h  a w a y  a s  t o  o rd i n a r i ly p rec l u d e  detect i o n , "  
acco rd i n g  t o  go v er n m e n t  s po k e s m a n  Za i l  S i ngh . 

A crack t e a m  o f  tech n i c ia n s  d e te r m i ned t h a t  " i t  

w a s  a c lear  c a se o f  sabotag e . "  T h e  c a b l es h a d  been 
c u t  i n  s uc h  a way a s  t o  e n s ure the  crash  o f  the  p l a n e  
a ro u n d  t h e  fo u r t h  t a k e o ff fo l l ow i n g  t h e  c u t t i n g .  

W h i l e  t h e  govern m e n t  i t se l f  d i d  n o t  i m m e d i ate
ly s uggest who m ig h t  be beh i n d  the plot ,  a m e m ber  
o f  par l i a m e n t  fro m  M rs .  G a n d h i ' s  C o n gress- I Par
ty p o i n ted  out ,  " S i n ce M rs .  G a n d h i ' s  ret u r n  t o  
p o w e r ,  certa i n  fo rces h a ve b e e n  t ry i n g  t o  dest a b i l 
i z e  her  gover n m e n t .  F a i l i n g  t h at ,  t h e y  a r e  n o w  
a t t e m p t i n g  to l i q u i date h er p h y s i ca l l y . "  

2 2  S peci a l  R ep o r t  

E u ro p e a n  s i ster  o rg a n i z a t i o n , T r a n s n at i o n a l  I n st i t u te ,  

a l l  o f  w h i ch t i e  d i rect l y  i n to t h e  o l d  V e n e t i a n - r u n  
i n te l l ige n ce a p p a r a t u s  k n ow n  a s  t h e  S o c i e t y  o f  J e s u s .  

T h e s e  i n s t i t u t i o n s ,  i n  t u r n ,  d e p l o y  t h e  J a co b i n  s t reet 
m o bs t h a t  create the r i o t s  a n d  c h a o s .  

I n  W e s t  G e r m a n y ,  t h e  g o v e r n m e n t  o f  H e l m u t  
Sch m i d t h a s  b e e n  t h e  t a rget  o f  a con t i n u o us desta b i l i 

L a t i o n  e ffo r t  by fo rces fr o m  t h e  l e ft- S P D  a n d  i t s  a l l i es  i n  
t h e  L u t hera n a n d  C a t h o l i c  c h u rc h e s .  O n e  L u t h e ra n /  
Soc i a l i s t  I n te r n a t i o n a l  asset  i s  t h e  e n v i ro n m en t a l i s t  

" peace" o pe r at i o n  c a l le d  A c ti o n / R e c o n ci l i a t io n .  R i g h t  
o u t  o f  W i l l y B ra n d t ' s  o ffi ce i n  B o n n ,  a L u th e r a n - co n 
n ected g r o u p  c a l l e d  t h e  H u m a n i s t i sche  U n i o n  deploys  
the  s t reet mobs t h ro ug h o u t  West  G e r m a n y  that  h ave 
been t a k i n g  over  h o u s i n g  i n  West  B e rl i n ,  F r a n k fu r t ,  
B r e m e n , H a n o v e r ,  a n d  s e v e r a l  o t h e r  c i t i e s .  T h ese s q u a t
ter  r i o t s ,  o rc h e s t r a ted by t h e  G e r m a n  M ar s h a l l  F u n d  

t h r o u g h  t h e  r ad i c a l  g r o u p  D a s  N etzwe r k , a re n o w  
i n tersec t i n g  d e m o n st r a t i o n s  o f  t h e  rec o n s t i t u ted g reen

i e / peace m ov e m e n t ,  a s we l l  as  Red A r m y  Fract i o n /  
B a a d e r- M e i n h o f  g a n g  terro r i s t  d e p l oy m e n t s ,  w h e re 
b o m bs have  been g o i n g  o ff o n  a n e a r  d a i l y  b a s i s .  

T h e  m o s t  rece n t  e ffo r t  to u pg rade t hese  d e p l o y m e n t s  
i n  t h e  Feder a l  R ep u b l i c  w a s  c a r r i ed o u t  by I PS ' s  
R i c h ard B a r n et a n d  fo r m e r  U . S .  A d m i ra l  Eugene  La
R o q ue o f  t h e  Center  fo r Defense I n fo r m a t i o n . B a r n e t  
a n d  L a R o q ue p l a n n e d  o u t  deta i led m a p p i ng o f  U . S .  
m i l i t a r y  targets  w h i ch were u t i l ized by t h e  " peace 
m o ve m en t "  a s  t h e i r  g u i de fo r h i tt i n g  n u c l e a r  s t oc k p i l e  

s i tes ( see a r t i c l e ,  p a g e  40) . 
I n  F r a nce ,  t h e  p res i d e n t i a l  c a n d idacy o f  F ra n90 i s  

M i tte r ra n d  i s  u t i l i z i ng t h e  u n re s t  a m o n g  t h e  i m m ig r a n t  
N or t h  A fr i c a n  p o p U l at i o n  to p u s h  fo r r i o t s  a n d  p o l ice 
co n fro n ta t i o n s .  A rece n t  a ct i v a t i o n  of the terro r i s t /  
e n v i r o n m e n t a l i s t  g r o u p ,  D i rect A ct i o n ,  h a s  ta rgeted t h e  
n uc lea r e n e rgy p o l i cy o f  Pres ide n t  G i scard . Last  m o n t h ,  
t h e  o ffi ces o f  t h e  F r e n c h  n a t i o n a l  e nergy co m pa n y, 

E lect r i c i t e  de F r a n ce,  were b o m be d .  T h e  rece n t  assass i 

n a t i o n  at tem p t  by the C o rs i c a n  sep a r a t i s t  orga n i z a t i o n s  
w h ic h  i n vo l ves m aj o r  i n te l l i g e n ce serv ices  fro m  n a t i o n s  
h o s t i l e  t o  G i s c a r d ' s  M i deast  po l icy i s  be i n g  i n vest igated 
by French sec u r i t y  s e r v i ces . L i bya i s  a pr ime t a rget .  

I n t h e  U . S .  o v e r  t h e  p a s t  wee k scores  of  s m a l l e r  
d e m o n s t ra t i o n s  t h a n  t h ose i n  E u r o pe were h e l d  i n  
severa l ' .: i t i es . T h e  I PS-co n t r o l l ed E I  S a l v a d o r  Peo p l e ' s  

Orga n i z i n g  S u p p o r t  C o m m i ttee h a s  b e e n  act i ve 
t h r o ug h o u t  the U n i ted S tates . Th ree t h o usa n d  d e m o n 
stra t o rs p ro tested U . S .  m i l i ta r y  i n vo l ve m e n t  i n  E I  S a l 
v a d o r  o n t h e  wee k e n d  o f  A p r i l 20 .  Pl a n n i n g  fo r the  n e x t  
" m ass  m a rc h "  i s  u n derway w i t h  t h e  t a rget o f  M ay 3 
bei n g  o r g a n ized fo r a p roj ected 50- 1 00,000 d e m o n s t ra
tors  in  W a s h i n g t o n ,  D . C .  C h i ca n o  groups l i ke L a  R az a  
U n i d a  o n  b o t h  s i d e s  o f  t h e  U . S . - M ex i c a n  b o r d e r  h a ve 
been act i v e  i n  p l a n n i n g  b o rder  i n ci d e n t s  aga i n s t  p o l i ce 
a n d  l a w  e n fo r ce m e n t  agen c i es d e s i g n ed to create  a 
b ac k l as h  a m o n g  t h e  M ex ica n - A m er i c a n  p o p u l a t i o n .  
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Socialist International control over international terrorism 
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Puerto Rican groups on the island of Puerto Rico are 
carrying out bomb attacks against U . S .  mil itary bases
especially Viques. 

The Libyan role 
Urban riots are being touted as the next phase of a 

U .S .  chaos and confusion program which is being built 
around the social services budget cuts that the Office of 
Management and Budget has prepared for congression
al approval . The recent murders of black children in 
Atlanta and adults in Buffalo are being used to incite 
racial unrest , .  as forces associated with the Social ist 
I nternational such as Rev. Jesse Jackson attempt to stir 
up Miami-type riots . According to investigators into 
Jackson ' s  present activity, most of his funding is  coming 
from Libyan-backed sources around the Palestinian 
Campaign for Human Rights Committee based in 
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I Western Europe 

Euro-Group for Deviance 
and Social Control 

Humanistische Union 
Das Netzwerk 
Action/ Reconciliation 
Socialist Lawyers Collective 

8aader-Meinhof Gang 
Red Brigades 
I RA 

Chicago . The "countergangs" in this situation include 
the National Anti-Klan Network.  

The role of Libya in the deployment of the funds , 
and capabilities in support of the Socialist Internatirial 
destablization is critical . Ostensibly a Soviet asset, Li
byan dictator Col. M uammar Qaddaffi is  actually an 

. asset of the old Venetian-Sicilian intel l igence apparatus 
and its British intell igence-created M uslim Brotherhood 
counterpart. Working in conjunction with elements 
inside I srael that are themselves capabilities controlled 
through British/Canadian Special Operations Executive 
(SO E), the Social ist International can employ the assas
sination capabilities of these entities . With Soviet KGB 
forces controlled by a faction within the East b loc led 
by KGB General Kim Philby backing and supporting 
such ventures, most assassination operations can be 
tracked to these networks. 
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How Libya's Qaddafi ,spurs terror 
on both sides of the Atlantic 

by Scott Thompson 

The Socialist I nternational and all ied KGB- IMEMO 
units have unleashed their shared asset, Co l .  M uammar 
Qaddafi of Libya, to finance, train ,  and deploy a new 
wave of "Red Brigade"-style terrorism . Among those 
countries immediately threatened by Libyan-backed ter
rorism are France, I taly, Mexico, and the United States . 

This regrouped terrorist international may have al
ready been involved in the April 1 6 , 1 98 1  attempt to 
assassinate French President Giscard . A major outbreak 
of Libyan terrorism is also in preparation in Central 
America, where the Libyans are working with Cuba, 
Nicaragua, and radical sections of the PLO. 

In the United States, reliable intelligence sources 
report that the focus of those Black Muslim sects which 
support terrorism has been shifted from Iran to Libya, 
but overall coordination remains in the hands of the 
same M uslim Brotherhood ,channels that directed a wave 
of riots and assassinations in the United States last 
spring . 

This pending outbreak of terrorism has been made 
possible largely by the Justice Department's coverup last 
week of "Bi l lygate . "  On April 2 1 ,  1 98 1 ,  the final report 
of Michael Shaheen, head of the Justice Department's 
Office of Professional Responsibi lity, cleared former 
Attorney General Benjamin Civi letti , former National 
Security Adviser Zbigniew Brzezinski ,  and ex-President 
Carter himself of all crimes relating to "Bi l lygate"
giving the President' s brother a token wrist-slap for 
"lying. " 

Leads provided by EIR in a series of special reports, 
which received attention from the highest levels of the 
Justice Department and National Security Counci l ,  
would have led a serious investigation of "Bil lygate" into 
precisely those circles responsible for the current out
break of Libyan terror .  Ultimately, the Socialist Inter
national-KGB units involved in this matter are mere cut
outs for those old oligarchic fami lies of Britain and Italy 
who have manipulated North African politics for centu
ries . I t  was the "Venetian black nobi lity" and allied 
circles around British Petro leum, for example, who in
stalled Qaddafi in power by working through the Muslim 
Brotherhood-linked Senussi sect . 

Italian Socialist Party leader Michele Papa , the man 
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who recruited President Carter's brother Bil ly as a Li
byan agent-of-influence, typifies the middleman role 
played by the Socialist International . Papa, who is noto
rious in Italy for his l inks to both extreme right- and left
wing terrorism , as well as to the Sici l ian Mafia, made his 
Libyan connection through Lelio Basso . Basso became 
head of the Bertrand Russell Tribunal , whose ties to 
terrorism are merely typified by the fact that a member 
of the Baader-Meinhof gang worked on the Tribunal 
with Basso , after the death of Earl Russel l .  Basso has 
been identified as an associate of those noble Italian 
families who authorities have recently unmasked as the 
ultimate controllers of the Red Brigades . )  

Appointment in Ajaccio 
Libya has reemerged as a strategic factor in inter

national terrorism with the April 1 6, 1 98 1  attempt to 
assassinate French President Valery Giscard d' Estaing 
at the Campo de II' Oro airport in Ajaccio, Corsica . At 
precisely the moment when the French president was 
scheduled to give an address, two bombs placed in 
lockers at the spot exploded with sufficient force to kil l  
a hundred bystanders. 

Credit for this attempt was claimed by the Corsican 
Franc-tireurs et Partisans, a new group reportedly 
founded out of the Corsican Mafia-dominated resist
ance movement of World War II that has be,en involved 
in other attempts against the French president. 

It was President Giscard d'Estaing who first pointed 
in the direction of  Libya as the force behind the 
Corsican terrorists. In an interview in the April 26 Le 
Figaro, the following exchange occurs: 

" 'Could this terrorism be encouraged, for example, 
by the Soviet Union?' Giscard responded : 'No, I don 't 
think so' and 'by Qaddafi?' : 'There are certain l inks 
between certain extremist countries and this 
terrorism . '  " 

One lead that must certainly be fol lowed to test the 
French president's hypothesis is the close tie between 
Libya and Paris Mayor Jacques Chirac, a bitter rival 
for the presidency .  Sources in Giscard's staff report that 
extensive documentation exists proving that Chirac 
receives Libyan funds, a charge that has surfaced in the 
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French press . ,  . 

Chirac, a " 'neo-Gaullist," was endorsed for president 
by former leaders of the terrorist Secret Army Organi
zation (OAS), a manpower pool for over 30 attempts to 
assassinate President Charles de Gaulle that were or
chestrated by the Permindex Corporatipn .  Permindex 
personnel were also indicted by New Orleans District 
Attorney Jim Garrison for the assassination of President 
John F.  Kennedy . 

Chirac's campaign manager, Charles Pasqua, has 
also been l inked to the Corsican Mafia, former control
lers of the resistance movement from which the Franc
tireurs et Partisans chiims to have drawn its members. 
A native of /Corsica, Pasqua was director of exports for 
the Marseilles-based liquor company Ricard during the 
1960s, and the boss of Jean Venturi, Ricard's Montreal
based North American distributor, whom American 
authorities allege was "the principal distributor of 
French heroin in the United States ."  

Target : the Americas 
The United States and Mexico are both prime 

targets for Qaddafi's terrorist teams.  Beachheads for a 
terrorist assault on Mexico have been established in 
Cuba, Nicaragua, and Guatemala. 

One of the prime entities through which Qaddafi is  
able to operate in Mexico and Central America i s  the 
radical wing of the PLO. At the Palestinian Congress 
last week, the terrorist Popular Front for the Liberation 
of Palestine (PFLP), led by George Habash, was re
admitted after a seven-year exile. During the congress, 
Abu Iyad, Arafat's deputy and head of the PLO's  
special operations executive, cal led for commando at
tacks against American interests in the Middle East and 
elsewhere. 

Over the last month, Nicaragua has worked out a 
ful l  all iance with Libya that was sealed with a $ 100 
million loan, oi l  arrangements, and "revolutionary cul
tural exchanges ."  According to Tomas Borge, who 
worked out the final agreement with the Libyans, the 
alliance also constitutes a virtual mutual defense pact . 

For its part, Nicaragua, which already has a PLO 
embassy, has agreed to allow the guerrillas to open a 
training base at Puerto Cabeza, Nicaragua. Some San
dinista leaders are also expected to work with the 
Libyan-financed Polisario group in the Sahel . 

Through his close ties with both the PLO and 
Nicaragua, sources report that Qaddafi has prepared a 
major thrust into Latin America, targeting Mexico in 
particular. Marwan Tabub, the head of the PLO office 
in Mexico, spent the last year in Nicaragua, where it is 

I believed he will oversee the establishment of the new 
training camp.  Tabub is reportedly part of a scheme to 
infiltrate Libyan and PLO personnel into Mexico 
through Mexican textile companies . 
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Libya also maintains an extremely important deep
cover base in Guatemala. With the focus now on 
Nicaragua and EI Salvador, the network in Guatemala 
permits couriers and other terrorist support personnel 
to travel unnoticed . 

The best-known associate of  Libyan terrorists in the 
United States is Louis Farakhan, former head of the 
Fruit of Is lam of the World Community of AI-Islam in 
the West . Farakhan left this M uslim group after a 
faction fight against its new head, Wallace Deen M u
hammad. Members of his current group were prominent 
at a Libyan reception for Bi l ly Carter held at the United 
Nations soon after Bil ly's first trip to Libya. 

One source close to Farakhan reports that he has 
been a fanatic student of Qaddafi's "Green Book" of 
world revolution since at least 1970. This source reports 
that Farakhan has been funded through Said, Ramadan 
of Geneva, Switzerland, a top member of the Muslim 
Brotherhood. Ramadan is also believed to have helped 
finance David Belfield (alias Daoud Salahuddin) who 
carried out the assassination of Iranian exile leader Ali 
Tabatabai at his Bethesda, M aryland home. 

A soldier of Washington, D.C . -based Savama sta
tion chief Bahram Nahidian,  Belfield i s  known to have 
been in telephone contact with Ramadan shortly before 
the murder of Tabatabai . 

As the Farakhan case highlights, almost the entire 
terrorist wing of Black-American M uslims has reorient
ed from Iran to Libya, U .S .  intelligence sources report. 
This shift represents little more than a new cover for 
reorganized terrorist networks, as both Ayatollah Kho
meini and Qaddafi are substantially controlled by the 
M uslim Brotherhood, a cult creation of the British Arab 
Bureau and Venetirln black nobility. 

Another group which may play a significant part in 
any outbreak of  Libyan terrorism in  the United States 
is the New World of Islam (NWoI),  which was spawned 
out of "Clockwork Orange" -style prison brainwashing 
programs in New Jersey, where NWoI has allegedly 
already been involved in the murder of two policemen . 
The NWoI is believed to overlap with circuits around 
both Nahidian and Farakhan . The New Jersey Fruit of 
Is lam, which forms the core of Farakhan's apparatus 
today, has been tracked into the Malcolm X assassina
tion through Ali X, one of Farakhan ' s  l ieutenants. 

The PLO-PFLP also has extens ive U .S .  networks of 
which the American Ramallah Federation is the l inch
pin. Jawak George and Abdeen Jabara, both Palestin

. ians with close ties to such radical U .S .  groups as the 
National Lawyers Guild and Institute for Policy Stud
ies, head the federation .  

The federation also maintains a funding conduit 
involved in bankrolling U .S .  groups prepared to launch 
domestic disorders as part of the "spring offensive" 
against the Reagan administration mapped out at the 
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Qaddaji ( top center. with sunglasses I celebrates the eleventh anniversary of the " Libyan revolution " last September. 

Dec. 5-7 ,  1 980 Social ist  I nternat ional conference in 
Washington , D . C .  This  con duit ,  the U n i ted Holy  Land 
Fund headq uartered i n  C h icago , recently delivered an 
estim ated $75 ,000 to Operat ion P US H . Jesse Jackso n ,  
w h o  heads P U S H ,  w a s  recently investigated b y  t h e  State 
Department's  Foreign Agent Registrat ion office for h is  
activities in  support of Libya .  

George and Jabara are also closely associated with 
the New York City-based radical  Palest in ian Dr .  M ah
moud T .  M e d h i .  U . S .  in tel ligence sources report that 
M eh d i ,  an operat ive for F B I ' s  Divis ion Five counterin
tel l igence branch , was a fu n drais ing and recruitment 
officer for Black Septem ber i n  Canada during the early 
1 970s . From its Canadian base, this Black Septem ber 
unit, reportedly created by Brit ish,  Canadian,  U . S . ,  a n d  
Peking intell igence services, had prepared to carry out 
m ultiple airport bombings and assassinat ions i n  the 
U nited States after the 1 973  Arab-Israeli war.  Though 
aborted at the last moment,  the Canadian Black Sep
tember case provides a possible  model for Libyan 
terro rism today.  

Billygate coverup 
The pending o utbreak of  L ibyan terrorism was 

made possib le by the fi nal  J ustice Department report on 
" Bil lygate" issued Apri l  2 1 -a document that ranks 
with the Warren Comm issi on report as an  outrageous  
coverup.  

The real  story behind Bi l lygate was an immoral 
a l l iance between the Carter administration and the 
M usl im Brotherhood,  the same force respo nsible for 
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A mericans bei ng taken hostage in  I ran ,  and not a 
s imple i n fluence-peddl ing scheme . Nonetheless, m u lti
ple so urces have reported to EIR that  the Carter fami ly 
and close pol i t ical  associates made mi l l ions  from this  
a l l iance ,  one aspect o f  which involved the m uIt ibi l l ion
dol lar  reorganization of North A frican o i l .  

I n  t h e  fi na l  B i I Iygate report ,  J ustice Department 
o fficia l  James Shaheen clears National  Security Adviser 
Zbign iew Brzez insk i . This i s  despite B rzezinski ' s  own 
adm ission that he "leaked" highly classified reports to 
B i l ly  Carter on s urvei l lance of  his L i byan act iv i t ies and 
also arranged m eetings between Bi l ly  Carter and the 
Li byan' o fficial  who was then central  both to Libyan 
"loans" to the President 's  brother and a deal with the 
Charter Oi l  Company worth a n  estimated $20-$25 mil
l ion com m issi o n .  

Attorney General Benj a m i n  Civi letti w a s  also 
cleared of wrongdoing i n  his  B i l lygate role,  despi �e his  
admiss ion that he i n formed Pres ident Carter that h is  
brother was under i n vestigatio n ,  then l ied  to  the public 
about  h is  breach of  i n vestigative secrecy . 

President Carter is h imself  described as ignorant of 
h i s  brother's  financial  dealings with the L ibyans unti l  
after the q uestion broke publicly .  This  i s  given the l ie by  
the  first papers the White H ouse submitted to investi
gators, which inc lude cable traffic  fro m  the State 
Department to Pres ident Carter reporting Bi l ly ' s  inter
est "in rel ieving Li bya of  its petrodol lars . "  Long before 

Bi l lygate broke,  President Carter met with two Charter 
Oil empl oyees: one, Jack M a cGregor ,  fi rst arranged the 
Charter- Libya- B i l ly deal; the other, Peter Jay, the Brit-
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ish ambassador to the United States, was a constant 
companion of the Carter family.  

It is believed that Jay represented the interests of 
British Petroleum in a planned reorgan ization of North 
African oil . Now a "consultant" with Charter Oil ,  Jay 
also . provides further ties between that company and 
Armand Hammer, chairman of OcCidental Petroleum 
which made its fortune off Libyan oil through contracts 
arranged with the assistance of BP and British press 
magnate Lord Thomson of Fleet. Hammer represents a 
key liaison between the Kremlin ,  the highest levels of 
the British Special Operations Executive, and Qaddafi's  
Libya. At the height of Billygate, Hammer reportedly 
met with Soviet President Brezhnev to garner support 
for President Carter 's  reelection.  The entire question of 
Jay, Hammer, and Occidental Petroleum is avoided in  
the fina l  Justice Department report . 2  

Finally, and most importantly, there is the case of 
Michele Papa, who with Ahmed Shehati, the unofficial 
foreign minister of Qaddafi's  Arab Socialist Union 
Party, recruited Bi l ly Carter as a Libyan agent .  In  
repeated interviews in the  Italian press, both Papa and 
Shehati brazenly admitted seeking to  influence the 
President through his brother, and Papa also said that 
the President "knew everything" about Bil ly's dealings 
with the Libyans . J  Yet the final Justice Department 
report denies these facts . 

The report also glosses over the central question of 
Papa's  ties to terrorism.  In  September 1 978 ,  while 
escorting Bil ly Carter on his first Libyan trip, Papa took 
part in a highly secret meeting with representatives of 
the PLO. In a transcript of that meeting published in  
Osservatore Politico on Jan .  30, 1 979, Papa is  quoted as  
stating: 

"If necessary, our people wil l go to fight alongside 
the Palestinians . . . .  If you need a corps of one hundred 
persons who wish to go . . .  we can send 1 00, 1 50, 200 
persons . . .  we will bring these ' volunteers to Beirut or 
wherever you want them sent. We wil l  do something 
together with Libya ." 

Where did Papa get a several hundred-man guerril la 
force? At the core of his Sici lian-Libya Friendship 
Association, which sponsored Billy Carter's Libya trips, 
are members of the Sicilian independence movement, a 
joint creation during World War I I  of such M afia 
figures as Charles "Lucky" Luciano and such members 
of the black nobility as Prince All iata di M ontreale and 
Prince Gutierrez di  Spadafora. Both Spadafora and 
Montreale would later become officers of Perm index, 
which orchestrated the assassination attempts against 
de Gaulle and John Kennedy . Papa's own Sicilian
Libya Friendship Association i s  a virtual model for the 
Corsican Franc-tireurs et Partisans who claimed credit 
for the Ajaccio bombing. . 

The same Sicilian Mafia circles that form the core of 
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Papa's group also trained several hundred revolution
aries, recruited by the infamous Italian noble Giangia
como Feltrinelli . These terrorists moved to Sicily in the 
1 960s under command of Feltrinelli l ieutenant, Bernar
dino Andreola. The Italian Carabinieri finally arrested 
Andreola for his role as ringleader of an aborted plot to 
kidnap a protege of Enrico Mattei ,  the founder of the 
Italian national oil company ENI ,  who was himself 
assassinated by Permindex networks in 1 962. But the 
entire 200-man army remains intact .  This i s  the group 
Papa is  believed to have offered to the PLO for com
bined terrorist operations in Libya. 

Whi le  Papa himself  m ain ta ins  a social ist  cover, 
carrying out indoctrination sessions with the leadership 
of  the I ta l ian Socia l is t  Party i n  Qaddafi ' s  "Green 
Book," he has also been l inked through Libya to the 
fascist Ordine Nero (Black Order), a revival of the old 
Ordine Nuovo group that an Italian court had banned. 
Ordine N uovo was seen as a direct effort to reconstitute 
M usso l ini 's fascist party. 4 

Papa has apparently maintained his l inks to Libyan
backed terrorism despite his Billygate notoriety .  Papa 
and his associates reportedly arranged the recent meet
ing between Libyan Deputy M in ister Jalud and Enrico 
Berlinguer, the head of the Italian Communist Party . 
After this trip plans were announced to arrange an 
exchange of Red :Brigade terrorists held in  Libya for 
members of Libya's assassination teams held in Italy . 

With the cover up of Bi llygate, this entire network of 
terrorists is now on the loose. 

. \ . M ary Carey, "The Libya-Papa Network: Socialists and 
Right-Wing Terrorists ," EIR. Vol . 7,  No. 36, Sept. 1 6, 1 980. At 
the t ime Basso became head of  the Bertrand Russell Tribunal, 
its board included a known member of the Baader-Meinhof 
Gang. Basso founded the Italo-Arab Friendship Association of  
which Papa's own Sicilian-Libya group was  a subset. Basso was 
also secretary of the Italian Socialist Party, where Papa was a 
Sicilian regional leader. Basso also served as personal lawyer 
and consultant to Qaddafi, a post taken over by Papa upon 
Basso's death in  1 97 8 .  

2 .  Richard Freeman, "The Occidental Network:  Armand 
Hammer's Friends," EIR. Vol. 7, No.  36, Sept. 1 6, 1 980. 

3. Interview with M ichele Papa in La Repubblica. July 30, 
1 980. Papa also stated: "It is true I had �he idea of setting up a 
meeting between Billy Carter and Colonel Qaddafi.  I was the 
one who handled the prel iminary negotiations for the visit to 
Libya by the President's brother. Yes, at bottom,  Billygate 
happened because of me. But what did I do wrong?" 

4. Investigative Leads. Vol.  I ,  No. 1 3 , Aug. 20, 1 980. Mario 
Tuti, a leader of Or dine Nero wanted for m Ultiple m urders, was 
a close associate of M ario M utti, the president of the Italo
Libya Associatio n .  On Aug. 2, 1 980, 80 people were kil led in 
the bombing of the Bologna railroad station done "to honor 
comrade Tuti ."  Tuti earlier told the I talian press: "My inspira
tion and teachers are M ao, Hitler, Qaddafi, and M ussolini . "  
Funding links have also been uncovered between t h e  Italian
Libyan associations and the Ordine Nero, as well as to the neo
Nazi Movimento Sociale Italiano ( M S I ) .  
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Colombia's M-19 terrorists promoted by 
Socialist International networks 

by Cynthia Rush 

In mid-March , Ecuadorian and Colombian authorities 
delivered a major blow to the Colombian terrorist group, 
the M - 1 9 .  A squad of seventy-five M- 1 9  members was 
captured shortly after they had fai led to carry out a 
military offensive in a Colombian town and crossed the 
border into Ecuador in hopes of escaping the Colombian 
military .  Among those captured were leaders Carlos 
Toledo Plata , a former right-wing member of the Colom
bian National Popular All iance (Anapo), and Rosenberg 
Pabon Pabon, the famed "Comandante Uno" who led 
the takeover of the Dominican Republic's embassy in 
Bogota in February 1 979. Both the press , the govern
ment, and other national political figures agreed at the 
time that the capture had destroyed M- 1 9  as a threat to 
the nation's stability. 

Yet now, even in jai l ,  the M - 1 9 is stronger than ever. 
The terrorists are virtually holding court in their cells ,  
announcing future plans to bomb mil itary and pol ice 
instal lations; they have held numerous press conferences 
with ample and favorable coverage; and in their spare 
time, the terrorists organize performances of "revolu
tionary theater" and poetry readings for invited guests !  
Courtroom appearances have become farcical, with pris
oners walking out when the judges make rulings they 
don't l ike. 

The M- 1 9's  climb to national prominence is not an 
isolated event . The M- 1 9's activities are closely coordi
nated with the hunger strikes, bombings and other vio
lent acts carried out by the I RA in I reland, the Baader 
Meinhof and Red Brigades in Western Europe, and the 
F ALN in the United States . Like these groups, the M- 1 9  
relies o n  the international human rights lobby led b y  the 
British intell igence creation, Amnesty International ,  to 
coordinate its activities-inside jail and out-and ulti
mately to legitimize terrorism as a form of political 
protest . The conferring of a special, or "prisoner of war" 
status on jai led terrorists i s  a key step in this direction .  

For  Amnesty, the Socialist I�ternafional ,  and  their 
conduits in the international press, the M - ,1 9  has been a 
successful laboratory experiment.  For two years , they 
have built up the group as Colombia's most important 
"national ist" and "idealistic" young militants-while 
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simultaneously attacking the Colombian government of  
President Turbay Ayala for violations of human rights. 

A first step in  advancing this process was taken in 
February 1 979 after the M- 1 9  seized the Dominican 
Republic's Bogota embassy and held several diplomats 
hostage . When Amnesty International and other human 
rights agencies got through "mediating" between the M-
19 and President Turbay, government credibil ity was in 
a shambles and the terrorists emerged as national he;oes . 
The message delivered to Turbay by the human rights 
crowd was that the government had better heed the M-
1 9' s  call for " social reform,"  or it would face further 
terrorist upheaval and perhaps civil war. Amnesty later 
put those warnings down on paper in the form of a 
lengthy report documenting violations of human rights 
in Colombia. 

National and international press have reported very 
favorably on the M- 1 9's  antics . As a result, the country is 
becoming dangerously polarized between those who sup
port the M- 1 9, and those who would obliterate it with a 
Chile-style mi litary coup.  The middle ground of democ7 
racy is rapidly disappearing-exactly as planned by the 
M- 1 9' s  international controllers. 

Prisoners of war 
Largely as a result of the international campaign on 

the M- 1 9' s  behalf, the Turbay government has been 
forced to virtually concede that jai led terrorists are 
"prisoners of war ." According to this argument, the 
group must then be judged by international law, rather 
than the statutes of Colombian law. The stage is thus 
set for an assault on the nation's national sovereignty 
by the same horde of human rights lobbyists who've 
been so successful in destabi l izing Colombia in the past. 

The M- 1 9' s  behavior as "special" prisoners has been 
so outrageous that the Bogota daily EI Tiempo noted 
sardonical ly on April 1 0  that "soon we will have to ask 
their forgiveness for having captured them at al \ ! "  The 
terrorists' j ail cell s  have become headquarters from 
which to preach the "Colombian Revolution . . .  with 
booze, music and the Virgin of Carmen," as one jailed 
M- 1 9  member told an interviewer recently. "We'll do it 
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our way . . .  with no foreign i n fl uence, and no rigid 

conceptions .  " 
Predictably,  the M - 1 9  has already received the sup

port of  such proterrorist figures as writer Gabriel  
Garcia M arquez, who j ust fled Colom bia  to avoid being 
questioned by the mi l i tary on  his  own ties to the M - 1 9 .  

A l so  sign i ficant i s  the fact that the Colombian 
Comm unist Party-previously a staunch opponent  of  
terro rism-i s increasingly supportive o f  the  M - 1 9 . 
Among a group of 1 9  lawyers recently chosen to defend 
the M - 1 9  guerri l las  is the famed Communist senator 
and lawyer H um berto Cria les de la  Rosa,  who has never 
defended terrorists like the M - 1 9  i n  the past .  

The Comm unists are not the only  ones hopping on 
the M - 1 9  bandwagon . Trade-un ion  leaders of national  
promi nence, such as those of the UTC Federation-a 
conservati ve grouping hardly known for harboring 
leftist sympathies-h ave vis i ted the j ai l s  to hold "dia
logue"  with the M - 1 9  members ,  g iv ing them even more 
publ ic  credib i l i ty .  By vis it ing with the M- 1 9 ,  the trade 
union ists have also opened themselves up  for attack by 
such right-wing m i litary spokesmen as Defense M i nister 
Camacho Leyva,  who recently stated that any trade
union leader who fraternized with guerri l las deserved to 
be shot .  The o utcome has been the total polarization of 
Colombia's  pol i t ical  l ife .  

Support for the M - 1 9  has come fro m  factions within 
the Colombian m i l itary as wel l .  General  Fernando 
Landazabal  Reyes , the right-wing head o f  the army who 
recently threatened President Turbay with a coup i f  he 
dared leave the country on  a diplomatic tr ip to the 
U . S . S . R . ,  strengthened the M - 1 9 's  ca use when he char
acterized the 75 captured guerri l las  as "priso ners of  
war ." Lan dazaba l ,  who had to take a foreign d ip lomatic 
post  in 1 976 because of suspected involvement i n  coor
dinating domestic terrorist acti vit ies , recently described 
terrorism as the product of  "economic and social prob
lems" in  the society . 

Presi den t Turbay respo nded sharply and correct ly to 
LandaZ<lbal 's  characterizatio n .  H e  to l d  the press on  
Apr i l  6 that  " i f  we  were to accept the thesis that  social  
problems j ust i fy subversion , we would reach a point 
where two-thirds of  the world would have to be u p  in 
arms against their legit imate governments . "  

The president 's  statement,  however, was a lmost im
mediately overshadowed by the  press co n ference given 
a few days later by capt ured M - 1 9  leader Carlos Toledo 
Plata . Cal led to d ispel rumors that the terrorist leader 
had been k i l led by the m i l itary-the press and domestic 
human rights lobby had been demanding evidence that 
To ledo Plata was al ive-the press conference served as 
the M - 1 9 ' s  forum fo r espousing Third World insurrec
tion against the "react ionary Reagan govern ment" and 
for urging a l l  "serious Colombians . . .  to fo l low the 
path of armed struggle ."  
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, , 
Garcia Marquez 
comes to the 
M-19's defense 
Colombian n ovelist Gabriel Garcia M arquez has once 
again  in tervened on behalf of in ternational terrorism and 
the Social ist I n ternational 's  strategy for Third World 
insurrecti o n .  Fol lowi ng the mid- M arch arrest of  75 M-
19 mem bers i n  Ecuador,  Garcia M arquez protested that 
the arrests, the extradit ion of the terrorists, and the 
Colombian government's refusal to grant a ful l  amnesty 
to the guerri l las ,  was a manifestation of Reagan admin
istrat ion pol icy toward Lat in  America . 

Cont in ued fai l ure to heed the M - 1 9' s  demands for 
"socia l  reforms"  which , coincidentally,  match those put 
forward by the Brandt Commiss ion , would result in  civil 
wars and " national  l iberation  struggles" throughout 
Latin America . If the U n i ted States wants to avoid such 
upheavals ,  Garcia M arquez stated , it would do well to 
accept W i l ly Brandt's  recom mendations to let leading 
Social ist  I n ternational  figures "mediate" the conflict in  
Centra l  A merica . 

G arcia M arquez's actions  date from the late 1 960s, 
when he gained international  fame with the publication 
of  his  bestse l l ing  novel ,  One Hundred Years of Solitude. 
Since then , he has affi l iated h i m self with the institutions 
that contro l  internat ional  terrorism and profile popula
t ions s lated for I ran-style "revo luti o n s . "  

One Hundred Years of  Solitude i tself was a sophisti
cated p ro fi l ing of  Colombia  l i ke the psychological war
fare studies of  Brita in ' s  Tavistock I n stitute.  The novel 
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portrays the highly political Colombian population as an 
endemically violent people trapped in an irrational "Ma
condo" world of violence and countervio lence, incapable 
of development.  Carrying forward the "Macondo" pro
file, Garcia Marquez claims a Colombian revolution will 
be "con pachanga"-with a wild party. 

Garcia Marquez continually glorifies this degraded 
view of the Colombian population . He told the Italian 
daily Corriere della Sera that he was "proud" of his 
country's capacity to produce large quantities of mari
juana. "But don't be shocked," he told Corriere journal
ist Enzo Biagi . "Mine are a people who always find a way 
to survive ."  

Defending the M-19 
Garcia Marquez's defense of terrorism extends be

yond his role as an active leftist literary figure, however. 
While the novelist claims that terrorism is a "sterile" 
form of political struggle, he nonetheless hastily fled 
Colombia on March 25 when he learned that military 
intelligence wished to interrogate him on his ties to the 
M- 1 9  terrorists . One rumor circulating in  Bogota at the 
time was that the mil itary possessed copies of. corre
spondence between M- 1 9  leader Carlos Toledo Plata 
and Garcia M arquez and that the writer had also helped 
the M- 1 9  acquire arms for i ts failed military offensive in 
March . 

According to a source in Mexico City, Garcia 
Marquez has will ingly given "finanacial and moral 
support" to the Colombian Studies Center, whose stu
dents are known to be members or supporters of the M-
19. He helped the center obtain legal status and has 
made clear that he is wil ling to aid "real revolutionar
ies" like the M- 1 9 . 

Perhaps for this reason Garcia Marquez offered 
enthusiastic support for the proposed presidential can
didacy of Jaime Batemann Cay6n ,  M- 1 9  commander
in-chief who is sti l l  underground. The novelist called for 
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the government to grant the terrorist group a full 
amnesty to allow it to become a "legitimate political 
party."  And even if Batemann didn't win, his candicacy 
"could pose some different solutions and create some 
interesting disquiet in the country ."  Repeating the M-
19 warnings, Garcia Marquez said that if  the govern
ment fai ls  to grant the amnesty, the country could be 
plunged into civil war. . 

Garcia Marquez is part of the l iterary jet set whose 
"human rights" crusades are merely a cover for coordi
nating and defending terrorist actiyities . He is a member 
of the flagrantly proterrorist Bertrand Russell Tribunal 
which has most recently trained its sights on Mexico for 
I ran-style destabil ization; he is a close personal friend 
of former CIA agent. Philip Agee, whose first book he 
translated and distributed throughout Latin America; 
and he is seen frequently in the company of British spy 
novelist Graham Greene, who regularly corresponds 
with British triple agent Kim Philby, now a KGB 
general . 

For years , Garcia Marquez has worked with Amnes
ty International ,  the "human rights" agency that has 
orchestrated the destabilization of countless nations, 
Colombia included. While he stil l collaborates with the 
London-based Amnesty, Garcia Marquez has formed 
his own group, Habeus, to deal specifically with human 
rights violations in Latin America . 

The writer's frequent trips to Cuba, where he report
edly "only discusses l iterature" with good friend Fidel 
Castro, suggests his role in coordinating the Sociallist 
Internatjonal's strategy for fomenting Third World 
insurrection against the advanced sector-particularly 
directed against the Reagan administration .  In an April 
I interview with Colombian journalists, Garcia Mar
quez modestly suggested that i f  the United States 
accepted the Socialist International's mediation propos
al for Central America, he would be happy to serve as a 
negotiator. 

Iran Comes to Latin America: 
The Bogota Embassy Takeover 

An Executive Intelligence Review 
Special Report 

In this exclusive report, the EIR provides full documen
tary evidence that the Colombian "M-19," the first ter
rorist group to threaten the Reagan administration, is 
run by a faction of the Colombian military and the 
Society of Jesus. It examines the role of the Jesuit 
"theology of liberation " in the plans to "Iranize " Latin 
America. Price: $ 100.00.  The report may be ordered 
through Peter Ennis, (212)  247-8498. 
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Amnesty movement 
set up by Britain 
by Steven Meyer 

Amnesty International is a unique, well-placed support 
organization for international terrorism . Established in 
Great Britain in 1 96 1  by Peter Benenson ,  a British law
yer, Amnesty International's real purpose has never been 
to fight "human rights violations ." Rather, Amnesty has 
been a British intelligence project, put to work to erode 
the principle of national sovereignty. 

Over the years, Amnesty has cultivated contacts in 
both the terrorist "freedom fighter" community, as well 
as the international law community that has defended 
terrorist groups like the Baader-MeinhofGang. Amnesty 
takes on an astounding 5 ,000 cases of "human rights 
violations" every year. By establishing themselves with 
the authority of "nongovernmental observer" status at 
the United Nations, Amnesty operatives' have been able 
to enter prisons to ascertain the treatment of  prisoners; 
they have even been allowed to meet with prisoners 
whom they often turn into international heroes . And 
they have established extensive networks in 78  countries . 

Amnesty's networks 
In 1 965,  Columbia University professor Ivan M or

ris, Peter Benenson's  close friend, formed a sister organ
ization calling itself The Riverside Group. Two years 
later Benenson formed a ful l  nationwide branch of 
Amnesty, incorporated in New York State . He chose 
another close friend, Michael Straight, as the first U . S .  
chairman, while Morris joined him a s  a member . o f  the 
board of directors of the U .S .  organization .  

Morris was born in England, served with U.S .  Naval 
Research during World War II; joined the news depart
ment of the British Broadcasting Corporation (BBC) in 
1 950 for two years, then served in the research depart
ment of the British Foreign Office in London for five 
years before moving on to the United States . Straight, 
of the Wall Street family that founded The New Republic. 
was trained at the London School of Economics and 
Cambridge University , and was a close friend of Guy 
Burgess and Sir  Anthony Blount. Blount personally 
tried to recruit him into the now-infamous group of 
double and triple agents of the Queen . 

Sean McBride, the 'first chairman of  the I nternation
al Executive Committee of Amnesty, rounds out the 
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picture. McBride, who held that post from 1 963 until 
1 974, was also an executive committee member of the 
Pan-European Union .  This organization, headed by 
Count Otto von Hapsburg, is dedicated to shattering 
Europe into a loose union of bucolic ethnic regions 
under oligarchic rule, in place of industrial nation
states . 

In recent years Amnesty groups have worked on 
cases in Iran; in 1 975 ,  1 1 8 cases alone. In  January 1 979, 
by the time former U .S .  Attorney General Ramsey 
Clark walked the streets of Teheran under the banners 
that read "Death to America," Amnesty and other 
rights groups had extensive networks there that helped 
create the preconditions for the overthrow of the Shah. 
Clark was a member of the board of d irectors of 
Amnesty International-U .S .A .  He and Prof. Richard 
Falk of Princeton University, a member of Amnesty's 
national advisory board, continue to suppor,t Khomeini . 

In  Germany, Amnesty has recently intervened into a 
hunger strike by a member of the Red Army Fraction 
(RAF) or Baader-Meinhof, and demanded 'improved' 
prison conditions. thus legitimizing the terrorists' de
mands.  They were even allowed into the prison where 
Baader-Meinhof gang members were jailed, , and held 
negotiations with prison officials . West German De
fense M inister Gerhard Baum, who is openly lenient 
toward terrorists, acquiesced to Amnesty's demands 
that the terrorists be taken out of isolation cells and be 
permitted visitors and meetings with other prisoners. 

In Ireland, Amnesty invited Ramsey Clark and 
Jesuit priest Daniel Berrigan to meet with imprisoned 
I RA member Bobby Sands, who i s  near death due to a 
2-month hunger strike. ' The British government has 
heightened the tension a lready caused by a week of 
rioting in Belfast in sympathy with the I RA by refusing 
to allow Clark and Berrigan access to Maze Prison, 
where Sands is being held . 

Amnesty International has a National Advisory 
Council whose members are drawn from both the "left" 
and "right" sides of the political spectrum.  ' They in
clude: James Abourezk, former Democratic senator 
from South Dakota; Zbigniew Brzezinski, Jimmy Car
ter's National Security Adviser; William F. Buckley, Jr., 

editor of National Review and advocate of drug decri
minal ization; Prof. Richard Falk, member of the Coun
cil on Foreign Relations and the Institute for World 
Order; Richard Gardner, former U .S .  ambassador to 
Italy under Carter; Rita Hauser, member of the Com
mittee on the Present Danger; Jacob Javits, former 
Republican senator from New York and adviser to the 
National Organization for the Reform of Marij uana 
Laws; Paul Moore, Jr.,  Episcopal bishop of New York; 
Stewart Mott, General Motors heir and environmental
ist patron; Prof. George Wald of M IT, leading antiwar 
and antinuclear activist; and Rev. William Wipfler of the 
World Council  of Churches. 
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Socialists in Italy 
produce another Duce 
by Muriel Mirak 

When Benito M ussolini rode to Rome in an expensive 
rail compartment to seize power for his National Fascist 
Party in 1 922,  many otherwise rational observers abroad 
greeted the dictatorial takeover with applause. Italy had 
been nearly destroyed in the First World War, what was 
left of its industry demolished by anarchosyndicalist 
strike actions culminating in the disastrous factory oc
cupations :of September 1 920. In the wake of total eco
nomic breakdown, mass unemployment, and popular 
discontent, fascist terror squads took over the public 
piazzas during 1 92 1  and 1 922,  lashing out at business 
and labor organizations of both Catholic and Commu
nist orientation . It was on the crest of that terror wave 
that the squadrists' leader Mussolini ,  who had been the 
extremist leader of the Italian Socialist Party, rode to 
power. 

The rationale behind many foreigners' (including 
I talian-Americans') support for the 20th century' s  first 
fascist dictator was to be found in platitudinous notions 
of "law and order" ; somehow, many thought, perhaps 
Winston Churchil l 's friend, the "strongman" M ussolin i ,  
wi l l  be able to set Italy aright, stop the strikes, get the 
trains moving on schedule, and put the economy back on 
its feet . 

Such well-meaning foreign observers were to find out 
how wrong they had been only when the British-financed 
Mussolini experiment was repeated in Germany 1 0  years 
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later. Twenty years after M ussolini took powet , many of 
those same benevolent observers , especially on this side 
of the Atlantic, found themselves signing up as volun
teers to fight what had emerged as a fascist monster 
throughout Europe. Even the British, who had bank
rolled both the Italian and the German fascist move
ments, were impelled into action when their creature 
Hitler (M ussolini 's ally) pointed his guns westward-and 
not merely against the Russians that Churchil l  intended 
to destroy.  

Craxi's moves to 
become II Capo 

It would be well to recal l  the lessons of 1 922-24 Italy 
today. For today a new M ussolini has emerged aiming 
to take power, and the same layers of well-meaning 
observers, guided by the informed pens of New York 
Times and Washington Post journalists, are knowingly 
nodding that a "strongman" is the only solution to 
I taly's troubles. 

Italy's second  M ussolini , . Bettino Craxi, has just 
consolidated dictatorial power over his Italian Socialist 
Party (a subsidiary of the Socialist International which 
has vow�d to bring down President Reagan) .  The 42nd 
National Congress, held in the Sicil ian mafia's capital 
of Palermo,  was a repeat performance of Mussolini 's 
maneuverings within the National Fascist Party; l ike his 
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predecessor, Craxi used the congress to annihi late inter
nal opposition and emerge sole PSI spokesman . 

Craxi handled the congress so much l ike a FUhrer 
that the national press openly compared him to Musso
lini and called him "il capo" (the boss or FUhrer) .  I n  
the weeks of precongressional party assembl ies held 
across the country, . Craxi 's  powerful pol itical ma
chine, based on mafia drug running and terrorist net
works, and oil by Qaddafi ' s  Libyan regime, bought up 
delegates by the carload, so that, as the proceedings 
opened, he could boast a majority that only M ussol in i  
had equalled . 

In the party elections that concluded the congress, 
Craxi outflank�d the corrupt and disorganized in ternal 
opposition fri nges by turning the tables on traditional 
electoral procedures . I nstead of allowing the general 
secretary to be elected by the Direzione (the national 
committee), Craxi railroaded through a statutory 
change allowing for direct election by the 350 delegates . 
Despite cries of "Savoy ! "  ( Italy's former royal house), 
and "Down with the monarchy ! "  along with outright 
accusations of "fascism" hollared out in the hall, the 
vote went through and Craxi was proclaimed secretary 
by a more than 70 percent majority. 

Corriere della Sera. the paper of national record just 
bought up by Craxi funds, commented that Craxi at the 
beginning of the ' congress "had taken delight in pre
senting himself as a Marinettian [Marinetti was a 
futurist poet and ally of Mussolin i ) , a German, even a 
Mussolinian, according to some colorful definitions," 
and at the end was crowned "King Bettino ."  

This  "coronation" as  the press dubbed it ,  signaled 
the final phase in  a long march toward power that Craxi 
has carried out over the dead bodies of numerous 
opponents. 

Incremental gains 
Former PSI Secretary DeMartino,  for instance, lost 

all political clout in  the PSI in  1 977 when Craxi-related 
terrorist networks kidnapped his son and, through 
combined psychological and financial blackmail ,  de
stroyed him . Giacomo Mancin i ,  the patron of terrorist 
Franco Piperno, who once sat atop a powerful mafia  
organization, has  been apparently blackmailed into 
submission by Craxi 's more potent machinery, and must 
content himself with barely 2 percent 'of the party. 
Simultaneously Craxi has been bludgeoning other polit
ical formations into submission as wel l ,  with Gestapo
like brutality . 

First, the Forlani government, the current coalit ion 
that the PSI, with key ministries (defense, state holdings, 
finance, foreign trade, health) i s  part of. Forlani 's  
government was forced to close shop and shut down 
parliament for the period of the PSI congress . Five 
national party chairmen ( from the Christian Democra-
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cy, the Communists, the Social Democrats, the Repub
licans, and the terrorist fri nge parties) attended the 
congress personally . And as they took the floor to 
address the congress, they were greeted with abuse and 
blackmai l .  

The rowdy delegates booed and  hissed DC Party 
Chairman Piccoli (the man who, ironically, holds the 
most responsibi l i ty for having created the conditions 
within his own party to let the Socia lists into the 
government), and Craxi threatened him with a govern
ment cris is .  Craxi stated that the Forlani government 
"will be the last of  a certai n  type" and that "if the 
objective circumstances should be posed for a Social ist 
to become prime minister, we would not accept being 
turned down ."  To another of  his coalit ion partners, the 
Republican Party, Craxi had another ultimatum: either 
accept a program to Craxi 's  l ik ing at its upcoming May 
congress, or the new M ussolini would create a govern
ment cris i s .  

I n  short, Craxi ' s  much-touted guarantees of "gov
ernabil ity" for I taly were revealed to be based on a 

. simple blackmail threat: do as I say, or I pull the 
government down . 

Craxi 's  treatment of the opposition Communist Par
ty was no k inder. Chairman Berlinguer 's  presence had 
been secured, according to ins iders, only through tough 
armtwisting involvi ng Sici l ian mafiosi . Following mafia 
k i llings of Communists over the past year, the Com
munist national daily L '  Unita early last month raised 
the startl ing question of whether the assassinations were 
organized by PSI assassins ,  which adds credibility to the 
charges of such armtwisting.  So, Berlinguet went to 
Palermo .  And Craxi ,  not hiding his deep satisfaction, 
quipped: "He didn't  go to Moscow, but he came to 
Palermo .  There must be a reason ."  

When a PCI representative later had some mi ldly 
critical remarks to make about the congress, Craxi 
d ispatched a henchman to issue another threat; either . 
the Communists behave and accept the PSI " for what i t  
i s ,"  or they wi l l  pull out of the numerous coalition 
governments they have with the Communists on a local 
leve l .  

Dismantling Italy 
The "offer you could not refuse" that Craxi i s  

making retreads o f  the  footsteps planted by M ussol in i  
over 50 years ago .  Craxi  proposed a global " reform" of 
the Italian parliamentary system, replacing the "sup�r
fluous" bicameral system with a presidential dictator
ship .  From that position, which the PSI plans to control ,  
Craxi promises to outlaw strikes; eliminate the cost  of 
l iving escalator and other social legislation, and put 
through Global 2000-style austerity. The economic pro
gram just released by Francesco Forte, a Central Com
mittee member of the PSI and close factional 'ally of 
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Craxi ,  cal ls  for a genocidal reduction of the Italian 
population from today's 60 million to 20 mil l ion.  

Institutionally, Craxi has voiced his commitment to 
create a single "lay" party grouping, which, excluding I 
the Christian Democrats and the Communists, would 
include the prodrug, proterrorist Radicals, the Liberals ,  
the Social Democrats, the Republicans and-although 
this has not yet been stated, except behind closed 
doors-the historical party of fascism, the MSI  (Italian 
Social Movement). That political structure would con
stitute the modern version of Mussolini 's  NFP, and 
would annihilate whatever it could not succeed in 
assimilating unti l  a perfectly totalitarian situation were 
consolidated . 

Although the utter dismantling of mass-based polit
ical parties l ike the DC and PCI may seem impossible, 
the Craxi threat is not to be underestimated. Despite 
the fact that the PSI controls only 1 0  percent of the 
electorate, it has risen to the position of l iterally condi
tioning Italian politics because of its decades-long poli
cy of systematically undermining social institutions .  
Modeling i ts  activities on the terrorist campaigns of 
M ussolini ,  the PSI has ,  since the tragic 1 969 M i lan 
bombings, used political terrorism and Watergate-style 
scandals to erode the nation's republican institutions .  
Any politician, trade unionist, magistrate, policeman, 
journalist, or intel lectual who stood i n  the way has been 
ruthlessly mowed down . When, in 1 979, the Andreotti 
faction was definitively defeated , the PSI stepped into 
government power, signaling the terrorists' de facto 
seizure of power. 

If Craxi is not stopped by political developments 
from outside Italy, he, l ike his idol M ussol ini ,  will go all 
the way to dictatorial control .  

What that would mean for Europe and  the world i s  
simply what i t  meant last time round. The Second 
International and Jesuit forces backing Craxi 's  meteoric 
rise to power in Italy are intending to use that battered 
Mediterranean country as they did after 1 922, as a 
battering ram against the Giscard-Schmidt European 
axis. The Second International ' s  mobi lization to unseat 
Giscard by electing Mitterrand and thereby to topple 
Schmidt hinges in part on the success of their operations 
in the southern flank .  This points up the significance of 
Italy 's  de facto break with the European M onetary 
System (since Andreotti ' s  1 979 ouster), its break with 
the Saudis (through a PSI-orchestrated oil bribery scan
dal) and its strategic economic ties to the outlaw regime 
of Libya . 

Italy, under Craxi , is to be the first domino to fall in  
a series of planned Second I nternational fascist take
overs of Europe's sovereign nations . Just l ike in 1 922 
and 1 933 .  The question is :  wil l  the wel l-meaning observ
ers abroad let it happen? Or will they prevent it before 
a thi rd world war breaks them out of complacency? 
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Fifth Republic 

" 

The fate of France is at 
second-round fight for 

The final runoff of the French presidential elections on 
May 10 i s  shaping up as the toughest and most crucial 
electoral fight in the history of the Fifth Republic. 

What i s  at stake in these elections i s  the continued 
existence of the Fifth Republic. itself, which the Socialist 
International 's Fran�ois M itterrand has devoted his po
litical career to destroying. M itterrand was a leading 
supporter of the unstable, crisis-ridden Fourth Republic, 
in which he served frequently as minister. The Fourth 
Republic came close to destroying the French nation 
before it was saved by Charles de Gaulle's bold creation 
of the Fifth Republic. 

Outside France, a defeat of President Giscard would 
mean the destruction of the Franco-German alliance, 
which under Giscard and his ally Chancellor Helmut 
Schmidt had been the most important factor in preserv
ing world peace during the four years of Jimmy Carter's 
stay in the White House . 

Second-round fight 
The extremely close results from the first "round 

"primary" on April 26 indicate an even tougher fight 
for  the second round than the one that took place in 
1 974, when Giscard defeated Mitterrand in the runoff 
by a margin of only 400,000 votes.  

Mitterrand's vote last week was higher than the total 
he achieved in two previous presidential bids. An addi
tional indication of how tough a fight lies ahead for the 
next two weeks is that if one simply adds to M itterrand's 
vote the percentage achieved by several left and ex
treme-left 'candidates and one ecologist candidate-all 
of whom have to pull out pf the race-Mitterrand tops 
the 50 percent mark . 

However, the result of the second round is never 
determined on the basis of simply adding up "left" and 
"right" votes from the first round.  That is the trap 
confronting Giscard between now and M ay 10 .  

The results of the April 26 election a lso serve to 
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stake in the 
the presidency 

underscore several important shifts in the French polit
ical landscape which, in addition to the immediate 
bearing they wil l  have on the second round, will have a 
long-term significance. 

The Communist Party 
French Communist Party (PCF) General Secretary 

Georges Marchais' 1 5  percent score is the lowest turn
out for the PCF since 1 936, when it first became a m ajor 
force in French politics .  

The PCF traditionally turns out between 19 and 22 
percent of the vote, and i ts  15  percent showing repre
sents the hard core of PCF support in the country . 
There is no question that Fran�ois Mitterrand's h igh 
score is the product of a direct shift by 5 percent of the 
PCF's periphery to the Socialist candidate. A conjunc
ture of several events , from the situation in Poland and 
the Soviet invasion of Afghanistan, combined with a 
reaction to the party's recently renewed radicalism, 
partially explains the shift .  

The bad turnout for the PCF is no cause for 
conservative rejoicing. 

Marchais' low vote has a lready led to a shift in the 
party's tactics that could give a large boost to Mitter
rand . In the longer term, i t  will result in a reorganiza
tion of the PCF leadership, possibly including the 
removal of Marchais as the head of the party. 

The Central Committee of the PCF met on April 28 
and emerged with a decision which overruled Mar
chais' s previous stance toward the Socialists. The Cen
tral Committee called for unconditional support for 
Mitterrand and for the party to mobilize to "do every
thing necessary to beat Giscard and his policies . ' ;  The 
declaration referred to Mitterrand's refusal to agree to 
take Communist ministers in his government i f  he is 
elected, but down played it .  

This contrasts with the position Marchais had taken 
during his campaign, when he insisted that Communist 
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votes for the second round would have to be negotiated 
in exchange for ministerial posts. Marchais' tactic made 
him, in effect, Giscard's best ally, since the specter of 
Communist Party members in the government kept 
many conservatives away from Mitterrand.  

It  remains to be seen, however, if  the formidable 
PCF machine will go all out on Mitterrand's behalf. 
Not only does the PCF leadership generally despise 
Mitterrand, but the PCF is also more comfortable in its 
role as an opposition party, exerting pressure on wage 
demands, on foreign policy, and so on .  The PCF prefers 
to have some power rather than to be in power .  

Moreover, Mi tterrand has affirmed that i f  he is  
elected he wil l  immediately dissolve the National As
sembly and hold new elections,  hoping to win a majority 
in the assembly that would better suit his rule. There is 
no reason for the PCF to want to precipitate another 
round of national elections at a time when it has lost 
considerable support. 

Outside France , a defeat of President 
Giscard would mean the destruction of 
the Franco-German alliance , which 
under Giscard and his ally Helmut 
Schmidt had been tJ:1e most important 
factor in preserving world peace during 
the four years of Jimmy Carter's stay 
in the White House . 

After the April 26 elections one can no longer speak 
of the existence of a "Gaullist party" in France. The 
feeble showing of the courageous M ichel Debre ( 1 .6 
percent), coauthor with de Gaulle o f  the constitution of 
the Fifth Republic, reflects the decay. Debre's vote 
represents the hard-core intelligentsia of the Gaullist 
old guard, which has progressively lost control of the 
party since Jacques Chirac seized its presidency in 1 976, 
after resigning as Giscard's prime minister . 

One can no longer speak of a Gaullist party, but 
only of  a Chiracian RPR (Rassemblement pour la 
Republique-Rally for the Republic) party. The RPR is 
increasingly characterized by its radical populist appeal 
to the petty prejudices of the shopkeepers, small land
owners, and the l ike. 

The sociological  base of the "party of Gaull ism" is 
therefore no longer truly Gaullist in the sense of  Gaull
ism's national purpose and the search for national unity. 
Those elements of the population who still maintain 
that sense are to be found either in Giscard's camp or 
around M ichel Debre and the historic "barons" of 
Gaul lism who surround him . 
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In a mirror image to the shift in voting pattern on 
the left,  the 3 percent that Giscard lost  from his 1 974 
total can be found in Chirac's camp .  

The danger for Giscard comes from the deliberate 
wrecking operation that Chirac has carried out with the 
guidance of his top aides and supporters, Charles 
Pasqua, Jacques Foccard, and Jacques Medeci n .  

Chirac has done everything within h i s  power over 
the past six months to weaken President Giscard, cut 
out his voting base, and radicalize his own troops 
against the presidency . Although he has not managed 
to get into the runoff, he has unquestionably and 
deliberately served the cause of Fran.;:ois Mitterrand .  

Chirac has now announced that he personally wi l l  
vote for Giscard on May 1 0, but that he wi l l  not 
c�mpaign for the president .  In  short, Chirac has done 
the minimum necessary to avoid accusations of treason 
against the Fifth Republic, 'whi le doing nothing to 
ensure Giscard' s  victory . 

The first member of Chirae's camp to come out with 
an open endorsement for Mitterrand is Paris deputy Le 
Tac, who represents the "Pigalle" red-light district and 
is sponsoring a bill to legalize prostitution . 

Large numbers of Gaullist leaders, however, are 
preparing to spend the next period convincing their own 
and Chirac's base to cast what they are caning "the vote 
of reason" on May 1 0. Pierre Messmer, former prime 
minister under de Gaulle, a "baron" who had been 
heading Chirac's campaign committee, has already is
sued an appeal for a Giscard turnout, as have numerous 
other historic figures . 

General Bi l lotte, who served as chief of staff of the 
army under de Gaulle, wrote in support of Giscard in  
Le Figaro on April 28 ,  pointing out, " Isn't  it revealing 
that the governments of Moscow and Washington,  each 
attached in their own way to avoiding the worst, do not 
hide their ardent hope for a third Mitterrand fai lure?" 

Bil lotte is on the mark in pointing out that "avoid
ing the worst"-war-depends on Giscard's  re-election .  
The time left must be  spent convincing the French 
electorate that this is the case . 

Giscard would be i l l  advised to try to win re-election 
on the basis of the simple-minded slogan that M itter
rand as president would be "hostage" to the Commu
nists. Ultimately this would only lead to Giscard' s  being 
cut off from the organic support that exists for many of 
his pol icies among the PCF base and its large trade 
union , the CGT. 

Rather, Giscard must counterpose his own excel lent 
record on international issues, his initiation of a new 
international monetary system , and France' s ambitious 
nuclear program to the poli'cies of the Socialist Interna
tional's vice-chairman M itterrand.  And that, all experts 
agree, will determine the outcome of the historic vote 
on May 1 0 . 
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Editorial Statement 

Giscard is -the only 
by Lyndon H .  LaRouche, Jr. , Founder and 

At this moment, the enemies of France are deploying im
mense financial  and other resources into France in  the 
attempt to defeat President Valery Giscard d'Estaing. If 
these enemies of France were to succeed, not only would 
France begin to be destroyed as Italy has been destroyed, 
civilization itself would be i n  immediate danger. 

I do not exaggerate in the slightest degree . 
The international forces spending vast efforts to de

feat President Giscard include: 
• The Socialist International of Willy Brandt, Olof 

Palme, Fran.;:ois Mitterrand and I taly's Bettino Craxi are 
determined to destroy immediately the governments of 
President Giscard, Chancellor Helmut Schmidt of the 
Federal Republic of Germany, and President Ronald 
Reagan· of the United State�. 

• These forces of the Socialist International are open
ly allied with a Soviet faction led by Boris Ponomarev. 

• Vast efforts to defeat President Giscard are being 
deployed with aid of tho funds of  Libya . 

• Forces in Britain ,  including the Socialist In terna
tional-al lied British Fabian Society, are presently deploy
ing a maximum of their resources to defeat President 
Giscard,  destabil ize the government of Chancellor 
Schmidt, and unleash internal chaos in  the United States 
against President Reagan . 

Up to this time, since the January 1 977 inauguration 
of the evi l President J immy Carter, President Valery 
Giscard d 'Estaing has, to my knowledge, performed two 
principal , i rreplaceable, and continuing services to civi
l ization itself. 

On the economic front .  since the 1 97 1 destruction of 
the U .S .  dollar, the world has faced a growing monetary 
inflation ,  bringing us closer each month to the outbreak 
of  a depression which would be more profound than that 
we suffered duriRg the period between the two previous 
world wars of  this century . The Carter administration,  a 
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choice for France 
.. 

Contributing Editor 

creation of David Rockefeller's Trilateral Commission,  
attempted to bring this collapse into actuality, under a 
doctrine which the Trilateral Commission (and present 
Federal Reserve Chairman Paul A. Volcker) adopted in  
the name of "control led disintegration" of the economies 
of the industrialized nations as a whole. 

This depression has been postponed so far only by the 
successful cooperation of President Giscard and Chan
cellor Schmidt in launching ' the European M onetary 
System in 1 978 .  Today, only the success of President 
Giscard and Chancellor Schmidt in their efforts to estab
lish Phase Two of the European Monetary System can 
provide us even the opportunity to take other measures 
of preventing the imminent new world depression .  

On the issue of world nuclear war, it is my direct 
knowledge that only the joint efforts of President Giscard 
and Chancel lor Schmidt enabled the world to escape 
many probable circumstances for outbreaks of nuclear 
war during the 1 977 to 1 980 period.  At this present 
moment, it is the cooperation of President Giscard with 
President Ronald Reagan which is proving indispensable 
in the effort to block new threats of dangerous wars in 
the Middle East and possibly elsewhere. 

Out of my respect for the principles of sovereignty of 
republics, I do not address you on the details of internal 
policies of France, but on the consequences for civiliza
tion if we lose the presently indispensable role of Presi
dent Giscard as a world leader. 

The defeat of President Giscard means relative chaos 
in France's policies, and without a continuation of the 
indispensable role France has performed internationally 
under Giscard, the balance of forces in the world would 
be tilted in favor of growing chaos and almost certain 
world depression . In  the chaos and strategic miscalcula
tions arising from depression ,  nations would stumble 
into an otherwise "unthinkable" nuclear war. 
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I have respect and affection for Michel Debre. Unfor
tunately, it is a fact, as a leading British representative 
boasted to me in London during 1 976, British intelli
gence, aided by the Socialist I nternational ,  has disman
tled and disoriented the forces of Gaullism in France, as 
the &mall relative degree of support for the hero Debre 
reflects .  From the standpoint of the vital interests of 
civil ization as a whole, there is  no successful ly contend
ing figure against President Giscard's candidacy who 
provides an acceptable alternative to the President. 

I am reminded by such facts of President Charles de 
Gaulle's most-famous appearance on French television ,  
appealing to  the citizens of France: "Aidez-moi ! "  

What is  France? 
France is a nation created by Louis XI from the 

ashes of Genoese, Burgundian, and British destruction .  
It i s  the  France of Henry IV ,  Richelieu, Mazarin, 
Colbert ,  Vergennes, Carnot, Lafayette, Hanotaux, and 
de Gaul le .  I t  is not a mere collection of individuals . 
France is a national personality which m ust rediscover 
its moral purpose for existence as a nation-as every 
true republic must-in each new generation of world 
history .  

The danger to the  existence of France as  a nation is 
the danger understood by the great German republican 
ally of the forces of Carnot and Lafayette, the historian, 
poet, and dramatist, Friedrich Schiller. Viewing the 
destruction of  France ' from within by manipulation of 
British intel ligence's Jacobin agents Danton and Marat, 
Schiller commented: a great moment has found a little 
people. 

The danger to the existence of any republic is that a 
majority of its people become degraded from the quali
ties of true citizens, to become a "little people" too 
greedy, too narrow, too "l ittle," to comprehend the 
great issues confronting both civilization and their own 
nation's affairs during that brief period .  

Michel Debre is correct in l inking the lowering of 
the birth-rate in France to moral decay within France. 
It is the same in  the Federal Republic of Germany, 
which, under current birth-rates, may vanish as a nation 
during the next century . 

The ordinary citizen achieves morality and rational
ity by reflecting upon his or  her mortality . The immoral 
person reacts to the fact of mortality by adopting 
existentialist hedonism . His petty psychological appe
tites for pleasure and pain in each tiny moment of 
personal experience become everything: he lives morally 
on the level of the lower beasts in  this fashion . The 
moral citizen recognize's in the fact of mortality the need 
to make his or her l ife a positive contribution to both 
present and future generations. So, the majority of 
ordinary citizens develop their talents and order their 
actions in life, to provide an enhanced heritage for thei r ' 
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own and other families' children and grandchildren . 
Since the consequences of our actions are deter

mined by the lawful composition of the universe, the 
moral citizen is also a rational citizen, who demands a 
form of society ruled by reason, a form of society based 
on increasing knowledge of the lawful composition of 
the universe, and those advances in technology which 
are consistent with the principle of bringing mind and 
practice into agreement with the lawful composition of 
the continuing creation of the universe . I t  is through 
work governed by the principle of man's obligation to 
"exert dominion over nature," that Christendom has 
produced civilization as the alternative to pagan bestial
ity and irrationalism. 

It is as the citizen thinks of the policies of his or her 
nation according to the consequences of those pol icies 
for that nation's and civil ization's posterity. that that 
citizen rises above "littleness" of mind and spirit, to 
become a citizen worthy of the Fifth Republic of 
President Charles de Gaulle .  

Today, the evi l forces of pagan i rrationalism are 
again mobi lized to assault civilization . The "Ayatollah 
Khomeinis," the "mullahs" of anarchist irrationalism, 
of Sorel's fascist myth os of violence. of the "antinuclear" 
heirs of British agent Marat, are mobi lized around the 
neo-Malthusian doctrine of the Club of Rome, openly 
proposing a genocide ten times more numerous than 
that accomplished by the Nazi regime . 

Only nuclear energy can provide the amount of 
energy necessary to prevent genocidal destruction of 
nearly all of Africa-through famine, epidemic, and 
banditry. To oppose nuclear power is therefore to be 
worse than A dolf Hitler. 

Only a gold reserve-based new international credit 
system can provide the means of delivering technology 
desperately needed by the bil l ions of the developing 
nations, i f  genocide from famine, epidemic, and bandit
ry is to be prevented . Only such an expansion of high
technology world trade can provide employment and 
prosperity for the industrialized nations. 

Admittedly, there are defects of  omission within 
France's nuclear program . Laser and related plasma
physics technologies and development of controlled 
thermon uclear fusion must be expanded qualitatively if 
France is to maintain its present advanced position in 
the world in the nuclear field . However, without the 
influence of France's commitment to nuclear energy 
development, only the Soviet Union would have main
tained a leading position in this field .  

On the matter of even nuclear energy , France of the 
1 970s maintained the Gaul list conception of France' s 
special moral ro le and character in the world as a whole. 

True, Chancellor Schmidt's Federa l Republic of 
Germany has made indispensable contributions .  With
out Chancellor Schmidt, France would have been de-
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feated in its efforts over the recent years . Yet, without 
President Giscard ,  Chancellor Schmidt could not possi
bly survive. Without the Giscard-Schmidt continuation 
of the de Gaulle-Adenauer entente, continental Europe 
degenerates to the mere backyard of  the formerly 
industrialized nation of Great Britain .  

Without continuation of the efforts of the Giscard
Schmidt cooperation,  to develop the non-British conti
nent of Western Europe into a prosperous "superpower 
for peace," civilization will probably not survive . 

The question of this moment is whether a sufficient 
portion of  the citizens of France can rise above the 
isolated issues occupying the minds of a "l ittle people," 
to assert once again that France is st i l l  the Fifth 
Republic of Charles de Gaulle. Think of France, of 
your posterity , and of France's indispensable role in 
preserving civi l ization .  Capture once again that gran
deur of outlook which President Charles de Gaulle 
sought to inspire within you. 

France and the United States 
The future of civil ization demands that my own 

nation, the United States , free itself of enslavement to 
the influence of Britain ,  and restore that alliance with 
the forces of Vergennes, Carnot, and Lafayette on 
which the creation and initial survival of the United 
States depended . We must create among nations a 
growing community of principle, embracing sovereign 
republics dedicated to those principles Benjamin Frank
lin shared with the heirs of Colbert and Leibniz. That 
community, once restored, must be the preponderance 
of power and influence in the world . 

Let those who share the heritage of  St .  Augustine, 
Charlemagne, Dante Alighieri, Leonardo da Vinci, 
Louis XI ,  Colbert, and Leibniz make such a pact with 
one another as persons, as patriots and world-citizens .  
Let us resolve to bring such a community of principle 
among sovereign republics efficiently into being now. 

Let us create such a deeper all iance between our two 
nations.  To realize such a result, let us affirm the 
presidency of Valery Giscard . d' Estaing until at least 
such time as a qualified successor  in the footsteps of de 
Gaulle gains sufficient support to succeed him.  

Let us not pause with the winning of an election.  Let 
us reflect how close civilization has come to the condi
tion seen in I taly under the influence of Bettino Craxi's 
Socialist Party today. Let us make this time of election 
a time to resolve that, never again shall civil ization be 
placed so in jeopardy. Let us join forces to work now 
and over the years, to uplift the peoples of our nations 
from that condition of  " l ittleness" in which such evils 
are permitted . 

It is for that higher purpose that I appeal to the 
citizens of France. Vote to give civilization the possibil
ity to survive ! 
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Broad agreements 
reached between 
Bonn and Riyadh 

by Susan Welsh 

The central topic of West German Chancellor Helmut 
Schmidt's Apri l 27-29 trip to Saudi Arabia was not the 
much-discussed possible sale of German Leopard I I  
tanks t o  the Saudis .  The real subject was a comprehensive 
economic and political cooperation package designed as 
a strategic intervention into the world's precarious polit
ical geometry . 

This was a major purpose of Saudi Oil M inister Zaki 
Yamani 's statement on American television April 19 that 
his country has engineered a glut of oil  on the world. 
markets in �rder to bring down the price of oil and 
stabil ize the world monetary system . Yamani ' s  surprise 
announcement came just after the launching of an un
precedented joint Franco-German $6 billion loan to 
draw Saudi petrodollars from the money markets into 
low-interest credit for industrial recovery and energy 
development in those two countries . 

At the conclusion of Schmidt's talks in Riyadh, he 
described Saudi Arabia as West Germany's most impor
tant partner outside the NATO all iance. 

The results of the two-day meetings were impressive 
and far-reaching in scope: 

Economic development projects : The Saudis are seek
ing help to rebuild the old "Baghdad Railroad," which 
from 1 9 10- 1 9 1 7  l inked the country to Western Europe 
via Iraq and Turkey. The railroad was destroyed by the 
marauding of British intelligence agent T. E . Lawrence 
("Lawrence of Arabia") .  

The planned revival .of the project is to take place in 
three phases . An agreement has been reached for Ger
man participation in $ 1 0  bil l ion worth of projects for the 
first phase: revamping of Saudi Arabia's own railway 
system . Later stages ofthe project will extend the railroad 
to Kuwait, the United Arab Emirates, I raq, and then on 
to Turkey. 

Said Schmidt in a television interview April 26: "The 
Saudis want to invest in railroads, roads, ports, airports, 
desalination, industrial facilities of all k inds ." Yamani 
declared during the course of the talks in Riyad!i that 
Saudi Arabia values German assistance particularly be
cause of that country's "progress and dedication  to 
science and technology in industry and defense." 

In  total , German firms anticipate orders worth 20 
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bil l ion deutschemarks per year ($9.5 bil l ion) out o f  the 
total DM500 billion new Five-Year Plan . At the same 
time, the Dresdner Bank is currently working on pro
posed modification of existing laws limiting foreign in
vestment, to facilitate the flow of  Saudi bi l l ions into the 
German economy. 

Mideast peace settlement and the RDF: Schmidt and 
the Saudis were in  virtually complete agreement here, 
and the chancellor promised to brief President Reagan 
extensively on how the Saudis think the Mideast conflict 
can be solved, when he comes to Washington May 20. 
Bonn's policy, Schmidt said, is based on the concept of 
secured borders for all states concerned, full Israeli troop 
withdrawal from occupied territories, and self-determi
nation of the Palestinian people. The Palestine libera
tion Organization (PLO) should be included in M ideast 
peace talks, including a meeting this fal l  between foreign 
ministers of the Arab world and the European Common 
Market countries, he said. 

Schmidt and the Saudis rejected Haig's contention 
that the Soviet Union is the greatest threat to the Mid
east, agreeing instead that the Arab-Israeli conflict is the 
more fundamental threat to peace in the region .  

Both sides rejected Haig's Rapid Deployment Force. 
As Schmidt argued in an interview with Saudi newspa
pers before leaving Bonn, the RDF concept is  not feas
ible, since the Arab countries reject i t .  

Antiterrorism cooperation. German assistance will be 
given to Saudi Arabia in training an antiterrorism com
mando force .  This indicates a concerted Franco-German 
deployment to prevent any " Iran-style" destabil ization 
of the country; French security forces have been assisting 
Riyadh since last year' s seizure of Mecca's  Grand Mos
que by Islamic fundamentalists. 

Arms deal. Although Chancellor Schmidt supports 
the proposed arms deal, he has stated for several months 
that he does not yet see a majority in the German 
parliament that would vote for it, in  view of a law against 
arms sales to "crisis zones ."  Schmidt's argument is that 
Saudi Arabia is not a crisis zone but a bulwark of stability 
in the Mideast...;..an  argument which all of the above 
agreements wi l l  bolster. Schmidt advised the Saudis of 
the domestic opposition to the plan, and said that no 
decision could be made unti l  the fal l ,  after a thorough \ 

review in Bonn of arms sales policy. Schmidt and the 
Saudis avoided any l inkage between the arms deal and 
other areas of cooperation, in order to concentrate on the 
chances of a M ideast peace settlement and the realization 
of Riyadh's Five-Year Plan, according to the West Ger
man business dalily Handelsblatt Apri l  29. Helmut Kohl,  
leader of the Christian Democratic Union in 80nn, 
declared that he would back the arms deal, as did former 
chairman of  the Social Democratic youth organization 
Gerhard Schroder. Industrialists and the trade unions 
are l ikely to support i t  for economic reasons.  
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CONFERENCE REPORT 

Fabian peace groups 
plan political attacks 

by Luba George 

On April 23 ,  leading members of the following organi
zations gathered at the University of Groeningen , HoI
land, for a major "disarmament" strategic planning 
conference: the Institute for Policy Studies ( IPS); Social
ist International; the American Friends Service Commit
tee; Physicians for Social Responsibility; Fellowship of 
Reconci l iation; Pax Christi; Society of Jesus; and the 
I nter-Church Peace Council of Europe . The theme of the 
conference, titled "Nuclear War in Europe and How to 
Stop It," was the implementation of plans adopted by the 
Socialist International at their December 1 980 confer
ence in Washington, D.C .  to undermine the Reagan 
administration and to topple the West German govern-

. ment under Chancellor Helmut Schmidt. 
The three-day conference was organized by Adm . 

Eugene R .  LaRoque (U .S .  Navy retired) through his 
"independent" Washington think tank,  the Center for 
Defense Information.  Featured panelists at the confer
ence included LaRoque's cothinkers from the European 
military, who, as the admiral puts it, are "concerned" 
that the superpowers are "planning, training , and arm
ing for a nuclear war in Europe ."  Participants included: 

Brig. Gen. Michael Harbottler, former commander of 
U .N .  forces in Cyprus, and presently secretary-general 
of the newly created World Disarmament Campaign that 
was set up to push "disarmament" on a government-to
government level . The WND is headed by the 92-year
old Comintern-connected Socialist International foun
der Fenner Brockway. WND has received a ful l  endorse
ment from the That<;her government; it is overseen by 
Lord Trefgarne of Her Majesty's Household .  

Col. Gerhard Berkhoff, deputy chief of operations, 
Royal Brit ish Army; may be promoted to general . 

Rear Adm. F. Gueritz, formerly Royal British Navy. 
Rear Adm. Eugene R.  LaRoque, director of the Cen

ter for Defense Information,  Washington, D .C . ,  a group 
backed by the U .S .  Fund for Peace and the neo-Fabian 
IPS. At the COl, LaRoque and his staff of mil itary and 
civil ian analysts are in the forefront of the push for 
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conventional buildup in width, for military parity; 
against nuclear technology, and anti-high-technology 
programs .  To LaRoque, the recent Space Shuttle flight 
is "proof' that "technology is running amok" and can
not be "politically controlled ."  

LaRoque has  made extensive trips to  Israel, Japan, 
Korea, Sweden, and the Soviet Union to get "first hand" 
reports on their mil itary situations .  He served as assistant 
director, Strategic Planning Division, office of Chief of 
Naval Operations, and served seven years at the Penta
gon . 

E. P. Thompson, conference co-organizer . Thompson 
is an ex-Communist Party member and M arxist expert 
on "Jacobinism" and is  the leader of the new European
wide Nuclear Disarmament Movement (END). For the 
last six months, he has based himself in the United States 
because the " Reagan administration is appallingly dan
gerous," and "it is imperative to build a disarmament 
movement against Reagan ."  I t  was Thompson who, with 
the Rev . William Sloane Coffin ,  Jr . ,  organized the Dem
ocratic Socialist Organizing Committee's weekly course 
series "Pol itics of Disarmament," the spawning grounds 
for recent peace demonstrations in the United States . 

Gen. ( Ret. )  Wolf Graf von Baudissin, director of Peace 
Research I nstitute in Hamburg, West Germany. Tom 
Hofstad of the Arms Control and Disarmament Agency 
(ACDA) described the retired general as the "Gene 
LaRoque of West Germany ."  

Herbert Scoville, former deputy director, Central In
telligence Agency and National Security Council mem
ber under Henry Kissinger . 

Earl Ravenal, NSC member in the Johnson adminis
tration, cochaired the Groeningen conference. He is a 
member of the proterrorist Institute for Policy Studies. 

Many of the individuals and institutions involved in 
the conference played major roles in  undermining pre
vious U .S .  administrations,  including those of Lyndon 
Johnson and Richard Nixon . Some of thei r  European 
counterparts were key in the 1 968 destabil ization of Gen . 
Charles de Gaulle. 

But behind the conference walls there i s  a secret 
Admiral LaRoque does not l ike to talk about publicly: in 
collaboration with al l ied European "research centers,"  
and the COl,  a former U.S .  intelligence officer named 
Bil l  Arkin has been researching "for the conference" the 
specific location of nuclear weapons sites in Europe. But 
in February, the West German magazine Stern published 
a three-page article partly based on Arkin's research 
showing about 1 00 dots on a map of West Germany that 
represented nuclear weapons sites. The names of the sites 
would be revealed, the article said, at the conference . 

One wonders how LaRoque, an admitted supporter 
of Castro, became an assistant to the Chief of Naval 
Operations, and former head of the In ter-American De
fense Board .  
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MEXICO'S SONORA 

u.s. investors have 
new opportunity 

by Dolia Pettingell and Dennis Small 

In the past year, as Mexico became the world's  fifth 
largest oil producer, the excellent investment and trade 
opportunities Mexico offers have become an increasingly 
fami liar topic of conversation among American busi
nessmen and bankers. The Lopez Porti l lo government 
has encouraged such talk by outlining a comprehensive 
economic strategy based . on using Mexico's  large oil 
revenues for the rapid industrialization of the country, 
and inviting foreigners to participate in that boom if they 
abide by Mexico's "rules of the game." 

Last week , Mexican officials reiterated this orienta
tion at a business seminar with Texas businessmen held 
in Puerto Vallarta. Pemex's director of supplies, Raul 
Cisneros, told the gathering that in 198 1 Pemex' s  pur
chases of machinery and equipment wil l  increase by 1 00 
percent over the decade of the 1 980s, with half of that 
imported . And the foreign investment di rector for Nafin
sa, Mexico' s national development bank, explained that 
Mexico "needs foreign capital as a partner," and that in 
1 98 1  foreign investment in Mexico would be 90 percent 
higher than in 1 980. He added that of the over 2,000 
proposals Mexico received in 1 980 for the establishment 
of foreign businesses, over 1 ,000 were approved . The 
rest, he said, "did not fulfil l  the technological and job
creation demands posed by the government's economic 
plans. " 

Industrial transformation 
Any businessman thinking of stepping into this 

economic boom environment wil l  be particularly inter
ested in an upcoming industrial exhibition in Mexico, 
cal led "Sonora '8 1 ,  I ndustrial Prospects ." Scheduled for 
October of this year in Hermosil lo, the capital of the 
northern border state of Sonora , the exhibition will 
focus on the idea of the industrial transformation of 
Sonora's plentiful natural resources .  The Sonora ' 8 1 
exhibition, sponsored by the Sonora state government, 
will be particularly important for a number of reasons .  

First, the entire orientation of the event, that of 
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industrially transforming the region's resources with the 
most ' advanced technology, is i dentical to that of the 
Lopez Porti l lo admin istration itself. Just as on  the 
national level M exico intends to use its 20th-century 
resource, oil ,  to acquire 2 1 st-century technologies, so 
too Sonora ' 8 1 wi l l  emphasize advancing the techno log
ical level currently applied to agricultural and industrial 
processes. Where cattle is now only bred, the fai r  wil l  
explore modern technologies of slaughtering, packing, 
canning and freezing; where copper i s  now only mined, 
Sonora '8 1 wil l look into minerals processing, smelting, 
production,  and so on .  \ 

That the Sonora state government would approach 
economic development in a manner closely paralleling 
that of President Lopez Porti l lo is not accidental .  Son
ora Governor Samuel Ocana is  one of Lopez Porti l lo 's 
most important al l ies among the state governors.  

Second, the fact that Sonora borders on the U .S .  
' and is one  of the richest and  most technologically 
advanced states in Mexico makes the exhibition partic
ularly interesting for American businessmen . In the area 
of modern agriculture in particular, Sonora rivals some 
of  the most advanced methods applied in the United 
States . 

As the major grain producer in the country, Sonora 
last year produced 1 .2 mil l ion tons of wheat-a 53 
percent increase over 1 979.  Fruits and vegetables are 
also grown in  quantity, primarily for export. Sonora's  2 
mi l l ion head of cattle produce 625,000 new calves per 
year. There is significant hog production as wel l .  

Sonora is  a l so a powerhouse in  mining .  The coun
try 's  two major copper m ines are located in the North
east of Sonora, which combined produced 1 70,000 tons 
of copper in  1 980. Sonora i s  Mexico ' s  main producer of 
graphite, tungsten , and molybdenum . 

Beyond agriculture, cattle-breeding, and mining, 
Sonora has sign ificant activity in the area of fishing in  
the waters of the Gu lf  of California .  

. Sonot:a ' 8 1 wi l l  feature exhibition modules covering 
these four principal areas of activity. The goal is to 
provide participants with in-depth background 'i nfor
mation on production, productivity, and potentials for 
investment in advanced industria l  processing in each of 
these fields. 

According to the organizers of the event,  their 
purpose is to reach the key political, business and 
financial figures from Mexico, the United States, and 
other foreign countries that they expect wil l  attend the 
month-long exhibition ,  and inform them about the 
tremendous, mutually beneficial investment opportuni
ties available in  Sonora. 

Readers interested in further information on Sonora 
'S I can contact EI R 's Director of Special Services, Peter 
Ennis, at (2 1 2 )  24 7-8820. 
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DatelineMexico by Josefina Menendez 

The slow growthers take it on the chin 

The pro- Volcker crowd at the Bank of Mexico lost on more 
than statistics. 

A s I reported to you several weeks 
ago, the annual nationa l  accounts 
report of Mexico' s  cerHral bank , the 
Bank of Mexico, met severe criti
cism from Jose Andres De Oteyza , 
the industry minister. De Oteyza 
charged that the statistics provided 
by the Bank of Mexico that Mexi
co's GNP grew by 7.4 percen't last 
year were fallacious: his ministry 
found growth to be 8 .2  percent .  

I noted then that rumors were 
rampant that responsibility for na
tional accounts statistics would end 
up in the economic cabinet, where 
the president's pro growth attitude 
is more respected . That' s exactly 
what has happened . 

A few days ago, the Planning 
and Budget Ministry announced 
that it had signed an "agreement" 
with the Bank of Mexico to take 
over coordination of all statistics 
not strictly connected to the bank
ing sector itself. At the economic 
cabinet meeting where this was rati
fied, Planning and Budget Minister 
Miguel de la Madrid ,  re-set Mexi
co' s 1 980 growth figure at 8 .0 per
cent. 

Soine U .S .  readers, looking at 
the economic devastation of thei r 
own economy, inay wonder why 
there is so much fuss over a few 
tenths of a percentage point when 
7 .4 percent already looks so good .  

Well , for one  thing, 8 .0  percent 
is the target for growth under the 
Global Development Plan here . I t ' s  
also the level achieved the previous 
two years . So raising the 1 980 fig-
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ure gives a boost to government 
economic claims against those who 
say the situation is slipping, espe
cially the economic hoaxsters at the 
Wharton School , who run around 
saying that Mexico "constitution
al ly" cannot grow at more than 5-6 
percent. Wharton looked bad on 
this one. 

But much more important is  
that the issue of statistics was used 
as a pretext for hl,lmiliating the 
Bank of Mexico crowd, a bastion of 
monetarist, pro-V olcker sentiment 
in the country . Bank head Gustavo 
Romero Kolbeck has repeatedly 
and publicly defended Volcker . 

President Lopez Porti l lo,  a for
mer finance minister, knows better . 
He has fostered a healthy orienta
tion to solve inflation with "pro
duction ,  production,  and more pro
duction," as he is  fond  of sllying. 

He's got most of the cabinet in 
line, even those who otherwise 
tended to see eye-to-eye with Kol
beck,  such as current Finance Min
ister David Ibarra Munoz. Shortly 
after the cabinet session where the 
Bank of Mexico was put down, 
Ibarra told a meeting of business 
and government leaders that "in
terest rate warfare is the absolute 
number-one cause of the quasi
recession of the industrial ized 
countries, and hence, of the world 
economy." 

I ndustry Minister De Oteyza is 
saying the same.  I reported part of 
his early Apri l speech earlier, but 
I 've received the fu ll text in the 

meantime and, there' s more that 
may be of  interest . 

Mexico must "not fol low the 
interest rates of other nations," De 
Oteyza stated , since such high rates 
"will ,  through fi nancial costs , feed 
back into the inflationary process 
apd perpetuate it .  Inflation is not a 
supernatural spirit, it 's not a phe
nomenon impenetrable to reason ."  
He then cited the success of Far 
East nations that have based eco
nomic growth on productivity 
gains .  De Oteyza had some sharp 
words for Commerce Minister De 
la Vega's tariff policies, some of 
which De Oteyza criticized as too 
low to protect Mexican infant in
dustry . 

Don't conclude, however, that 
progrowth policies are fully in con
trol .  The fight to see who follows 
Lopez Portil lo-a nomination dUe 
within six months-is the determin
ing factor of al l  pol itical l ife .  Cabi
net ministers who want Lopez Por
ti l lo's benediction know they have 
to put up a progrowth front, wheth
er they are in agreement or  not.  

The outstanding case of  such 
expedient progrowth transforma
tion is Plann ing Minister De la 
Madrid, who moved forward to 
give the public coup de grace to the 
Bank of Mexico on the statistics 
question last week .  Also note that 
De Oteyza (who, by the way, is  
ineligible to become president) has 
a tendency to push his economic 
nationalism so far as to undermine 
his own progrowth efforts. 

A case in point is his insistence 
that Mexico not lift oil export lev
els-despite the fact that increased 
oi l  revenues are essential for the 
capital goods imports his own pro
grams requi re. This tendency to
ward self-defeating "autarky" will 
have to be watched . 
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MiddleEastReport by Robert Dreyfuss 

Behind the crisis in Lebanon 

Sheikh Yamani points to the strange bedfellows who are 
escalating the regional war potential. 

An important clue as to what i s  
happening around the Lebanon cri
sis was provided by Oil Minister 
Zaki Yamani of Saudi Arabia in a 
startlingly forthright address deliv
ered on April 23 in New York be
fore the Foreign Policy Associa
tion .  Yamani declared that I srael's 
Menachem Begin and the Soviet 
Union are working jointly to desta
bilize the Middle East. 

"The educated among the Sau
dis are fully alive to the fact that it is 
I srael that i s  the opening through 
which the Russians slip into the 
Arab world," said Yamani .  

"The more support the United 
States gives to Israel ," he contin
ued, "the better is the climate for 
the Russians in the region .  We be
l ieve that Russia stands to gain 
from the present situation and that 
Israeli policies, particularly those of 
the current government, are at one 
with Russian policies ."  

Yamani's strong statements co
here with intelligence received by 
EIR of ongoing covert collusion 
among the I sraeli government of 
Menachem Begin;  radical Arabs 
such as Syria's Hafez Assad and 
Libya' s Muammar Qaddafi, who 
are operating under the control of 
the anti-Brezhnev antidetente fac
tion of the Soviet KGB intell igence 
service; Secretary of State Alex
ander Haig; and British intelli
gence. 

The current crisis in  Lebanon is 
a product of this collusion . 

From Israel , Begin is intent on 
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triggering a war with Syria over 
Lebanon in order to reverse his 
otherwise certain defeat i n  I srael ' s  
June 30 national elections .  

From Syria, Assad is  a l so facili
tating this scenario,  partly to focus 
internal discontent away from him 
toward Israel ,  and partly to ensure 
Begin ' s  re-election .  Assad, Qadda
fi , and other Arab and Palestinian 
radicals actually view Begin as the 
candidate of choice, since his extre
mism is useful for winning sympa
thy for the Arab cause and for j usti
fying extreme Arab acts against Is
rael ! 

Begin ' s  extremism has the ob
vious effect of worsening the poten
tial for violence and driving the 
Syrians and Palestinians further 
into the arms of the KGB.  

, A key target i n  this operation i s  
Saudi Arabia, whose o i l  pricing and 
production policies as well as rela
tions with France and West Ger
many have angered the British .  In
telligence sources confirm that the 
British Secret Intel ligence Service, 
working with the I sraeli M ossad 
and the KGB, have joined hands 
with Palestinian terrorists in  an at
tempt to destabil ize the Saudi Ara
bian regime and force it to reverse 
its policies . 

According to one source, a Le
banon blowup will be used to ignite 
an "unprecedented political crisis 
in Saudi Arabia ."  A palace coup 
would topple the stability-minded 
old guard of the Saudi monarchy 
led by Crown Prince Fahd, and 

bring into power a radical clique of 
young, anti-Western princes work
ing in  concert with a motley crew of 
tribal leaders.  

Aleksandr Beichuk, an official 
of the KGB-linked I M EMO think 
tank  in  Moscow, has meanwhile 
published an analysii predicting 
"social explosions" in the oil-pro
ducing countries. 

The KGB-Begin interface into 
the operation to use Lebanon to 
radicalize the Persian Gulf is being 
closely examined by several Arab 
intelligence services. 

"Look at Lebanon," stated one 
Arab intelligence source . " I Srael 's 
policy there i s  one of calculated 
provocation . This increases Soviet 
leverage in the s ituation . For exam
ple, the Kuwaitis have gone to Rus
sia to discuss how Russia can influ
ence Syria .  The question of KGB 
moles in  the Mossad is a serious 
one." 

Sources indicate that former I s
raeli Foreign Minister M oshe Day
an may somehow be tied up in this 
game, a possibil ity borne out by his 
wrecking operation against Begin ' s  
main  opponent in the  upcoming 
election,  moderate Labour Party 
leader Shimon Peres . 

Unfortunately, Peres has main
tained a strange silence on Begin ' s  
Lebanon escapades� a silence that 
may cost Peres the election .  

Over the past  several weeks ,  the 
Saudis have quietly indicated their 
interest in  cooperating with a Peres
led I srael . Parallel feelers for "re
gional economic cooperation and 
joint efforts against fanaticism" 
have been extended by Peres . 

But all these possibil ities for 
peace in the region could be shat
tered overnight if the Begin-Assad 
extremists and their British-KGB 
string-pul lers have their way .  
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International Intelligence 

Iran firms up ties to 
Steadfastness Front 

Khomeini 's  I ran is busy firming up ties 
with the radical Arab " Steadfastness 
Front," which is composed of such Sovi
et KGB assets as Libya and Syria .  

Last week, Jalaleddi n  Farsi , a leading 
member of Iran's ruling Islamic Repub
lican Party (headed by Ayatollah Be
heshti), declared that Iran would attempt 
to establish a military and political alli
ance with the Libya-Syria bloc in the 
Arab world. 

Farsi declared that the IRP had j ust 
completed a m aj or foreign policy review 
that concluded that the Khomeini regime 
should not support the M uslim Brother
hood in  Syria because of its attacks on 
the Syrian regime of Hafez Assad, but 
instead should back Assad and Libyan 
dictator M uamm!ir Qaddafi.  

Farsi recently returned from a trip to . 
Moscow. 

Venice, IMEMO concur 
on ECU use 

Nearly identical proposals advocating 
the formation of a European currency 
bloc in  competition to the u . s .  dollar are 
circulating under the stamp of the Soviet 
Union's I M EMO institute and the Ven
ice-based Assicurazione Generale di  Ve
nezia, one of Europe's largest insurance 
companies. 

European Community Commission 
monetary official Padua-Schioppa, a 
Venetian nobleman, argued that the Eu
ropean Currency Unit, now the numer
aire of the European M onetary System, 
should become full-fledged circulating 
money and compete with the dollar as an 
international reserve asset . The to-be
established European Monetary Fund, 
he added, should be a full-powers central 
bank for Europe . 

A month before Padua-Schioppa 
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made this  proposal before a n  Assicura
zione-sponsored meeting i n Trieste 
March 30, the Soviet I M EMO i nstitute's  
bulletin Memo had had the same idea. 
" Especially dangerous for the dollar is 
that the to-be-formed European M one
tary Fund will be the embryonic form of 
a European central bank,"  leading to 
dumping of  dollar reserves in favor of  the 
European Currency Unit .  

European leaders Helmut Schmidt 
and Valery Giscard d' Estaing believe 
that the European Monetary Fund 
should stengthen, not undermine, the 
dollar. But the Benelux central banks 
hold the same perspective as the Vene
tians and the Soviet institute. I M E M O  is 
associated ' with Philby codefector Don
ald M aclean and does not always reflect 
the view of the Soviet government. 

I 

Soviet-Canada 
grain accord signed 

Canada and the Soviet U nion have com- . 
pleted negotiations for a five-year agree
ment under which Canada will sell the 
U . S . S . R .  5 mill ion tons of grain per 
year-two-thirds wheat and one-third 
barley-according to Canadian trade 
sources. While the· government wheat 
board declined comment on the negotia
tions, sources indicated that the Soviets 
had initially requested more grain than 
could be delivered with Canada's logisti
cal difficulties. The Soviets, says the 
Journal of Commerce, are attempting to 
rebuild stocks to aid their East European 
all ies . 

In a related development,( a spokes
man for Argentina's  national grain 
board told U nicom News that the Soviets 
had assured Argentina that it was com
mitted to diversifying the source o f  its 
grain imports. Traders and grain ana
lysts in Buenos Aires have been speculat
ing as to whether Argentina would lose 
any Soviet business now that the embar
go has been l ifted . Under a 1 980 agree-

ment Argentina supplies the Soviet 
Union with 4 . 5  mi llion tons of corn and 
sorghum per year, and this year has al
ready contracted for sales of  an addition
al 2.25 million tons of grain to the Sovi
ets. 

On April 27 U . S .  Agriculture Secre
tary Block told an American farm editors 
banquet that the Soviets h ad given no 
indication what they will demand in a 

new bilateral grain agreement to replace 
the five-year accord expiring in  Septem
ber. He also said that the Soviets would 
probably not buy much grain from the 
U . S .  right away with the l ifting of the 
embargo, since they have covered their 
needs elsewhere . "And frankly, I cannot 
blame them ," he added, referring to the 
effect of America's 1 5-month demonstra
tion of  its unreliability as a supplie�. 

Archbishop wants new 
antibomb movement 

Archbishop of Canterbury Robert K .  
Runcie is n o w  in the U . S .  trying t o  mo
bilize a Bertrand Russell-type antiwar 
movement. I n  a major speech to the N a
tional Press Club April 28,  Runcie 
claimed that "the world is dangerous 
because all regimes in varying degrees 
. . .  deal in l ies and propaganda which 
create the possibility of doing the un
thinkable, destroying humal'l life and our 
civilization ."  Runcie called for an inter
national effort to force a ban on tactical 
nuclear weapons, further nonprolifera
tion measures, and a complete ban on 
nuclear testing. Runcie also announced 
his support for a proposal to bring to
gether Eastern and Western church lead
ers, including Pope John Paul I I ,  to ad
dress the peril of nuclear war. 

R uncie is in the United States for an 
extraordinary meeting of the world's An
gl ican leaders. Sources report that one of 
the key topics that the conclave is ad
dressing during its sessions is  Runcie's a 
ban-the-bomb proposal.  While he is in 
the U.S.  Runcie plans m aj or addresses in 
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Los Angeles on illegal immigration ,  in 
Iowa on land use,  and in Chicago . 

Runcie's antibomb rhetoric coincides 
directly with Second International-KGB 
efforts to revive the antiwar movement in 
the West as a battering ram against the 
governments of Giscard , Schmidt, and 
Reagan.  The Anglicans are full partici
pants in this effort; last week, 76 l iberal 
and conservative Episcopal bishops in 
the U . S .  wrote a letter to the White 
House cal ling for an immediate termina
tion of aid to El Salvador. 

Qaddafi falters 
in Moscow trip 

Libya's Colonel M uammar Qaddafi end
ed three days of talks i n  M oscow April 
29 withou� the unqualified endorsement 
of his activities sought by Qaddafi and 
predicted by many people who take Lib
yan-Soviet convergence as axiomatic. A 
rumored friendship treaty between Libya 
and the U . S . S . R .  failed to materialize 
and the communique on Qaddafi's talks 
with Soviet President Leonid Brezhnev 
referred to "an atmosphere of friendship 
and frankness"-the latter word denot
ing substantial disagreements . 

In a speech greeting Qaddafi ,  the So
viet president voiced support for "anti
imperialist" struggle, but then proceeded 
to use the occasion for addressing Wash
ington with an appeal for an internation
al conference on the Mideast. 

Brezhnev rejected formal establish
ment of new "spheres of influence" in the 
Third World, adding that existing rules 
of conduct excluded "outside support for 
separatist movements. " While referring 
to the topical case of  Lebanon, this 
Brezhnev formulation could not fai l  to 
recall Qaddafi's own approach to some 
neighboring countries; European ob
servers found it significant that Qaddafi 
did not win any Soviet statement on his 
bid to annex Chad and other North Af
rican nations. 

Qaddafi 's  arrival in Moscow, fresh 
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from his latest tour of Africa and in the 
midst of a political intervention in  I taly 
in collaboration with proterrorist forces 
there, was premised on the tendency of a 
Moscow "destabi lization" faction to em
brace him as a prime Soviet ally. Brezh
nev's handling of  Qaddafi showed that 
this was not a sure bet. 

Plans to sabotage 
U.S.-Mexico summit 

With the announcement of the resched
uled Lopez Portillo- Reagan summit to 
take place June 8-9 at the Camp David 
retreat, the enemies o f  U . S . - Mexican de
tente have stepped up their efforts to 
sabotage the meeting. 

Sources in Washington report that 
the original site o f  the s ummit, San Die
go, California and Tij uana, Mexico, was 
changed because of  extreme security 
risks, including reported arrests of  sev
eral persons for threatening to kill both 
presidents. 

I n  M exico, radical-leftist Excelsior 
columnist Manuel Buendia commented 
April 30 that Lopez Porti l lo  is selling out 
for going to Washington instead of Rea
gan traveling to Mexico. In  addition, the 
office of  the Mexican subsecretary of 
health for environmental a ffairs told EI R 
that they are working closely with the 
U . S .  Environmental Protection Agency 
"and the authors of ' the world in the year 
2000' [Global 2000] ."  The subsecretary, 
Manuel Lopez Porti llo (a cousin of the 
president) recently gave an environmen
talist speech publicly citing Global 2000, 
to decry the dangers of pollution caused 
by industrialization in Mexico . 

On the U . S .  side, a Treasury Depart
ment official currently in Mexico issued 
a press statement anno uncing that the 
United States is  planning to substitute 
imports of Mexican oil  for solar and coal 
forms of energy . The official ,  Tim Mc
Namar, spoke at a three-day sem inar on 
solar energy organized by the State De
partment and the U . S .  em bassy. 

Briefly 

• THE BRITISH government is 
secretly extending offers to the 
Saudi Arabian government to sel l 
the Saudis the British-made Nim
rod radar aircraft system i f  the 
U . S .  Congress forces the Reagan 
administration to back down on its 
offer to sel l AWACs to the Saudis.  
"The Nimrod has many of  the ca
pabi lities of the AWACs, the Brit
ish are tel ling Saudi military peo
pie," a Gulf  intelligence source 
to ld EIR . 

• EAST GERMAN and Israeli 
aircraft have been landing at a Par
is airport to unload ammunition 
for tran sfer onto Iranian planes. 
"These transfers imply East Ger
man-Israeli intelligence collabora
tion to back up the Khomeini re
gime," a well-informed Middle 
Eastern intelligence source told 
EIR . 

• BOB MAR LEY, the stoned 
reggae superstar and Rastafarian 
cultist, has been bestowed the "Or
der of  Merit" by the Jamaican 
government. The Order of Merit is 
the third highest award the Jamai
can government can give .  Jamaica, 
whose Prime M i nister, Edward 
Seaga, has endorsed Jamaica's 
growing drug economy, hailed 
Marley as "the person most re
sponsible for the growing acept
ance" of reggae, a bestial ,  drug
based music that i ncorporates ele
ments of the Rastafarian mari
j uana cult.  

• FIDEL CASTRO, at the open
ing of the Second Congress of 
Third World Economists in H a
vana an April 28,  demanded a so
cal led South-South conference o f  
Third World nations t o  discuss 
strategy against the advanced sec
tor, the North . According to the 
Cuban premier, the North-South 
conference scheduled for Mexico 
City in October is based on a "the
ory developed by the opUlent 
North to treat the i mpoverished 
and backward South with con
tempt . "  
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Reagan strengthened: 
key decisions yet to come 
by Richard Cohen 

While the imminent victory of the Reagan administra
tion tax and budget policy will undoubtedly strengthen 
the new President's political hand on the Hil l ,  i t  is a 
number of other domestic and foreign initiatives that 
actually give hope for a fundamental turnaround in U .S .  
policy. 

This morning's surprise announcement of an ear!y 
and unusually private meeting between President Rea
gan and President Lopez Portillo of Mexico on June 8-9 
fills in a series of crucial meetings and conferences that 
can provide the margins of input needed to define Rea
gan's domestic and international policies. The President 
will also meet with West German Chancellor H�lmut 
Schmidt in M ay, and the discussions will obviously shape 
U .S . -European relations, for better or worse. Later, in 
July, Reagan will join the heads of state of the other 
major Western industrialized nations and Japan at the 
Ottawa economic summit. 

Reports indicate that these series of meetings will 
bring the President face to face with the negative political 
reality c�eated by the Federal Reserve' s insistent high
interest-rate policy. Simultaneously, Congressional 
sources report, the same moderate House and Senate 
Democrats who nearly broke the administration's "eco
nomic recovery plan" may move to concentrated attack 
against the Fed's credit-strangling policies in June and 
JUly . 

This combination of political factors could force the 

46 National 

administration off dead center on Fed policy during the 
crucial months of May,  June, and July. 

The imminent passage of most essential parts of 
Reagan's economic recovery plan wi l l  significantly 
strengthen the President's political hand. Within 1 0  
days, Reagan's political strength in  Washington will 
probably be greater than Carter enjoyed at any time. 
The irony is that many of the budget cuts will accelerate 
the industrial col lapse inherited from Carter, and in  
short order destroy Reagan's political advantage, if  a 
second, genuine, economic' recovery program does not 
follow, . 

As Reagan' s  own political advisers will tell you, this 
increase in  Presidential strength will come les� from 
winning the upcoming votes in Congress, than from not 
losing them . Loss in any significant aspect of the 
program which administration officials have dubbed 
their number one priority, would have doomed all 
administration proposals to the status of Congressional 
doormats for at least a year, in  the view of those closest 
to the White House. For the past several weeks, admin
istration officials have been on an around-the-clock 
mobilization to recover lost conservative Republican 
votes on the Senate Budget Committee, and, more 
importantly, to win over and consolidate conservative 
Democratic members of the House . 

What can reverse the potentially fatal track on the 
budget front is the President's abil ity, magnificently 
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demonstrated in his national address last week , to 
mobilize the progrowth instincts of  the American pub
lic. Should Reagan's manifest talent for moral leader
ship be mobilized around a correct economic program, 
the looming danger of "Hooverization" may yet be 
reversed . On a number of fronts, both foreign and 
domestic, there is considerable cause for hope . 

The embargo and Mexico 
The announcement late last week to l ift the grain 

embargo against the Soviet Union shored up key con
servative farm state and rural support for this week's  
tax battle, but  can a lso have further-reaching implica
tions in terms of expanding East-West relations.  Presi
dential adviser Edwin Meese I I I  this week raised the ' 
possibil ity of an informal meeting between Reagn and 
Soviet President Leonid Brezhnev. Intelligence sources 
also indicate a sizable increase in U .S . -Soviet contacts. 
Another important spinoff effect wil l be to aid the 
reelection chances of France's President Giscard 
d'Estaing by demonstrating that a conservative U .S .  
goyernment has chosen to  do  what the French president 
has already done. 

A close analyst of the Reagan administration called 
the l ifting of the embargo "zany and out of profile ." 
But beyond the well-executed pressure from the Depart
ment of Agriculture, the clincher for the decision came 
from the President's own close advisers Edwin Meese 
and James A. Baker. 

Another track that can serve as a corrective to the 
depressionary effects of the budget cuts and Volcker 
interest-rate policy is the announcement this week of a 
June 8-9 meeting between Reagan and Mexican Presi
dent Jose L6pez Portillo . The potential for oil-for
technology accords between the two nations is  in the 
multibillion-dollar range, and Mexico's needs for high
teclinology capital equipment could provide the catalyst 
for a general recovery of U .S .  industry. 

In announcing the meeting, to take place at Camp 
David, National Security Adviser Richard Allen notice
ably softened his earlier advocacy of a North American 
Common Market. Allen stated that there had been 
great misunderstanding about the proposal, which the 
Mexicans see as a threat to national sovereignty, and . 
that the administration in  no way intended to replace or 
usurp the issues under bilateral discussion-energy, 
technology, immigration-with a multinational frame
work. 

A third l imited but substantial step on the foreign 
policy front was the decision to sell the A WAC system 
to Saudi Arabia. Close watchers of Capitol Hil l  are 
privately predicting a smashing victory for the admin
istration when the sale comes up for a vote, probably 
this fal l .  Although the intentions of the administration 
are ambiguous, one effect is certainly to strengthen the 
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electoral position o f  Israeli prime minister candidate 
Shimon Peres . By postponing the A WAC vote until 
after the June 30 Israeli election, Reagan avoided 
handing the bellicose Prime Min ister Begin a re-election 
issue. A quid pro quo on Saudi oi l  prices and supply is 
also not to be ruled out as a motive. M eanwhile, the 
Begin lobby and their friends on the Hil l  are mobi lized 
for a fight, a fight one observeI'" believes is already 
creating a "deep-down impatience wi th Israel in the 
administration," and drift that could lead to a major 
change in U .S .  policy toward Israel .  

The A W AC decision was a black eye for Secretary 
of State Haig, whose opposition to the deal had been 
quite public. Backed by the White House staff, the 
President overrode the secretary of state on this issue as 
he did on the Soviet grain el]1.bargo . 

The war on drugs 
I n  a major policy speech April 22 ,  Meese again took 

the lead on a new front, pledging that the federal 
government would launch a war against international 
narcotics trafficking "in a different  way, in a more 
massive way, in  a more extensive way thim has ever 
been done before ."  

. Unreported in  a l l  but a few major n�wspapers, 
Meese's Washington speech cited a 59 percent increase 
in violent crime over the past 1 0  years as the i'rhpetus 
for an expanded federal role in the drug war. He 
outlined an ambitious program for drug enforcement 
that would bring in every agency of the federal govern
ment. In a direct reference to President Carter's ap
pointment of NORM L  advisory board member M athea 
Falco to the top State Department post on narcotics, 
Meese stated: "It was a k ind of travesty that in the past 
we have had people in the position of Assistant Secre
tary of State for International Narcotics Affairs who 
themselves belonged to organizations that were dedicat
ed to the legalization of marij uana ."  The pledge to 
clean out every vestige of prodrug sentiment from the 
Federal bureaucracy could not have been clearer. 

All of the important initiatives of the last 10 days 
have one thing in common:  the President was persorially 
involved in  the decisions that demonstrated a new 
openness to policies promoting economic growth and 
international stability. President Reagan ' s  active organ
izing and decision making put an end to speculation 
that months of convalescence would deepen the policy 
paralysis characteristic of the first two months of the 
administration .  And the initiatives, along with h is dra
matic speech to Congress, had the effect of pulling the 
nation behind the President, by giving the constituencies 
that handed him a landslide victory last fall a sense that 
they had in fact thrown Carter policies out with Carter, 
and that the moral purpose of the nation could be 
restored . 
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GLOBAL 2000 

'Population shock therapy' for the 
Third World: Haig's RAPID program 

by Lonnie Wolfe 

Over the course of the last week, EIR has uncovered a 
major psychological warfare and brainwashing opera
tion run jointly by Alexander Haig's State Department 
and the Population Crisis Committee of General Max
well Taylor aimed principally at Third World leaders .  
The goal of the operation is to force acceptance of the 
population and de�elopment doctrine of  the Global 2000 
report, the plan drafted by the Carter administration that 
calls for the reduction of the world's population by 2 
bil l ion people by the end of this century . 

The centerpiece of this plot is the RAPID program,  a 
$4 mil l ion four-year project funded through the "inter
national population programs" budget line of the U .S .  
State Department and  the Agency for International De
velopment (AID).  RAPID, or Resources for the Aware
ness of Population Impact on Development, is designed, 
according to one of its project coordinators, Malcolm 
Donald, to "adminster population shock therapy to 
Third World leaders and population and development 
planners . . .  We are ' the psychological warfare unit of 
Global 2000, so to speak ." 

Who runs RAPID? 
The principal contractor for RAPID is the Glaston

bury, Connecticut/Washington ,  D .C .  based Futures 
Group, a think tank specializing in "future studies . "  

The Futures Group was set up  in  1 97 1 by  Ted 
Gordon, a former top employee of the RAND Corpor
tion .  Along with Olof Helmer and Norman Dalkey, 
Gordon developed a psychological manipulation tech
nique known as the RAND "Delphi" method. The 
Delphi method seeks to subtly shift people's perception 
of reality by manipulating variables of available infor
mation.  It is deliberatedly constructed to Involve 
"groups of experts" in scenario planning, so that the 
targeted individual gets to participate in his own brain
washing by developing what appears to be his own 
scenario or choosing from several rigged scenarios .  

RAPI D uses a form of the Delphi technique on its 
intended victims, the leadership cadre of Third World 
countries . Taking data from a number of sources in-
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c1uding the World Bank, the United Nations, the State 
Department, but most importantly from the individual 
countries themselves, RAPI D technicians "tailor" a 
computer program that wil l  deliver a range of predic
tions for varying degrees of population increases on 
approximately 1 2  sectors of the national sector econ
omies. The projections are in categories: high (current) 
growth, medium-range growth, and rep lacement-level 
(zero) growth . In addition , a "historical demographic" 
projection, extending current trends in  population 
growth through the year 2025 is  run . 

From the outset of the program development pro
cess, the basic idea is to wean leaderships away from the 
idea that h igh-technology development of their coun
tries is desirable. "RAPID tries to point countries away 
from Marshall Plan-style heavy-industry development," 
said Donald. "We used to tell people in  the 1 950s that 
they weren' t  developed unless they were industrialized. 
This led people to make the wrong decisions about their 
resources and population . The heavy-industry policy is 
wrong in  genera l .  . . .  We are making sure that the 
population factor is dominant in policy-making . . . . . 
Our idea is to win people over to the perspective that 
economic development won't solve problems, it will 
only make them worse. The leaders must begin to 
change their policy .  If they don't, there are always 
elections, and in some cases the bullet. Things have a 
way of happening." 

Every step along the way, the RAPID technicians 
work closely, with planners from the various host coun
tries . "This i s  key," said Donald, who works for the 
Futures Group. " I t  is very important that we make 
people feel that they are sti l l  i n  control of their own 
program.  Our influence must be subtle to be effective. 
I t cannot appear that we are importing a program. This 
'home grown' aspect adds to the psychological weight, 
of what we are doing ."  

The first target of the RAPI D program is the 
development ministries of the host countries. "We work 
on the key people there," said Donald .  "This is where 
the action is .  I f  we really want to control population, we 

EIR M ay 1 2 , 1 98 1  



must insinuate population-control ideology into the 
planning process . "  The next target is the cabinet and 
chiefs of state . Once the program is complete, a series of 
carefully run seminars are held for national leaders . 
These consist of verbal presentation accompanied by a 
display of the program on a portable Apple computer, 
complete with colored graphics. 

"The computer is  a powerfully convincing device . 
We can get people to change their whole outlook in the 
face of its overwhelming power ."  

According to Donald and others the targeted leaders 
"don't have a chance." 

"The lights flash, and the charts appear, and there it 
is," said Donald, describing a computer indoctrination 
session.  "It tells anyone who has eyes: reduce your 
population or face disaster . . . .  The intended effect is 
overwhelming. Say a leader tries to argue with our 
figures . We say to them, 'Well ,  one or more of your 
own people worked with us on this, but i f  you have 
objections, we' l l  change the figures . '  We don't give a 
damn.  These people tinker a little bit and we pump new 
figures into the computer right in front of them . The 
lights flash again and new charts and numbers come 
out. The effect is numbing. I t  is al l  predesigned. It 
doesn't always work, but it leaves them shaking. We 
never have to shout. The figures do the talking." 

The next phase 
After this shock therapy is applied, sometimes in 

several doses, and a country's leadership is hooked, the 
next phase takes place. \ 

Another outfit under contract from the State De
partment, the Battelle Memorial Institute, is assigned to 
go in and create "development-population think tanks ."  
Battelle, whose headquarters is in Geneva, is one of the 
flagship operations in the international futures planning 
network controlled by the London-based Tavistock 
Institute for Human Relations, the British royal family's 
top psychological warfare unit .  At the same time, a 
third State Department-funded group, the Research 
Triangle Institute based in Durham, North Carolina, 
moves in to train people in  the development ministries. 
"We are out to take over their minds," said Donald .  
"All the way up  and down the ladder . "  

Donald and h i s  associates say they have learned 
from the handling of the Club of Rome's Limits to 
Growth report. Studies were made, profiling developing 
sector leadership cadres, on the impact of the report. It 
was found to have delivered an appropriate shock,  but 
the psychological effects were not permanent. Most 
leaders ignored its "doomsday conclusions" and contin
ued to push aggressive developJl1ent policies . "You 
can't go around screaming the end of the world is 
coming, or yelling holocaust," said Donald,  "because 
no one wi l l  believe you. We present a more upbeat 
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picture. But underneath it al l ,  the figures quietly say the 
same thing as Global 2000 and Limits to Growth. The 
figures come off the screen.  For some of the countries, 
the figures are devastating. When we run through the 
historical demographic section,  we tell leaders that 
before we get to this point other factors will intervene
famine, plague, wars, natural factors-wil l  cut down 
their populations like a meat cleaver . . . .  After they go 
through the program, they are more l ikely to believe 
what we say . "  ' 

The Population Crisis Committee connection 
The RAPID program has been under way for four 

years . In  that time it has prepared ful l  programs for I I  
developing sector countries and has another 25 pro
grams "in process ." 

The coordinator of the project for the Futures 
Group and the man who oversees most of the presenta
tions is Philander Claxton ,  Jr .  Claxton is a board 
member of the Population Crisis Committee, the core 

, group in the so-called population lobby. Founded by 
the late General Will iam Draper, the investment banker 
who ran the occupation of Germany after World War 
II and the leading population reduction advocate of his 
time, the PCC functions as an "open conspiracy" using 
informal, top-level contacts to push its doctrine. Clax
ton, a Draper protege, was the man who set up the State 
Department's population operations during the John
son administration and held the post of coordinator for 
population affairs at State from 1 966- 7 7 .  

Claxton has  called on the  members of the  PCC and 
i t s  funding offshoot, the  Draper Fund ,  whose board 
overlaps with the Club of Rome, to assist in RAPID 
presentations .  But it is  the PCC doctrine that underpins 
the Global 2000 report, as well as the RAPID and 
related State Department brainwashing programs .  That 
doctrine was best stated by retired General Maxwell 
Taylor in a PCC-circulated document on the "Popula
tion Crisis and U .S .  National Security In terests ."  In 
interviews published in this magazine Taylor advocated 
the "writing off '  of wel l over I bil l ion people, i ncluding 
most of black Africa . 

It is no coincidence that the RAPID technicians 
have targeted black Africa, and especially francophone 
black Africa, for "special treatment ."  According to the 
Futures Group's Donald, most of francophone Africa 
is pronatalist regardless of their public positions.  This is 
because the late Charles de Gaulle was pronatalist and 
progrowth, Donald stated. 

" "These goddamn countries are going to go to hell in 
a basket ," he said,  "with their idiotic progrowth poli
cies . They pay lip service to birth control and then try 
to sabotage the programs. RAPID can get some people 
in these countries to understand things, but for the most 
part, they are too stupid . . . .  I f  we are going to do 

National 49 



anything in Africa, especially French Africa, we are 
going to have to seize the development ministries . "  

But Donald and  Claxton and  their cohorts in Haig's 
State Department say that very little will be done to 
prevent the genocide of more than a bil l ion people. 

" I  fully agree with Maxwell Taylor's idea that not 
everybody is going to make it , "  said Donald. "The idea 
is to prepare people for the chaos that this implies . It 
was goddamn stupid to go around telling people that 
you could so lve everything with technology and devel
opment. Sooner or later people are going to start dying 
like flies because they have been breeding like flies. We 
have made several mistakes over the last two decades . 
We went in and played God.  We lowered child and 
other mortality rates, through cheap tricks with medi
cine . . . .  We fucked up with DDT. Malaria, a major 
kil ler, was eradicated . It  was the wrong thing to do-we 
upset the natural balance. We let too many people live. 
Maybe we' l l  get lucky and there will be another great 
ki ller . . . .  There are still too many 'do gooders' and 
missionaries masquerading as policy analysts . They tell 
people with a l ittle American knowhow, we can do 
anything, save everybody . . . .  There is  too much crap 
coming from the Reagan White House about spirit and 
imagination . . . .  Garbage . We have to make decisions 
now to save what is saveable. I f  that means we let a 
couple of bil l ion people die to save six bil l ion, so what ."  

But  the RAPI D practitioners do not  tell their gulli
ble subjects what they are really thinking . The most 
they let on is that they are "creating individually 
tai lored Global 2000 environments for the developing 
sector ."  "You can't tel l a Third Worid leader that you 
really expect most of his people to die-no matter what 
they do," said Donald. "No way . So no matter what we 
say , we are soft-pedaling. It is  a noble' l ie. We just want 
to keep them in their place ."  

Justice, in their perverted sense of the term wi l l  be 
done, however . According to Donald, those leaders in  
French-speaking Africa "wi l l  eventually pay the piper. 
There will be a hell of lot less of those African fools in 
the next couple of decades . "  

A final note 
RAPI D funding comes up for reauthorization in  

1 982 .  I ts coordinators say that they have "plenty of  time 
to get things really rolling ."  Besides, they report certain 
support-possibly at higher funding levels-from Sec
retary Haig and some of his top deputies such as 
Assi stant Secretary of State James Buckley and AID 
director Peter McPherson .  They say such individuals 
support the RAPID effort, though they are certain that 
if the White House knew what they were doing, it would 
oppose it .  "There is a great thing about this govern
ment, " said Dbnald .  "It is possible to do a great deal 
without the boss even knowing what is going on ."  
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Origins of Global 2000: 
depopulation warriors 

by Lonnie Wolfe 

On August 26,  1 974, John D .  Rockefeller I I I  took the 
podium to deliver the keynote address to the World 
Population Conference convened in Bucharest, Romania 
by the Club of  Rome and the United Nations .  He was 
addressing the largest international meeting ever assem
bled to discuss the M althusian zero-growth policies dis
seminated by the Club of Rome over the previous two 
years . 

"There is a need to revise the concept of economic 
growth ," Rockefeller told delegates from Europe, the 
Third World, the East bloc, and a U .S .  group led by 
current Secretary of Defense Caspar Weinberger . " Par
ticularly in recent years, the l imits of growth have come 
into our consciousness. The depletion of resources, pol
lution ,  and the energy crisis have made all that very clear. 
The character and purpose of growth must be changed." 

Rockefel ler sumbted up more than a decade of plan
ning for deindustrialization and depopulation with this 
joint declaration of war on the advanced sector econo
mies and sentence of death for the developing world . But 
he did not go unchallenged . 

An organizing team of the International Caucus of 
Labor Committees led by Helga Zepp exploded the 
peaceful facade of  the conference. Zepp exposed Rocke
feller's zero-growth formulas as apologies for mass mur
der, and counterposed a human future of unlimited 
economic and technological expansion based on the 
development of controlled thermonuclear fusion power. 

"I woud like to point out that while you are having 
this nice cozy discussion, this conference is determining 
the future of human l ife," Zepp confronted Rockefeller 
as he was leaving the conference hall .  "You are pushing 
zero growth . And on the basis of what you do, 30 to 40 
million people wil l  die. You are responsible for the death 
of 30 to 40 mil l ion human beings.  So what do you think, 
Mr .  Rockefel ler?" 

Hundreds of delegates who sat placidly through 
Rockefeller's address were shaken by the Labor Com-
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a map of 
in the U.S.  

mittees' exposure of the evi l  intentions o f  the conference 
planners. The Club o f  Rome and its cothi nkers i n  the 
U . S .  government and at the U n ited Nations were dealt a 
serious setback . 

But, as the following h istory of the campaign for 
global depopulation elaborates, they by no means dis
carded their blueprints for a zero-growth world order.  
Their schemes for oi l  hoaxes, economic slowdown, and 
mass starvation d uring the 1 970s and 1 980s have pro
ceeded toward the goal of  a "postindustrial  society" and 
a vastly depopulated world by the year 2000 . 

The release o f  the Carter adm i ni stration 's  Global 
2000 Report recom mending energy conservation ,  popu
lation control ,  and environmentalism as the fundamen
tals of national  policy demonstrates that the genocide 
planners were entrenched i n  Washington as J i m my Car
ter prepared to leave office . The new adm i n istration ' s  
budget-slashing,  aimed against  the critical industrial  
sectors that have led America's economic growth, should 
cause alarm: The genocidal ists control whole sect ions of 
the nation ' s  pol icy-making apparatus,  and are deter
mined to force their po licy perspect ives on  the Reagan 
White H ouse . 

They must be exposed now, as energetically as they 
were at Bucharest, and their i nfluence on U . S .  pol icy 
ended once and for a l l .  

Genocidalists take over U.S. policy 
1961-65 : The core group that comes to power with John 
Kennedy is dedicated to  reso urce and population con
trol .  The group inc ludes "eminence gris" W .  Avere l l  
Harriman, U n dersecretary of  State George Bal l ,  Na
tional  Security Adviser M cGeorge Bundy,  h is  assistant 
Walt Rostow, Defense Secretary Robert M cNamara, 
military adviser Gen . M axwell Taylor ,  and special 
White H ouse adviser Robert Komer, l ater architect of  
Vietnam's " Project Phoenix" population reduction plan 
and now creator of the Rapid Deployment Force. 
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1965 : A special commission is established, with funds 
from the Carnegie Corporat ion ,  to set a national Agen
da for the Year 2000. The comm i ssion is cochaired by 
Daniel  Bell, the H arvard sociologist whose thesis is  that 
Western society m ust m ove fro m  the era of growth and 
heavy i n dustrial productio n  into the postindustrial 
phase, and futurist Herman Kahn of Rand.  

The commission i s  the first  public spokesman in the 
U n i ted States for the not ion that global resources, most 
emphatically energy, are l imited and that world devel- . 
opment must be contained within the b o unds of grow
ing resource scarcity . it  calls for population control in 
the developing sector .  
I n  t h i s  circle o f  planners who would chart America 's  new 
role as enfo rcer of g lobal  economic  devo l ution were: 
Zbigniew Brzezinski, whose own version of zero-growth 
was described i n  h i s  book ,  The Technetronic Society; 
Hed ley Donovan,  editor- in-chief o f  Time m agazine; 
Samuel Huntington, later adviser to the National  Security 
Counci l  a n d  author of  the Tri lateral Commission ' s  policy 
statements on  the col lapse of democracy; Wassily Leon
tieff, econom,ist and member of the Initiatives Committee 
for National Economic Planning,  promoter of "fascism 
with a democratic face"; Daniel Patrick Moynihan, now 
U . S .  senator; Harvey Perloff, head of the zero-growth 
Resources for the Future group; Fred Ikle, member of 
the board of the World Futures Society and now number 
three man in the Departmeht of Defense; Roger Evellea, 
director of population studies at H a rvard University; 
and Eugene Rostow, then u ndersecetary of  state for polit
i cal affa irs .  

1965: T h e  London-based Tavistock I nstitute for H uman 
Relations of Brit ish in telligence i nitiates a study of the 
effect o f  the U . S .  space program on the U.S.  population.  
The study,  completed i n  1 967 ,  under the direction of  E.  
Rappaport,  member o f  the board o f  Tavistock's journal 
Human Relations, shows that the federal government's 
i n vestment in the N A SA space exploration program is  
creating  "too many American scientists and engineers ."  
Tavistock recommends drastic cutbacks in  the national 
space program,  which are i m plemented first by then
Secretary of Defense R o bert McNamara, and then 
under Nixon Office of  M an agement and Budget offi
cials George Shultz and Caspar Weinberger. 

1965 : Eric Trist, the control ler of Tavistock networks in 
the U n i ted States,  combines with Tavistock operative 
Fred Emery to i n itiate i n vestigat ions of what he calls 
"theories of social turbulence . "  At Pennsylvania's  
Wharton School ,  Trist  develops a gameplan for major  
social dis locations  in  the  U nited States . 

Trist's and Emery's work,  a ided by a: U . S .  network 
of  Tavistockian socio logists and psycho logists, pro
duces plans for the use of mass media,  i ncluding televi-
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sion, and the drug counterculture, to force a "shift in 
the values" of Western society, beginning in  the United 
States . 

1965 : Beginning jn this year and continuing through 
1 967, Undersecretary of State for Economic Affairs 
George Ball appoints the first-ever full-time population 
officer to the State Department, Robert A. Barnett, and 
sets up a task force under Barnett to study global 
population matters . This task force studies the effects of 
the Vietnam War on Vietnam's  population . 

The new Ball-Barnett team includes Richard Gard
ner, a friend of Cyrus Vance with an extensive back
ground in controlling Third World population growth . 
Later he becomes ambassador to Italy . 

1966 : The Vietnam War i s  escalated under the direction 
of Secretary of Defense Robert McNamara, and Gen . 
Maxwell Taylor, the author of a book call ing for 
reduction of world population levels, The Population 
Crisis and National Security. McNamara looked on war 
as one of the most efficient means of holding down or 
reducing population . 

This was McNamara's view 
on Oct . 2 ,  1 979, when he ad
dressed a meeting of internation
al bankers in his new capacity as 
chairman of the World Bank .  " I s  
an  overpopUlated world inevita
ble?" McNamara asked . "No, it 
is not .  But there are only two 
ways for preventing a world with 
10 bill ion inhabitants. Either the 
birth rate drops or the rate of 

Robert McNamara death will rise. There is no other 
way. There are, of course, many ways to make the death 
rate increase . In the thermonuclear age, war can take 
care of this very quickly and in a definitive way . Famine 
and disease are the two oldest obstacles that nature has 
put in front of demographic growth, and neither has 
left the scene. In  simple terms, we can say that excessive 
population growth is the main obstacle to economic 
and social progr�ss of most developing countries ." 

1966 : Gen . William Draper, Jr . ,  the investment banker 
who directed the economic occupation of Germany 
after World War I I ,  along with former NATO Ambas
sador Hugh Moore and former New York Republican 
Sen . Kenneth Keating, create the Population Crisis 
Committee . Draper and Moore, both long-time advo
cates of global population reduction,  found the PCC as 
a core international body to implement these policies . 

From its outset, the PCC has the backing of  the 
clique within the Kennedy-Johnson administrations that 
directed the Vietnam War. This clique includes Under-
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secretary of State George Ball ,  Treasury Secretaries 
Henry Fowler and C. Douglas Dil lon, Agriculture 
Secretary Orvi lle Freeman, Gens. Will iam Westmore
land and Maxwell Taylor, and Defense Secretary Rob
ert McNamara. When these individuals leave govern
ment service, they join either the PCC board of directors 
or its funding arm, the Draper Fund for Population, 
which i s  founded in  1 974 . 

Gen. William Draper 

The PCC is an open conspir
acy . I ts l iterature boasts that it  
exploits the private channels of 
influence of its directors to world 
leaders to lobby for its goals. 
Sources report that the PCC has 
since its inception directed the 
State Department's popUlation 
programs and policy formulation 
and has unlimited access to U .S .  
State Department channels .  In  
addition, the PCC works closely 

with and overlaps the Club of Rome and the World 
Wildlife Fund. 

Significantly, the PCC directs a congressional net
work that includes James Scheuer, Richard Ottinger, 
and Charles Percy, and which functions under the 
overall direction of former Sen . Joseph Tydings . From 
the mid-sixties until his defeat in  1 97 1 ,  Maryland Sena
tor Tydings was the acknowledged leader of the popu
lation lobby in Congress .  

Under Draper' s direction,  the 
PCC worked throughout the 
1 960s to lay the basis for a major 
expansion of the State Depart
ment's activities in population af
fairs .  In  addition, the PCC used 
the Agency for International De
velopment (AID) to fund the 
United Nations Fund for Popu
lation Activities . The PCC Drap
er Fund, through Draper and 

Sen. Joseph Tydings board member C .  P .  Snow, works 
directly with the Communist Chinese regime of Mao 
Tse-tung to implement a "population experiment" 
aimed at reducing the Chinese population by nearly 50 
percent; the PCC publicizes the succ�ss of this project in 
the late 1 970s. 

1969 : Henry Kissinger takes over as National Security 
Adviser, bringing onto the NSC with him three leading 
supporters of the Club of Rome's depopulation doc
trine-Helmut Sonnenfeldt, William Hyland, and Don
ald Lesh .  Of these, Lesh,  a former aide to Assistant 
Attorney General Nicholas Katzenbach , develops the 
most distinguished portfolio as a zero-growther. He 
leaves the NSC in 1 972 to work at Potomac Associates. 
During Lesh's tenure, Potomac Associates publishes the 
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Club of Rome manifesto Limits to Growth. 

1969 : President Richard M .  Nixon establishes a presi
dential commission on population growth and the 
American future, headed by Laurance Rockefel ler, the 
founder of the Natural Resources Defense Counci l .  

The first report of the commission,  released in May 
1 972, calls on the United States to commit itself to zero 
population growth domestically and internationally. 
The commission asserts that there would soon be a 
shortage of energy sources, especially oi l .  As energy 
supplies are a natural regulator to population growth, 
this impending shortage demands both lower rates of 
growth and a major energy conservation effort . Nuclear 
power is potentially too dangerous to the environment 
to be considered an answer. 

The commission acknowledges that many of its 
i�eas and recommendations may be considered immoral 
and un-American to most Americans, who believe in 
scientific and industrial progress .  'But' Americans can no 
longer afford to bel ieve that growth i s  tht: answer to all 
"life and death" questions, it asserts . 

1969 : The Club of Rome is founded by apologist for 
cannibalism Aurelio Peccei and Alexander King, both 
functioning under orders from the NATO command .  
This new international genocide planning group is  
supported by the Venice and Genoa-based European 
ol igarchic families, whose 20th-century policy has been 
an unending quest for a new dark age. , 

Peccei's philosophy is best summed up in a 1 974 
interview with the Mexican daily Excelsior where he 
praises several Uruguayan youth who resorted to can
nibalism when their plane crashed in the Andes . "For 
them , there were no possibilities of  salvation," Peccei 
said . "Why were they able to carry on? Because, I 
believe, this is man's innate condition ."  

The Club of Rome is staffed and prepared to  become 
the premier international mouthpiece for global popu
lation reduction and environmentalism . Working with 
the NATO command structure, the Club of Rome 
almost immediately begins work on the Limits to 
Growth project, piloted by Dennis Meadows and Jay 
Forrester of the Massachusetts Institute of Technology. 

1970 : The Club of Rome's U .S .  think tanks,  and the 
State Department' s  Office of Population Affairs (creat
ed out of the earlier team run by George Ball and 
Robert Barnett) begin a series of demographic studies. 
They conclude that world population will grow to 
between 8 arid 10 bill ion people by the year 2000. On 
this basis, they launch emergency mobil izations for 
population contro l .  

197 1 :  The India-Pakistan war  results in a famine and 
mass starvation in Bangladesh .  The mass media trum-
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pet the Bangladesh holocaust across the United States 
and Western Europe, peddling the line that overpopu
lation has provoked the cris is .  

1972 : The Club of Rome releases Limits to Growth . The 
report calls for an end to industrial development efforts 
in the Third World, and outlines a future plagued by 
scarce resources, especially petroleum and other fossil 
fuels .  It calls for zero-growth oriented economic policy 
for the advanced sector, and a very l imitea growth 
policy for the developing sector ,  asserting that all 
advancement in the Third World must be paid for by 
deprivation and cutbacks in the advanced �ector .  

Reviving the themes of Parson Thomas M althus's 
" Essay on Populat ion ,"  Limits to Gro wth authors 
Forrester and Meadows assert that technological prog
ress is unable to solve global population problems .  

Global implementation phase 
1973 : Tavistock pro filers discover that U .S .  and West
ern European popUlat ions  are not  yet prepared to 
accept the genocidal conclusions of Limits to Growth . 
Oil,  at $4 to $5  a barrel, is not only cheap, but p lentiful . 
Although oi l  has risen from a low of $2 a barrel in  1 970 
due to Libyan-led price hawks in OPEC, motorists can 
still buy gasoline for less than 30 cents a gallon in most 
U .S .  cities . 

1973 : Henry Kissinger, now in control of the U .S .  State 
Department as well as the National Security Council, 
rigs the October 1 973 Arab-Israeli war. This triggers 
the Arab oil embargo, and provokes a rapid fourfold 
increase in the price of oi l  to the United States and 
Western Europe . The advanced sector experiences gas
oline shortages; oil prices j ump to $ 1 2-$ 1 3  a barrel . 

1974 : Using the oil crisis as a backdrop, the Club of 
Rome releases a new study, Mankind at the Turning 
Point .  a softer vers ion of i ts l imits to growth thesis ,  that 
advocates Third World development via low capital 
investment "appropriate technologies,"  and asserts that 
such a strategy could work if accompanied by conser
vation, belt-tightening, and lowered consumption in the 
industrialized world .  Later, the Club of Rome sponsors 
its World Population Conference in Bucharest, with the 
U .N .  cosponsorship; HEW chief Caspar Weinberger 
heads the U .S .  delegation. 

1975 : The Vietnam War is ended . Population experts 
announce their surprise that the war did not succeed in 
lowering the birth rates in the combat zones. But as 
Fred Emery and others assert, the real target of the 
Vietnam War has been the United States itself, which 
had w itnessed the shock of i mmoral  actions  by i t s  
government and is now prepared to make the critical 
choices required by the programs of  the global depo-
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pulators . The drug counterculture, created during the 
war, has undermined a \'thole generation of youth, and 
population planners foresee a near future of zero growth 
in the U .S .  itself. 

1975 : Henry Kissinger takes three key steps to imple
ment the genocidal doctrine p�t i nto place during the 
preceding decade. He organizes the International Ener
gy Agency to manage the global scarcity of fossil fuel 
supplies . Kissinger establ ishes the NSC Ad Hoc Group 
on Population Pol icy , consisting of representatives of 
19 government agencies and groups, which he person
ally oversees . He also reorganizes the State Department, 
establishing the Bureau of Oceans, International Envi
ronmental and Scientific Affairs .  The new bureau is 
given responsibil ity for technology transfer to the Third 
World, nuclear energy exports and development, law of 
the sea treaty negotiations, export of chemical process
es, marijuana eradication programs, and international 
space development and cooperation programs.  The 
State Department Office of Population Affairs is also 
coordinated under the new umbrella .  

1 975 : The Cambodia depopulat ion project , which 
would k i l l  three-sevenths of that  nation' s  population by 
1 977,  i s  begun. Sources report that K issinger and his 
new b ureau were fuBy aware of the extent of the 
genocide taking place in Cambodia-murder on a scale 
beyond Hitler. The Office of Population Affairs admits 
that it has studied the effects of the Pol Pot govern
ment' s deurbanization and deindustrialization policies 
very carefully. 

1975 : The Council on Foreign Relations initiates the 
" 1 980s Project" under the direction of Cyrus Vance and 
McGeorge Bundy. Its proposals call for the "controlled 
disintegration of the world economy," and enforced 
energy scarcity through continued high prices . 

The OECD also launches "Interfutures Research 
Project ," focusing on the concept of l imited resources 
as determining future economic growth; proposes con
servation and population reduction as answers . 

The Goals for Mankind project, sponsored by the 
Club of Rome and the United Nations,  i s  initiated 
under the direction of Erwin Laszlo . The project spins  
out  a number of "development" scenarios, each one 
based on the same conception of scarce resources . 

1976 : On election eve, November 1 976, U .S .  Labor 
Party candidate Lyndon H. LaRouche, Jr .  appears on 
national television, warning of the genocidal intentions 
of the backers of James Earl Carter 's bid for the White 
House. The policies of the Trilateral Commission, the 
Club of Rome, and their cohorts are the major impetus 
to Thi rd World conflict which could spark superpower 
confrontation and world war, LaRouche warns .  
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1977 : The Carter administration calls for the prepara
tion of the Global 2000 Report on the advice of NSC 
adviser Zbigniew Brzezinski and Secretary of State 
Cyrus Vance . The Global 2000 task force is established 
under the di rection of the State Department's Bureau of 
Oceans,  International Environmental and Scientific Af
fairs and the White House Council on Environmental 
Quality run by Gus Speth .  Project director is Gerald 
Barney of the Rockefeller Brothers Fund, whose recent 
report Energy Futures predicts collapse of society if 
energy consumption levels are not drastically cut, and is 
a guide for all U .S .  foreign policy . 

1977 : Under instigation of the Population Crisis Com
mittee networks, Congress establishes the House Select 
Committee on Populati o n .  Headed by Rep . James 

t 
David Stockman 

Scheuer, the Select Committee is 
the first formal committee of ,any 
national legislature devoted ex
clusively to population questions. 
The committee holds more than 2 
years of hearings to publicize the 
need for the U .S .  to commit itself 
to reduce popul�tion growth and 
to sound the alarm on the global 
popu l a t i on  cr i s i s .  A m ong i t s  
members is M ichigan Rep. David 
Stockman, who prepared a report 

on the Consequences of U . S .  Populat ion Changes . 
According to sources, th i s  report ,  which advocates 
cutbacks in domestic projects such as dams and water 
control, was the basis for both the Carter 1 980 budget 
(which contained a population section for the first time 
in U .S .  history) and for Stockman's current policy as 
Office of M anagement and Budget Director .  The com
mittee i s sued its mu lt i -volume recom mendat ions i n  
March 1 979 .  

1977 : The so-cal led Brandt Commission on North
South relations is created . The first commission report 
fully supports the population control ,  appropriate tech
nologies, and energy conservationist perspectives of the 
Global 2000 team . With oil prices kept artifically high 
through the manipulation of OPEC and the 041 multin
ationals ,  the Carter administration begins its assault on 
U .S .  nuclear development. 

1979 : The revolution against the Shah of Iran , backed 
by the Carter administration ' s  Zbigniew Brzezinski and 
Ramsey Clark, is successful ,  and the stage i s  set for a 
new round of oil  price hikes. The price hike strategy is 
mapped out at a spring meeting at the New York estate 
of Averell H arriman . By the end of 1 980, oil prices have 
risen to $ 3 8  a barrel, causing crippling cutbacks in the 
industria lized nations and a virtual shutdown of sup
plies to some Third World countries. 
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1979:  Brzezinski 's "arc of  crisis" speech targets "teem
ing Muslim populations ."  

1980 : On Ju ly  24, the J immy Carter White House 
releases the findings of its t:1lobaI 2000 commission . The 
commission call to reduce world population by 2 bil l ion 
people by the turn of  the century is  endorsed by 
Secretary of State Edmund M uskie. 

1980: The Committee for the Year 2000 is formed, 
headed by Russell Train ,  Cyrus Vance, Elliot Richard
son, and Robert O. Anderson of the environmentalist
funding conduit the Aspen Institute. Walter Cronkite is 
also a member. The committee vows to push for the 
implementation of the Global 2000 perspective regard
less of who wins the November election .  

1980: Following the November election,  the Citizens 
Committee for Global 2000 is formed, bringing together 
more than 27 groups under the direction of Train .  

1980: The World Wildlife Fund's Global Conservation 
Strategy is released . This report, whose findings parallel 
those .,of the Global 2000 Report, was commissioned by 
the Wildlife Fund's board of directors, which i ncludes 
Russell Train, Prince Bernhard of the Netherlands, 
Prince Philip of Britain, and Robert O .  Anderson of the 
Aspen Institute. 

1980: World Bank releases two reports, one on energy, 
the other on "world development." They supplement 
the Global 2000 document's cal l  for limiting population 
and economic growth based on resource and energy 
scarcity. Their proposals, especially those of the energy 
report, are incorporated in the Global Future followup 
study. 

1980 :Population Crisis Committee member Gen . Max
well Taylor drafts a paper on the "Population Crisis 
and V . S  National  Security In terests . "  Discussion 
around that paper and other documents centers on 
decisions to immediately write off more than 1 bil l ion 
people in the developing ·sector as "unsavable ." By early 
1 98 1 ,  it is reported that this "triage list" concept is 
being used for V .S .  national security planning by the 
State Department. The revised Taylor paper is released 
in February 1 98 1 .  

1981 : I n  January,  the Global Future document i� re
leased by the Council on Environmental Quality only 
one week before Jimmy Carter leaves office. This report 
reduces the projected populat ion at the end  of the 
century from .8 bi l lion to 6 . 35  billion . The new projec
tion is based on factors including the effects of high oil 
prices, and the changes in global economic development 
patterns. 
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A Big MAC for every city? 
Stephen Parsons examines three urban centers and the financial 
manipulations bearing down on them. 

Pick up any major urban newspaper these days and you 
are almost sure to be barraged with headlines trumpeting 
the latest horror story in 'municipal and state finances: 
mass layoffs of public employees; cutbacks in police and 
fire protection; school boards running out of funds and 
threatening to padlock their doors; and mass transit 
systems collapsing or shutting down as budgets are 
exhausted. 

While it  is general ly acknowledged that the extreme 
fiscal straits of municipal and state governments are a 
product of the national economic downturn, rampant 
inflation, and recession-induced revenue shortfalls ,  local 
officials are under intense pressure to come up with 
solutions .  For the most part in recent years, these officials 
have fought to maintain at least a status quo in  essential 
services, relying increasingly on federal and state reve
nue-sharing contributions as local property taxes stag
nate and fal l  in real dollar terms .  

In  many cities, public employees have received wage 
and benefit increases that, i f  not overcoming the ravages 
of inflation, have at least mitigated its onslaught. And 
increasingly, de  facto deficit financing, or carrying yearly 
budget shortfall s  into the next fiscal year, have been used 
to paper things over until an economic upswing arrives . 

But with Volcker's policies intensifying the recession,  
these band-aid maneuvers are no longer feasible.  Gov
ernments face devastating cutbacks on every level of 
service and employment. 

This is generating heated political infighting in local
ities throughout the nation,  as 'one constituency group 
after another scraps for the crumbs from an ever-shrink
ing budget . Some of our largest cities are on the verge of 
government paralysis, with the media driving home the 
frustration of the population,  as well as the supposed 
malfeasance and incompetence of public officials .  

In  th is  atmosphere, the same financial institutions 
that have advocated and benefited the most from Volck
er's policies of high interest rates and fiscal austerity
policies that are strangling the cities-are demanding 
"accountability ," "realism ," and "sound business prac
tices" by local governments. Citing the fraudulent suc
cess of Felix Rohatyn' s  " Big MAC" (Municipal Assist-
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ance Corporation) and Emergency Financial Control 
Board (EFCB) in "solving" the New York City fiscal 
crisis ,  these institutions are demanding-and are increas
ingly getting-similar power to dictate financial terms to 
other cities . 

• 

New York results 
Make no mistake about it: the MACjEFCB solution. 

has been an unmitigated disaster for New York City, 
media plaudits and Wall Street accolades notwithstand
ing. In six years under the thumb of Felix the Fixer, 
New York has become an almost uninhabitable, crime
ridden hellhole for all except a wealthy elite who have 
made a kil l ing off the huge tax breaks for real estate 
and other forms of speculation . 

New York's services have been . decimated . City 
departments are now functioning with 25-50 percent 
fewer employees than in 1 975 ,  with budgets that have 
been pared beyond the point of dysfunction.  In partic
ular, fire and police response time has fal len drastically, 
with morale increasingly low . 

Large areas of New York resemble Dresden after 
the World War I I  bombing, while i ts once unparalleled 
cultural offerings have dissipated info the trash of 
mindless musicals ,  pornography, homosexuality, and 
open drug dealing. Hundreds of industries and small 
manufacturing firms throughout the metropolitan area 
have gone ' out of business, . replaced by droves of 
"service industry" employees prone to degenerate "al
ternative l ifestyles." Schools are being shut down, and 
those that remain are often l ittle more than detention 
centers and drug dealerships .  New York's world-re
nowned health care system has been so triaged that 
many potentially curable patients never make it out of 
the hospita l .  And the greatest mass transit system in the 
United States i s  now on the verge of breakdown after 
six years of "deferred maintenance ."  

. 

I t  is not the case that this is the penalty New York 
has had to pay for years of profligate spending and 
phony budget maneuvers .  A competent Chapter I I -type 
reorgilnization would have aimed to regenerate the 
industry and municipal services infrastructure already 
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in bad shape by 1 975 . Instead, Rohatyn and company 
now trumpet the big lie of fiscal solvency, as the city 
moves to the edge of total collapse. 

And that is their prescription-and their incompe
tent goal-for every other American city . 

The MAC push 
There are Big MAC-style institutions already in 

existence or proposed for several cities . Detroit, for 
example, has a Budget Stabilization Committee com
prised of the financial el ite from the auto companies, 
major banks, and so forth, l ike real-estate speculator 
M ax Fisher . Chicago has an "independent" School 
Finance Authority headed by Jerome Van Gorkom, 
chairman of Trans-Union Corporation, one of the 
largest speculative outfits specializing in rail car leasing. 

As in New York City, the Chicago School Finance 
Authority was created after the bond rating services, 
Moody' s and Standard & Poor' s ,  lowered the Board of 
Education's bond rating to below investment grade . As 
its first act, the authority floated a $573 mi l lion bond 
issue to finance several years of operating deficits by the 
Board of Education .  

In  exchange, the school system has been forced to 
institute cutbacks of nearly 1 0  percent by the end of 
fiscal 1 98 1 ,  25 percent in real dollar terms;  grant the 
authority veto power over the budget; and channel 
property taxes toward debt-service payments on the 
bonds, for a total of more than 300 percent of the 
principal .  

The bottom l ine is that while schools continue to 
function in the short term, these and future cuts wi l l  
assure a confrontation with the Chicago Teachers 
Union and the destruction of what remains of public 
education .  

The creation of the Budget Stabil ization Committee 
in Detroit coincided with the hiring of Rohatyn' s  La
zard Freres investment firm as the city's  financial con
sultant, with former MAC executive director Eugene 
{<eil in serving as Lazard's  point man. As EIR detailed 
in our March 1 0  issue, the last thing Rohatyn has in 
mind for Detroit is restoration of automobile manufac
turing and heavy industry employment .  Instead, he i s  
promoting policies that can  only eliminate Detroit  as an 
urban center. 

Besides advocating doubling the city's income tax 
and busting the police and fire unions as the centerpiece 
in overcoming Detroit's combined $300 mil lion deficit 
this year and next, the so-called Stabilization Committee 
is pushing . policy of creating labor-intensive, low-wage 
jobs to attract business into the Detroit area, which has 
an official unemployment rate hovering around 1 5  
percent, with thousands more having dropped out of 
the labor force. One of their wackier ideas is to promote 
urban "fringe farming" around Detroit, as not only 
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alternative employment to manufacturing, but as the 
local answer to keeping down the high energy costs of  
transporting food into Michigan from California. 

The Boston paradigm 
No major city in the nation is facing a more severe 

fiscal crisis than Boston . Under the M assachusetts 
constitution, municipalities are permitted to tax only 
property, and thus rely almost totally on this tax for 
their general fund revenue. I n  Boston, property taxes 
have stagnated for several years, with many homeown
ers driven out of the city as mill rates have risen to $272 
per $ 1 ,000 assessed val ue, or  an average 10 percent tax 
on full market value. 

When a new law passed last year stipulating that 
assessments would be increased to 1 00 percent of market 
value, and therefore homeowner taxes would rise any
where from 200 to 500 percent, taxpayers voted up 
"Ptoposition 2 1/2 ,"  a November referendum issue that 
limits taxes to 2 1/2 percent of market value. Prop 2 1/2 
mandates that municipal property tax collections be 
reduced 1 5  percent per year until the 2 1/2 percent ceil ing 
is reached . 

What this will mean for Boston is an agonizing 65-
70 percent cut in  its $860 million general fund revenue 
over the next five years-when its revenues are currently 
insufficient to meet costs. 

The local transit system has already been forced to 
cut back its budget by several mil l ion dollars, resulting 
in substantial service reductions and 340 transit employ
ee layoffs . Layoffs have also claimed 1 00 policemen, 200 
firemen, and 250 teachers, with all seven police precinct 
substations and 1 3  fire companies closed . By July I ,  
3 ,500 to 4,000 o f  Boston's  1 2 ,000 employees are slated 
to get their pink slips, with most departments suffering 
25  percent cutbacks at a min imum . On top of this, the 
state faces a deficit of m�re than $ 1 00 mill ion in its 
budget, making additional aid to localities unlikely . 

Given the scale of the crisis, Boston's elected officials 
as well as the Massachusetts state government are 
locked in tremendous fights over the apportionment of 
remaining funds.  In th is  atmosphere, ca l l s  are rapidly 
multiplying for all kinds of  MAC-style overseers to 
force the "tough decisions" the politicians are refusing 
to make. 

Once again,  as in  the 1 975  New York City crisis, 
Moody's and Standard & Poor's have dropped Boston's 
bond rating below investment grade, l imiting any fi
nancing options to the Boston banks controlled by 
"The Vault"-the Brahmin elite al l ied with New York 
investment houses l ike Lazard Freres . 

The immediate crisis impelling Boston toward some 
form of Big MAC is  an impending shutdown of the 
Boston school system, which exhausted i ts $2 1 0  mill ion 
budget on April 28 and needs between $30 and $38 
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million to complete the school year.  As of  April 30, the 
Boston City Counci l ,  the independent Boston School 
Committee, and Mayor Kevin White had deadlocked 
over financing proposals to keep the schools open-as 
mandated by court order. 

The city council has passed a $75 mi ll ion bond 
propsal and tax package that carries provisions for a 
voter recall of al l  city officials, including mayoral 
appointees , and for council veto power over the mayor's  
ability to transfer funds .  The mayor, as expected, has 
vetoed this ,  and proposed to the council that he take 
control of the school budget and have a "special 
administrator" and then a school superintendent essen
tially take over the powers of the traditionalist, consti
tuency-based School Committee. 

White is also being urged by investment banks l ike 
Merril l  Lynch to create a "business community advisory 
board"-an informal MAC/EFCB structure composed 
of both local and New York bankers-as a way to 
counter the intransigent city counci l .  The counci l ,  on 
the other hand,  is considering legislation establishing 
an "emergency finance board" that would sharply l imit 
the mayor's budgetary power . 

Meanwhile, state Education Commissioner Gregory 
Anrig has warned that he will ask the legislature to 
control the Boston school budget . Superior Court Judge 
Thomas Morse is preparing to put the school system in 
receivership if no solution is reached and says that  in  
any event he would appoint an independent "monitor" 
to force the School Department to stay within its 
budget . Morse has a lready appointed Harvard Law 
School Professor Charles Haar as a "special master" to 
audit the department's books . 

The situation was greatly exacerbated when the state 
Supreme Court ruled that the city had to pay over $30 
mill ion by June 30 in property tax abatements to 
business .  Both White's and the city counci l ' s  proposals 
for the schools included freeing some $ 1 8  million in  tax 
abatement escrow funds .  The abatement court case is 
being led by the Greater Boston Real Estate Board, 
which is dominated by The Vault, and it appears that 
the city wil l  have to rebate to these firms $ 1 25 mil l ion in 
taxes .  

These are the same interests that E I  R has demon
strated owe the city at least $236 mill ion in  unpaid taxes 
for this year alone! (See EI R, March 3 . )  That amount is 
nearly equal to the entire school system budget, with 
the immediate $30 mil l ion rebate sufficient to cover this 
year's deficit. 

But no one in  Boston is willing yet to make this the 
i ssue because it means taking on the combined muscle 
of The Vault and the New York crowd.  Instead, the 
politicians continue their squabbling, whi le the Big 
MAC meatgrinder prepares to chop them-and their 
city-into mincemeat . 
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Eye on Washington by Stanley Ezrol 

Tipping the budget vote 
This is what we see behind the well
publicized flap between Speaker 
Tip O'Neill and Rep . Jim Jones 
over the Democratic response to 
Reagan's budget . (O'Neill an
nounced in an Apri l 26 press con
ference that House Democratic ef
forts to press an alternative budget 
and tax proposal would fai l  for lack 
of votes . )  Sources in the office of a 
key House Democratic leader spec
ulate that Tip may be j ust a little bit 
more anxious to defeat moderate 
Democrats like Jones than to beat 
the Republicans .  " I t ' s  either that, 
or a case of open mouth, insert 
foot," my source said ,  adding, " I  
know for a fact that Tip didn't poll 
the caucus" before he claimed that 
Jones's budget proposal would be 
defeated . 

O'Nei l l ' s  "stab in the back" 
move was prompted by the gradual 
accrual of power that the moderate 
Democrats had been accomplish
ing in the tax and budget fight. A 
victory for them on the vote would 
have certainly assured their ascend
ancy over O'Neill in the fight for 
House influence, and s imultane
ously demonstrated to Reagan that 
they could retain a critical margin 
of conservative Democratic votes 
on all issues . 

The fear is ,  however, that the 
Democratic budget alternative has 
been undercut. In spite of this, the 
caucus is not, I repeat, not sanc
tioning any action to curb Tip. 
Note, however, that Chuck Man
att, the Democratic National Com
mittee chairman , and Sen . Alan 
Cranston are meeting qu ietly about 
someth ing. 

Russell Hemenway, head of  the 
liberal Committee for an Effecti ve 
Congress, says he's urging Tip not 

EIR May 1 2 , 1 98 1  

to ret ire (a possibi l ity as early as 
1 982) ,  because "we don't want J im 
Wright to take over-he's too mod
erate," read "too progrowth ." He
menway complains that there are 
only 80 to 90 "humanist l iberals" in  
the House . H i s  group, which in
cludes New York Episcopalian 
Bishop Paul Moore on its board, 
has an interesting history EIR will 
soon reveal .  

Questions and secrets 
Why are the responsibi l i ties of the 
Assistant Secretary of Defense for 
international security affairs being 
divided between designate Francis 
West and Richard Perle, designate 
for the newly created office of  assis
tant secretary for international se
curity policy? We see that Perle wil l  
run the desks for Western Europe 
and the NATO countries, and West 
will have the remainder, but we 
can 't say which one of the two keeps 
in touch with Steve Bryan ,  who was 
fired from his last j ob on the Hi l l  
for passing security-sensitive infor
mation to the I sraeli Mossad. 

Do Senator Proxmire's constit
uents get their money's  worth? Jake 
Garn apologized for the ,late start 
of Senate Banking Committee 
hearings. Proxmire, whom we see 
jogging up the Hi l l  many morn
ings, responded that he thought the 
1 0: 00 a .m .  opening was much more 
civil ized than the scheduled 9 :30 .  
Garn replied that  Proxmire should 
be on the Defense Appropriations 
Subcommittee: "We start those 
hearings at 8 :00 a .m ."  " M r . Chair
man ,  I am on that subcommittee," 
Proxmire confessed .  

A congressional source claims 
that the Carter people sti l l  call the 
shots at the Department of  Justice. 
After Reagan 's legislative affairs 
assistant ,  M ax Friedersdorf, as
sured a Republican senator that the 

DOJ had been ordered to tone 
down testimony again st his bill, the 
senator was shocked to hear the 
same hard-line testimony the Car
ter administration gave last year. I 
would like to see the following 
memo posted at DOJ: "Carter lost, 
Reagan won ." 

U.N.  Ambassador Jeane Kirk
patrick wanted to keep a big secret. 
Jeane is going to address the Bild
erberg Conference this month . 
She's very excited about the invita
tion to what she calls "private, su
persecret, inner, i nner-elite group ,"  
but  she  wasn 't  supposed to  say any
thing about it . She told us that she 
will "blast the Brandt Commission, 
the whole multilateral approach . 
The whole North-South approach 
is wrong . You can 't  deal with these 
things as a global situation .  You 
have to handle these things in  the 
disaggregate, on a case-by-case ba
sis. " 

Jeane is part of a tight-knit fam
ily circle . that currently runs this 
administration's  relations  with in
ternational organizations .  She was 
prominent in the conservative Co
alition for a Democratic Majority 
grouping, founded by Norman 
Podhoretz of Commentary maga
zine, and his wife Midge Decter. 
Norm and Midge's son-in-law El
liot Abrams is  designated head of 
the State Department's Bureau of 
I nternational Organization Affairs. 
Elliot is traveling to Oxford, Eng
land, in  a threesome with Ed Feul
ner, a leader of the right-wing Fa
bian Heritage Foundation,  and 
Sven Kraemer of  the National Se
curity Council ,  son of Fritz Krae
mer, the shadowy Pentagon official 
behind , Henry Kissinger' s  remark
able success . 

Sven wil l among other things 
attend the Institute for European 
Studies conference on " European 
Change ."  
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Congressional Closeup by Barbara Dreyfuss and Susan Kokinda 

I 

Senate Labor Committee 
seeks Davis-Bacon changes 
The subcommittee on Labor and 
Human Resources of the Senate 
Labor Committee began oversight 
hearings on the Davis-Bacon Act 
April 28-29 to determine whether 
the committee would urge a num
ber of regulatory changes in the 
administration of the act, or would 
seek legislative changes that could 
mean its outright repeal .  The com
mittee began by hearing witnesses 
from business and labor organiza
tions, but witnesses from the Rea
gan administration ,  the real ba
rometer of changes to be expected , 
have not yet been scheduled td 
testify .  

Subcommittee chairman Don 
Nickles (R-Okla.) opened the hear
ings by stating that he "personal
ly" favored the outright repeal of 
Davis-Bacon,  which mandates that 
workers on federal projects be paid 
the prevailing wage . "Because of 
Davis-Bacon, and 77 other statutes 
that mandate prevail ing wages," 
said Nickles, "it 's the taxpayer 
who ultimately suffers-to the tune 
of at least $1 bi l l ion a year-be
cause of inflated construction 
costs ."  

Orr in Hatch (R-Utah), chair
man of the ful l  committee, an
nounced that one recent "s ignifi
cant development" was the obtain
ing of an OMB task force report 
prepared but not released under 
the Carter administration .  "It con
firms what the critics of  Davis-Ba
con have been saying for a long 
time," said Hatch . "It ' s  inflation
ary." The report proposes a "num
ber of regulatory changes short of 
outright repeal of the act, " Hatch 
added, which the report claims wil l  
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"save $ 1  bi l l ion annually" for the 
federal government. 

Lester Fettig, the former O M B  
administrator w h o  led the inter
agency task force that prepared the 
report, testified that 80 percent of 
these projected savings could be 
had by regulatory and administra
tive changes "without necessitat
ing legislation ."  Senator David 
Pryor (D-Ark.) testified on his 
bill S .  3 ,  which would change the 
weekly reporting requirement on 
wages paid on a federal building 
project to one report at the begin
ning of construction and another 
at the end.  

Banking Committee 
opens hearings 
The Senate Banking Committee, 
under the chairmanship of Sen . 
Jake Garn (R-Utah) ,  opened the 
first of its seven hearings on the 
U .S .  banking industry on April 28 ,  
with testimony from Treasury Sec
retary Donald Regan and five fed
eral banking regulators. 

Both Garn and Will iam Prox
m ire (D-Wisc . )  pointed out that 
recent legislative changes, financial 
mergers , and the effects of high 
interest rates were endangering the 
smaller ,  community-based institu
tions .  He further noted that major 
money-center banks would proba
bly move into each others' territory 
first in  medium-sized cities, before 
encroaching on the small banks . 
Proxmire and Garn replied that it 
was absurd to compare the bank
ing industry to the retail industry, 
and Proxmire then added, "What 
you are really saying is that we will 
die by inches , and we won't have 
to see the effects in our l ifetime ! "  

Regan further ruled out the 
possibility of aid for financially 
beleaguered thri ft institutions in 
the near future . However, both 
Garn and Federal Home Loan 
Bank Board (FHLB) Chairman 
Richard Pratt suggested that some 
kind of emergency action might be 
needed this year. Pratt proposed 
augmenting the Federal Savings 
and Loan I nsurance Corporation 
(FSLIC) fund and giving FHLB 
the power to authorize mergers of 
financially strapped thrifts across 
state l ines . 

Despite their ostensible defen
ses of S&Ls, thri fts , and smaller 
community banks,  both Garn and 
Proxmire continue to insist that 
the major problem facing these 
banks i s  government regulation .  
I ronically, Garn a n d  Proxmire's 
proposed solution will only lay 
these smaller institutions open to 
takeovers by the very giants the 
. two senators seem to fear. 

C ongress reviews time 
limit for RARE II 
A Senate energy subcommittee 
held hearings April 22 and April 
23 on S. 842, legislation that would 
set a time l imit within which Con
gress would have to decide on the 
RARE I I  recommendations of the 
Carter administration .  In 1 977 ,  the 
Carter administration began a re
view of the roadless lands in the 
national forest system to determine 
how many acres should be opened 
up for development. The recom
mendation: 36 mill ion acres could 
be considered for mUltiple use, 1 2  
m ill ion acres should be designated 
as wilderness, and 1 5  mil l ion acres 
would be put in the further plan-
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ning category. Congress, however, 
has the powers of wilderness des
ignation and has held off making 
a decision on most of the RARE I I  
proposals. The timber industry has 
warned that the slowness of 
congressional action has hampered 
their planning and operations to 
such a degree that the economy is 
imperiled . 

The legis lation, introduced by 
Sen . S .  I. Hayakawa (R-Calif. )  and 
cosponsored by James McClure 
(R-Idaho) and Jesse Helms (R
N.C.)  would open up Eastern lands 
to development if by 1 983  they 
have not been designated as wil
derness. The same would apply to 
Western lands by 1 985 . 

Presidents of the major envi
ronmental groups testified against 
the bil l  at the Senate hearings. 

The Department of Agricul
ture, which has jurisdiction over 
the forest lands, came out strongly 
in favor of the legislation, as did 
the Interior Department. The sub
committee plans one more set of 
hearings on the bi l l .  

House committee examines 
u.s. capital formation 
Representative John Dingell (0-
Mich .) launched a "long-term in
quiry into capital formation and 
industrial policy" Apri l  27 and 
April 29 in the subcommittee on 
Oversight and Investigations of the 
House Energy and Commerce 
Committee, which he chairs . "We 
will be looking at problems in  the 
American economic machine," 
said Dingell in his opening state
ment. "The engine of the economic 
machine is the capital formation 
process, broadly defined in its 
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qualitative as well as its quantita
tive dimension-that is, as the ac
cum ulation of tools and ski ll s ."  

The committee heard calls for 
various proposals, including a 
"National Industrial Development 
Bank" using surplus OPEC funds, 
a " Reconstruction Finance Cor
poration," and tax changes . De
spite Dingell 's expressed concern 
over the collapse of basic industry, 
the testimony taken by the com
mittee from government, business, 
labor, academics, and economists, 
has so far been dominated by tub
thumping calls for wage and price 
controls an,d outright calls for " ra
tionalization" of industry .  

Both Walt Rostow, a former 
NSC official under President Ken
nedy, and Gar Alperovitz, codirec
tor of the National Center for Eco
nomic Alternatives, who is closely 
t ied to the Institute for Policy 
Studies, called for wage and price 
controls .  

Senator urges 'two tracks' 
on Euromissile negotiations 
In a dialogue with Assistant Sec
retary of State for European Af
fai rs Lawrence Eagleburger April 
29, Sen . Joseph Biden (D-Del . )  
stated his belief that U .S .  negotia
tions with Europe over the position 
of theater nuclear weapons is the 
single most important i ssue facing 
the Western al liance .  Noting that 
he had just met with a group of 
West European parliamentarians, 
Biden stated, " Every one of them, 
from British conservative to Bel
gian socialist, said that it  was of 
utmost importance that the U .S .  
adhere to  the second track of ne-

gotIatlOns-a legitimate effort on 
arms control . "  Biden was referring 
to European concern about the 
stationing of tactical nuclear weap
ons in thei r territory. The Europe
ans acceded to the stationing, on 
the . condition that the United 
States undertake serious negotia
tions with the Soviet Union to 
reduce tactical weapons deploy
ments on both sides; Europe hopes 
to eliminate the n,eed for the weap
ons placement. 

Biden, in  particular, pointed 
out the Reagan administration's  
attempt to withdraw from NATO 
statements the language reaffi rm
ing the American commitment to 
a second track . 

Eagleburger, who came before 
the committee as part of his confir
mation process, assured Biden that 
"President Reagan reaffirmed our 
commitment to two tracks when 
Prime Minister Thatcher was here; 
if modernization is to go forward, 
we must live up to the second 
commitment. " 

Eagleburger, who has been 
closely associated with both former 
Secretary of State Henry Kissinger 
and the Carter administration
two entities known for their enmity 
to the Franco-German alliance
seemed' to bend over backwards to 
assuage European fears . He em
phasized, "There are substantial 
segments of the Western European 
population that doubt the signifi
cance of the Soviet threat and do 
not see it in  the strik ing light that 
we do. I hope the U .S .  wil l  be a 
steady and consistent leader in 
partnership with our al l ies and that 
we will listen and adapt according
ly during the process of consulta
tion . I think the key is  real consul
tation ."  
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National News 

NASA invents drug 
'remote sensing'  system 
The Reagan administration has an
nounced the completion of a "remote 
sensing system" developed under con
tract by N ASA that can "detect opium 
poppy fields at varying stages of maturity 
so that eradication crews can destroy the 
poppies before they are harvested. "  

The system uses a n  electro-optical 
scanner, mounted on a Lear jet scanning 
platform which flies at 3 5,000 feet alti
tude to scan several thousand square kil
ometers during a flight. A ground-based 
data processing system similar to that 
developed for the Landsat satellite can 
provide a 24-hour turnaround to provide 
the location, size, and total amount of 
opium poppies detected. 

The system will be used by Mexico to 
check opium poppy growth, and will be 
used as statistical information by Mexi
co's development programs to encourage 
"alternate sources of income to rural 
poor whose principal source of income 
from illicit narcotics [will bej lost because 
of the eradication program . "  

In line with the renewed U .S.-Mexi
can cooperation in drug eradication, 
U.S. and Mexican law enforcement offi
cials recently met in Mexico City to dis
cuss cooperation in antidrug programs. 
Attending were Mexican officials, U.S. 
police chiefs, judges, district attorneys 
from U.S. South and Southwestern 
states, and U.S. federal drug enforce
ment agents. 

Kennedy : kill 
fusion, breeder programs 
In an op-ed in the April 28  New York 
Times, Sen. Edward Kennedy ( D-Mass . )  
called for ending all government funding 
for fusion and breeder reactor research. 

Rather than his usual argument 
based on the purported en vironmental 
danger of nuclear power, Kennedy posed 
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his oppositIOn t o  the program totally 
within the format of the "cost-effective
ness" arguments used by the fiscal con
servatives at the OMB. 

"The fusion and breeder reactor pro
grams are h<\nd-me-downs from the 
1960s, " which have outlived their useful
ness, since in our zero-growth economy, 
"electricity demand is hardly growing at 
all . "  

In any case, Kennedy says, w e  can· 
always go back to coal. " I t  is hard to 
understand why the federal government, 
in an era of drastically tightened budgets, 
should be spending billions of dollars 
over the next decade to try to create a 
substitute for coal-our most abundant 
domestic energy resource ."  

Kennedy also called the breeder re
actor program "only a Comprehensive 
Employment and Training Act program 
for nuclear engineers. "  Only energy pro
grams based on solar energy and conser
vation should be funded by the govern
ment, the Chappaquidick senator con
cluded. 

Donovan raids 
nonunion sweatshops 
Secretary of Labor Ray Donovan has hit 
the Socialist International right in the 
pocketbook by personally leading the 
first in a series of raids against New York 
City garment sweatshops . Donovan's 
Labor Department conducted an inves
tigation that revealed extensive use of 
child and other slave labor in the New 
"Y ork sweatshops. 

At the Chinatown shop raided by 
Donovan, the secretary found both 90-
year-old and l O-year-old Chinese em
ployed at $1 an hour. 

Saying that no one could utilize the 
services of a sweatshop without knowing 
it, Donovan said he would push Con
gress to pass a labor law "with teeth in it 
to ban sweatshops . "  He also said that he 
would seek the support of manufacturers 
and the unions for stiffer policing, add
ing that the sweatshops could not exist 
without union indifference . "We are 
going to keep coming back until they 

offer these people a decent wage," he 
vowed. 

The New York sweatshops have op
erated for years under the nose of the 
International Ladies Garment Workers 
Union ( I LGWU). This same I LGWU 
leadership has also been since the 1 920s 
the center of Socialist International pen
etration of the U.S. Ia-bor movement. In  
fact, the headquarters of  the Social Dem
ocrats U.S.A.,  the Young Peoples Social
ist League, the League for Industrial De
mocracy, and various "free Soviet dissi
dents" groups are all located at the I LG
WU's New York headquarters. 

Teaching depopulation 

to federal employees 
The U.S. State Department is using a 
video, sound, and slide show program 
given by a California group called "Cre
ative I nitiatives" to inculcate State De
partment employees with the ideas em
bodied in the Global 2000 Report, EIR 
has learned. 

The program, given at retreats at CI's 
center in the Santa Cruz mountains, is 
based on the idea that "man must live in 
harmony with nature," and not try to 
transgress his environmentally ordained 
limits. Such leading environmentalists as 
Jacques Cousteau, Norman Cousins, 
John Gardner, and James Joseph are 
featured in the various audiovisual seg
ments of the program. 

Creative Initiatives was founded 20 
years ago by Stanford Law School pro
fessor H arry Rathbun and his wife Emi
lia . I ts current active membership 
amounts to several hundred people, in
cluding Stanford Business School dean 
Gary Williams. The group has worked 
closely with Willis Harman, of Stanford 
Research Institute, whose counterculture 
studies were the basis for Marilyn Fer
guson' s  book The A quarian Conspiracy. 

In addition, BBC veteran Adrian Ma
Ione, the producer of Carl Sagan's kooky 
Cosmos TV series, is working with Glob
al 2000 author Gerald Barney and Crea
tive Initiatives to produce a six-hour film 
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series popularizing . G lobal 2000 for 
airing nationwide by the Public Broad
casting System. The project will cost over 
$6 million, which they hope to raise from 
ARCO's Robert O. Anderson .  who is a 
member of the Club of Rome and foun
der of the Aspen Insti tute. 

Haig endorses 
Global 2000 doctrine 
Secretary of  State Alexander H aig, testi
fying April 28 before the House Appro
priations Subcommittee on Foreign Op
erations, endorsed the population doc
trine of the Carter administration's Glob
al 2000 Report as a "national security" 
issue. In  prepared remarks before the 
committee, H aig stated that "security 
and development questions must be seen 
in the context of international challenges 
that confront-.us . . . .  We and our allies 
are now more vulnerable to international 
unrest and violent change."  

Haig told the committee that the  "So
viets are now capable of supporting an 
imperial foreign policy . . ' . .  Soviet ad
venturism . . .  appears to conform to a 
basic and ominous objective-to strike 
at countries at or near basic resource 
lines vital to the West. 

"All of  this ," said H aig, "comes at a 
time when the world population will  in
crease from 4.4 bil l ion in 1 979 to over 6 .3  
billion by the end of the century, with 90 
percent of this  increase in the poorest 
countries . Economic dislocations of  this 
magnitude create conditions for violent 
disruptions, with dangerous political 
consequences." 

These latter statements are l ifted al
most verbatim from the population sum
mary section of the Global 2000 report 
and its implementation document Global 
Future. 

In his testimony today, H aig gave 
cause for new 'speculation about a State 
Department "triage list" of  underdevel
oped nations that receive U .S .  aid.  After 
indicating that he regarded population 
problems as national security questions, 
Haig stated: "In form ulation of econom
ic policy, in decisions about the al loca-
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tion of our scarce resources in  all  eco
nomic decisions, a major determination 
will  be the need to advance our security ."  

California 2000 
group formed 
As suggested by depopulation advocate 
William Paddock, a group called Cali
fornia 2000 has been formed "to attempt 
to apply the principles of  the Global 2000 
Report to a U . S .  state the size of Califor
nia." California 2000 is directed by 
Charles Warren, the former director of 
the Council on Environmental Quality 
(CEQ), who first suggested the idea o f  
the Global 2000 Report · to the Carter 
administration in  1 97 7 .  

" W e  use the conclusions o f  Global 
2000," Warren told a reporter, "particu
larly in the area of  population . California 
is proximate to M exico, an area o f  high 
popUlation growth which w.iIl be a m as
sive source of immigrants to the U . S . ,  
a n d  half of  those w i l l  come t o  California. 
This will have a massive dislocative effect 
on our health , education,  welfare, re
sources, and environment. We can either 
do nothing abo ut it, and be over
whelmed, or we can erect effective legal 
and physical barriers to immigration . . . .  
One idea we're looking at is  to set up 
enterprise zones along the border, com
bining Mexican labor and oi l  with Amer
ican knowhow. By keeping the develop
ment to the borders, and not the interior, 

, we can make sure that northward migra
tion stays on the Tij uana side ."  

Warren said that California 2000 has 
done extensive studies on the state's cap
ital-intensive agriculture, and has con
cluded that i rrigation is  turning the state 
into a desert and must be stopped, even 
though he adm itted that irrigated crop
land in California produces 10 percent of 
all food in international trade. 

California 2000 will hold a Los An
geles conference May 9, featuring Victor 
Palmieri, Carter's coordinator of refugee 
affairs who was in charge of "relief' 
efforts in Uganda that resulted in roving 
armies o f  refugees looting the devastated 
country .  

Briefly 

• THE N CEC (National Com
mittee for an Effective Congress), 
a McGovernite lobbying group. is  
reportedly overj oyed that the Na
tional Conservative Political Ac
tion Committee (NCPAC) plans 
to .defeat a target list o f  moderate 
Democrats. House M aj ority Lead
er Jim Wright, House B udget 
Committee chairman Jim Jones, 
and House Ways and Means Com
mittee head Dan Rostenkowski 
are major NCPAC targets, al
though all  are far fro m  liberal .  
NCPAC cites votes for nuclear en
ergy, the NASA space program, 
and Western water development as 
key reasons why the three should 
be thrown out.  

• THE VA W'S reaffiliation with 
the AFL-CIO is i ntended by 
United Autoworkers chief Doug 
Fraser to l iberalize and "reform" 
the A F L-CIO from within,  and 
turn it  toward the Socialist Inter
national, according to Fraser' s as
sociates . A FL-CIO President Lane 
Kirkland favors the move for the 
same reason.  

• JAY GOLDBERG, defense at
.torney for three Teamster leaders 
charged in New Jersey federal 
court with a "labor peace" bribery 
scheme, summed up by targeting 
key prosecution witness " Little 
Ralphie" Picardo, a protected fed
eral witness. "Ought I ,  as a juror, 
hesitate to act on the word of 
Ralph Picardo for an important 
decision in  my l ife? I ask you by 
your verdict of  ' not guilty' to hurry 
Ralph Picardo on his way to his 
trial [for m urder] and help us end 
this odious safe-haven provided by 
the federal government ." 

• STATE DEPA RTMENT 
spokesman Beagle h as labeled the 
idea of inviting French and Ger
man heads of  state to attend the 
upcoming bicentennial of  the Bat
tle of Yorktown that ended the 
American Revolution as "non
sense." Said Beagle: "That's j ust 
fantasy ." 
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Energy Insider by William Engdahl 

An alternative to the strategic reserve 

A cost-effective way to cut through the current impasse on the 
oil stockpile idea-with a different kind of reserve. 

I have a serious proposal to trans
form the present debate over the 
future o fa  white elephant known as 
the Strategic Petroleum Reserve 
(SPR). I t  is worth the attention of 
the administation and members of 
Congress. Certain New York and 
London banks and their friends at 
certain major oil compan ies, how
ever, may be unhappy. 

The unfortunate 1975  bi l l ,  En
ergy Policy and Conservation Act, 
the brainchild of Sen. Scoop Jack
son during the Ford administra
tion,  mandated creation of a gov
ernment-owned stockpile of  petro
leum of I bil l ion barrels .  This 
would be approximately a 90-day 
supply, theoretically to see our na
tion through any possible Middle 
East supply disruption .  

Domestic oil and gas producers 
rightly argued that a further guar
anteed purchase of world oi l  of that 
scale would only help OPEC, Lon
don, and New York banks, and 
hurt domestic energy production . 
The storage sites, in Texas and 
Louisiana salt  domes,  had leakage 
and pumping problems .  In  short, 
the spectacle of the U . S .  govern
ment buying crude on world mar
kets in sizable amounts strikes 
many domestic producers as a foot 
in the door for British-style nation
alization ofthe oi l  industry . 

Right now, the Reagan admin
istration is in a quandary between 
the national-security argument and 
pressures to save an immediate $3 
bi l l ion of tax money, as the Senate 
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has recommended , by scrapping 
the program and havi ng industry 
privately fill the stocks. 

The SPR is currently dumping a 
sizable 300-400,00 barrels (about 1 0  
percent of current imports) every 
day into salt caverns in Louisiana,  
maintaining upward pressures on 
oi l  prices by ,  in effect , burying i t .  
The major  oil multinationals ,  espe
cially the BP-Shell group, whose 
"C-stream" grade crude oi l  from 
Libya, Nigeria, and the North Sea 
has comprised nearly all the SPR 
purchases so far,  hope to keep the 
stockpil ing up, along with prices . 

Here is one alternative proposal 
suggested by Dr .  George Hazel
rigg , director of Systems Engineer
ing at ECON Inc .  in Princeton,  
N .J . :  take the same approximate 
$50 bi l l ion of tax revenues needed 
to buy I bil l ion barrels of oil, and 
use it to create what we can cal l  a 
Strategic Nuclear Reserve (SNR) .  
Instead of spending tax dollars to  
keep oil prices and inflation artifi
cially high, invest in  a government
funded effort to build fifty 1 ,000 
megawatt nuclear power plants .  
Further, let 's concentrate them in 
the Northeast and regions where 
oil-fi red power generation is creat
ing the nation's greatest supply vul
nerabi lity . Now, an ticipating howls 
from the well-financed antinuclear 
hysterics we, of  course, wil l  not 
make the nuclear p lants operation
al-we will only use them as a back
up in  event of  crisis in our expensive 
oi l-fired plants. But should we, 

Lord forbid, ever have to then use 
our SNR we would not have a 90-
day backup. No,  we would have a 
30-year backup (average nucear 
p lant l i fe), equivalent to 1 . 5 to 1 .7 
mi l lion barrels of oi l/day, or 30 
percent of our present imports. 

Of course, the fact that spend
ing $50 bill ion over a I O-year period 
will use about $ \ 0  btl l ion per an
num of tax dollars, funneled to our 
ai ling steel industry, construction ,  
and skil led labor markets, further 
helps take people off unemploy
ment and into the mainstream of 
the economy-the true opposite of 
Keynesian economics . And, i f  we 
figure a "multipl ier" of spinoff jobs 
into the economy of such a.  con
struction boom, aside from the fact 
that it may save the single most 
valuable industry-our nuclear in
dustry-Hazelrigg calculates real 
costs to taxpayers over the decade 
would only be about $ \0 to 1 5  bil
l ion net of tax revenues generated 
by the program itsel f. 

Certainly, you may say, this 
would require us to stockpile an 
emergency uranium reserve to fuel 
our SNR should we ever have to use 
it in an emergency. 

Wel l ,  this too is  not al l  to the 
bad . Such a demand could easily be 
purchased from domestic uranium 
companies who are presently being 
bankrupted and taken over by for
eign-based conglomerates. I t  could 
help save our domestic uranium in
dustry . And,  if some clever person 
in the administration seriously 
thought about tax incentives , and 
reversion of ownership after a cer
tain point, someone might even de
mand we turn on these 50 nuclear 
plants and begin using our new 30-
year Strategic Nuclear Reserve to
day . I, for one, would hardly pro
test . 
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