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From the Managing Editor 

Our Special Report this week presents the proposal for a Global 
Infrastructure Fund (GIF) originally developed by Masaki Nakajima, 
Chairman of the Mitsubishi Research Institute, and currently spon
sored by, among others, Japan's economic elder statesman, Toshio 
Doko. The irony will not escape the reader that, while the U.S. 
administration proposes to chop down the infrastructural supports 
essential to its own industry, in order to "save money," these Japanese 
business leaders have concluded that recovery requires vast outlays of 
credit and investment In the underdeveloped sector, which will repay 
themselves manyfold as new wealth is created. 

Looking to its own history of dirigist development of a "resource
less" territory, and its own experience of fueling South Korea's 
growth, Japan does not fear new competitors. What it fears is a return 
to the 1930s momentum of depression and war. The generation of 
young Americans whose direct experience has only been of economic 
and moral decline at home, is not facing up to this stark choice 
between industrializing the world and relegating it to the Four 
Horsemen; but Americans who recall what could and should have 
been done to develop the postcolonial sector after World War II will 
readily grasp the GIF conception and purpose. 

In this issue, we also introduce a regular new feature. At a recent 
State Department briefing, EIR asked Alexander Haig to comment 
on the Italian revelations linking terrorism to Swiss banking, to 
Thomas Puccio of the Justice Department, and to his own adviser, 
Michael Ledeen. Mr. Haig replied, "I don't read the Italian press." 
Because so many executives and diplomats share his uninformed 
status, if not his motives, we introduce it weekly dossier of investiga
tive leads concerning international terrorism and its controllers. This 
week's dossier begins with the Italian authorities' evidence that "all 
roads return to Venice." 
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Gold emerges as 

a strategic issue 
by Montresor 

No wittier comic tableau could have come from the pen 
of Henry Fielding than the spectacle, in Rome Feb. 8 ,  of 
central bankers cautioning against the use of gold before 
a public audience, whilst basing a large part of their 
private financial arrangements on the reserve metal in 
other negotiations. Yet the importance of a gathering 
rarely devolves upon what is said, but i s  to be found in 
who meets whom where. That the entire senior staff of 
the Bank for I nternational Settlements past and present, 
various European central banks, and all  the major gold 
dealers in the world convened for the "International 
Gold Conference" in Rome was sufficient cause for that 

, city's  newspaper II Tempo to portray the event as "the 
most important international monetary conference since 
Genoa in 1 922," citing the meeting which planned the 
establishment of the Bank for International Settlements. 

The central bankers in attendance, such as Dr. Henry 
Wallich of the Federal Reserve Board, gave no more 
enlightening advice than the imprecation that nothing 
should be done with gold: it had better not be bought, 
nor sold, nor swapped". nor collateralized, until events 
came more clearly into focus. Yet Dr. Wallich's com
ments are of less interest than the quiet message he has 
given to friends he and I have in the Federal Republic of 
Germany: that both he and Paul Volcker will be looking 
for other employment by midyear. 

Nor could the bland remarks of the chief of the Banca 
d'ltalia, Mr. Lamberto Dini, obscure what was known to 
the monetary professionals in the audience: Dini's central 
bank, along with other European central banks, had just 
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concluded the largest gold swaps in monetary history, and 
with no less a partner than the Soviet Union. According to 
my acquaintances in the South African government, at 
least several hundred tons of gold have been assigned to 
different European central banks on behalf of the Soviet 
Union,  in a "swap" (in fact a gold-collateralized short
term credit) arranged by the Bank for International 
Settlements, which has among its stockholders no Amer
icans, b ut both East and West European central banks
as well as the Swiss private banks, who control about 20 
percent of its outstanding stock. 

The Soviet gold puzzle 
Some private sources in Johannesburg have put the 

total gold involved in this delicate m atter at 1 ,000 tons, 
with a present market value of $ 1 2  billion-which 
report, were it true, would show the Soviets willing to 
pawn about half their total reserve fund of gold in 
return for cash. These reports appear exaggerated, as 
does the report that the South Africans have bought 
substantial amo unts of Soviet gold, aired in the London 
Economist. What appears to be the case is this: the 
Soviets sold between 1 00 and 1 25 tons of gold in the 1 0  
months through October 1 9 8 1 on their own account. 
Some market observers overcalculated Soviet sales be
cause perhaps 90 to 1 00 tons of Turkish and Iranian 
flight capital in the form of gold reached Western 
Europe via the old Balkan route, much of which sold 
through channels that handle Soviet gold transactions, 
such as the M onte dei Paschi Bank of Sien a. 

EIR February 23 ,  1 982 



Gold reserves at the West German Bundesbank. 

Starting in the last two months of the year j ust 
ended , .however, the Russians thought better of se1\ing 
more gold into a decl ining market, and approached the 
Western European central banks. Up until 1 980 the 
Europeans actively supported the gold price, hoping to 
maintain a higher value for their mo netary gold, which 
had already been pledged in part to the European 
Monetary System , which supported their mutual cur
rency-support activity . Then came the doubling of oi l  
prices in 1 979 and the end of the European current
account surplus, the co 1\apse of  European currencies 
against the usury-borne American do 1\ar,  and the aban
donment of the gold market. 

By November the Europeans had calculated that the 
co1 \apse of the OPEC surplus,  from $ 1 1 0  bil l ion in 1 980 
to a projected deficit of perhaps over $40 billion in 
1 982,  left them potentially swimm ing in l iquidity, and 
they relegated the dollar to the vultures o f  the foreign 
exchange markets . Spirit and flesh were again strong, 
and Europeans welcomed the chance to absorb-if only 
for swap purposes-large amounts of monetary gold 
without driving the price up, as the Soviets desi red to 
sell more gold without driving the price down . 

I n  Decem ber came the Polish events and the dashing 
of all Anglo-American hopes that the Russians might 
find their empire crum bl ing . That the Russians emerged 
from the crisis stronger than ever is well understood in 
all the world's capitals. European commercial banks 
were anxious to resurrect their loans to Poland from 
evident bankruptcy and maintain trade flows to the 
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East, without which the Eastern economies were naked 
to the wind o f  depression from across the Atlantic; 
according to Federal Reserve sources, the commercial 
banks them selves began a myriad of  gold swaps, gold 
purchases, an d gold collateral agreements to ensure the 
continued flow of credit eastwards .  

Thro ugh the  mediation of  the  Bank for International 
Settlements, the European central banks and the Rus
sians have, at one blow, ensured the Soviet payments 
position for the interim peri od of poor harvests and 
substantial imports, until  the giant foreign-exchange 
earnings from thei r gas exports appear in 1 986. They 
ha ve also ensured the fi nancial stabi l ity of  Eastern 
Europe; pushed the U nited States into the dunce's 
corner in world fin ancial matters; and made gold the 
covert center of all  world monetary considerations .  The 
Federal Reserve is behind events , rather than leading 
them, as it has during the two grim years past; each 
week its staff people scrutinize the reserve data released 
by foreign central banks to discover how money may 
have been pumped into the Soviets' purse, frustrated by 
the ultim ate master of banking secrecy, the Bank for 
I nternational Sett lements itself. 

At the Banca d' Ital ia,  which did not sponsor the 
Rome meeting (its host was the Banca N azionale de 
Lavoro, the principal financier of Socialist leader Betti
no Craxi) ,  but sti l l  overshadowed the deliberations,  gold 
enthusiasm is m uted but fierce . Gold swaps among 
central banks will  now abound as the dol lar disappears 
as an effective reserve asset, I tal ian o fficials say; the 
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central banks will never control the gold market, but 
will nonetheless have need of a price at which swaps 
may be conducted, and that price will be divergent from 
market. The Bank for I nternational Settlements will 
become the arbiter of a gold market among central 
banks, as the latter act under compulsion to bring to 
bear their "reserve asset of last resort. " 

They envision a world in which an autarkical U nited 
States menaces an autarkical Soviet Union, and the 
world monetary system devolves onto a type of gold
based barter , at miserably shrunken levels of trade and 
industry. To the wizened Swiss an d Italian bankers, this 
state of affairs is to be desired. Anyone who scoffs that 
they are mad, gravely underestimates them. 

But, in the sense that they accommodate useful trade 
and shed light on underlying reality, the gold swaps are 
potentially of great usefulness. Jacques Rueffs concep
tion of gold discipline, denominating currencies in gold, 
and settling international balances in gold transfers 
between central banks, would put the great benign 
discipline on the United States: that it m ust export what 
it imported. Such a policy is the only one that might 
save the dollar. No useful results may be expected from 
the President's Gold Commissio n. Its chairwoman, Dr. 
Anna Schwartz of Princeton University, had already 
sunk so low in life as to ghost-write the opus magnus of 
an economist distinguished only by his ign orance, Mil-

ton Friedman. Its principal purpose appears to be to 
bore the White House, the Congress, an d the public on 
the subject of gold to the point that no serious deliber
ation could be possible. 

N onetheless Europe's interest in the monetization of 
gold provides an example for the United States that is 
hard to put aside. America may save the dollar and its 
own credit structure in two ways. At best, it would take 
Dr. Rueffs advice and rem onetize gold at $500 per 
ounce, fix th� dollar to gold, and concentrate on 
rebuilding its. industries that may export. Less to be 
preferred, but with good chances for success, it might 
adopt a formal gold standard, with specific gold cover 
for currency, using national  monetary reserves as  a limit 
for the issue of new money. Such a system would be 
workable only at a gold price of $ 1 ,000 an ounce or 
more, in order to avoid the terrible co ntractionary 
effects of an absolute ceiling on the supply of money. 

In all, provided that the national monetary authori
ties are competent to extend credit for productive 
investments, and not to acco modate the manic acquisi
tiveness of some corpo rate treasurers , the gold-reserve 
system , rather than the gold standard in the formal 
sense, will  do all required; but should the ideo logical 
bent of the present U. S. admi nistration req uire a more 
rigid adherence to a gold system, it must be at $1,000 
an ounce or not at all. 
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1983 BUDGET 

Double blow against 
the U.S. economy 

by Richard Freeman 

Following the advice of O M B  head David Stockman,  
President Reagan announced in  his annual budget mes
sage to Congress Feb. 8 that he wil l  continue for several 
years to endorse budgets based on interest rates remain
ing at least as high as they are now. The President also 
acknowledged that his fiscal year 1 982 and 1 983  budget 
deficits wil l  be the largest in  U . S .  history-each close to 
$ 1 00 bi l l ion.  He did not acknowledge that the size of  
those deficits chiefly results from Federal Reserve Chair
man Volcker's usurious interest-rate policies. 

The President has set himself to be driven from office 
in the bigge,st market crash in  U.S .  h istory-if the indus
trial economy doesn't collapse fi rst .  The set of budgets 
for 1 983 through 1 986 formulated by Stockman slash 
farm, science, and industrial infrastructure programs.  
The economy cannot withstand such a package. M o re
over, Mr .  Reagan is  endorsing the very policy of interest
rate savagery that cost him $ 1 00 bil l ion deficits in his 
1 982 and 1 983 budgets. 

Reagan stated in his budget message that three
month Treasury bill rates will average 1 1 .7 percent in 
calendar year 1 982,  1 0 . 5  percent in 1 98 3 ,  9 percent in  
1 984, and above 8 percent in  1 98 5 .  "Since market confi
dence has been so badly shaken by runaway inflation and 
interest rates in the past three years ,"  he said, "it  i s  
apparent that interest rates over the  next several years 
will fal l  less rapidly than we had original ly anticipated . 
Between the huge inherited base of national debt, the 
higher interest rates, and the large prospective additions 
to the national debt in  the next several years, our total 
debt service cost will  rise substantially." He continued, 
" Interest payments on that debt wil l  exceed our original 
projections by $ [8 bil l ion in 1 982 . . .  and $ 1 82 bil l ion 
over 1 982-86 taken as a whole ."  

Despite th is  admission of the damage wrought by 
Volcker, Murray Weidenbaum, the head of the Presi
dent's Council of  Economic Advisers, Feb. 6 told report
ers who had received drafts of the budget, " Progress in  
curbing inflation requires slow-down of growth of mon
ey supply and conti nued monetary restraint ."  And White 
House Counsel Ed M eese told the N BC news "Interview 
with David Brink ley" show Feb. 8 ,  "We [the administra
tion] give Volcker a vote of con fidence. You can't j ust 
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reach up in the air and boost investors' confidence. It  
takes t ime." 

Reagan's problems 
But Reagan has not reckoned with the ful l  extent of 

his problems. To achieve a projected $9 1 . 8 bill ion deficit 
in his fiscal year 1 98 3  b udget, which will go into effect 
Oct . 1 of this year and run through Sept. 30 of 1983 ,  
Reagan wil l  have t o  force congressional passage o f  
$ 5 5 . 9  bi l l ion in budget cuts , new taxes, and " user fees, "  
a level of projected austerity that even leading Republi
cans are balking at. Furthermore, he would have to 
achieve the stated 5 . 3  percent real (i.e . , inflation-adjust
ed) rate of growth in  the economy when the economy 
may not grow, when measured in GNP,  by even 1 
percent. 

It is thus l ikely that the fiscal year 1983 budget 
deficit could be $ 1 50 or even $200 bi l l io n .  M organ 
Guaranty Ban k i s  predicting the deficit will be $ 1 20 
bil l ion ,  while the Co ngressional B udget Office says it 
wi l l  be $ 1 5 3 bi l lion; 

Since October 1 979,  when Paul Volcker began his 
high- interest-rate pol icy, i t  has been clear that the usury 
policy would blow the budget deficits out of control. 

I n  October 1 98 1 ,  EIR predicted that Volcker would 
add $55 to $60 bi l l ion extra to the fiscal year 1 982 
budget deficit, projecting an overall deficit of  $97 . 5  to 
$ 1 02 . 5  b i ll ion. This prediction was greeted with howls 
o f  protest that such a large deficit was impossible . .  

Then 'Stockman's  Office of  M anagement and Budget 
was saying the fiscal year 1 982 b udget deficit would 
only be $42 .4 bi l l ion.  The Congressional  Budget O ffice 
then claimed the deficit would only be $43 . 1 bil l ion. 
M eanwhile, the leading financial  pundits on Wall  Street, 
Evans Economics and Fidelity Bank Econometrics, 
claimed that the deficit would be only $ 1 3 . 6  bill ion and 
$33 . 5  bi l lion respectively. 

Backfire effect 
There is no mystery as to why we were right, while 

every other leading authority was wrong . H igh i nterest 
rates, applied to a run-down and over-indebted econo
my, m ust destroy that economy . 

• U surious interest rates swell the interest on the 
public debt, which is  now on a gross level over $ 1 20 
bil l ion , or more than one-seventh of the entire budget . 

• H igh rates destroy the tax base of an economy, 
and are causing a loss in  the 1 982 budget of  between 
$25 and $30 bi l l ion . 

• The high rates force an increase i n  programs such 
as unemployment, food stamps,  etc. on the order of 
bi l l ions of  dollars.  

But fo llowing the advice of the Mont Pelerin Society 
free-enterprise advisers in his cabinet such as Stockman, 
Reagan disregarded these backfiring results and is  
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plunging ahead with the Stockman budget. I f  the 
Reagan administration had launched the economy on 
the path of mammoth exports, capital investment, and 
counterin flationary remonetization of gold, the budget 
deficits would be wholly manageable and soon reverse 
themselves . U nder present circumstances, they are in
deed a time-bomb. 

Because the budget deficits require large financing 
at the same time that state and local governments, 
industry, farms, consumers, and others are in  desperate 
straits and competing for funds, two consequences wil l  
follow: 

The weaker forces contending for a severely l imited 
volume of credit wil l  be crowded out of the market into 
bankruptcy, intensifying the rate of economic collapse. 

The intense competition for funds wi l l  force the 
price of the l imited resource of funds upward, meaning 
interest rates wil l  go higher. 

Wall Street wil l  not need a second invitation to use 
the blQated budget deficit to begin a run on the markets, 
with masses of bankruptcies the result .  

M onte Gordon, the chief of research for the Wall  
Street firm Louis Dreyfus and Company, p redicted Feb . 
9, "I see the economy not pulling very m uch out of the 
current recession, and then because of the high deficit 
caused increase in  interest rates, I see the economy 
going into a collapse in 1 983 and again in  1 984. " 

Moreover, the Reagan budget has cut to the bone 
many basic programs .  The Farm Home Administration 
loans to farmers will be cut in half from 1 98 1  levels .  
Highway construction wil l  be cut by 2 1  percent from 
1 982 levels .  The  j ob-creating Export Import Bank wil l  
be cut by 1 8  percent . One bil l ion dollars in new fees, 
including an 8 percent travel tax , wil l  be imposed for 
users of the nation's airports; and $448 mil l ion in fees 
wil l  have to be paid by the ships that want to use 
America' s barges and waterways.  Education wil l  be cut 
by $5 bil l ion, job training by $2.2 bi l l ion,  and federal 
employee pensions cut severely .  

Thus, while Vo1cker hammers what  remains of pro
ductive industry, the prerequisite for a modern economy 
is being dismantled . Not only are the "users' fees" a 
peculiar expression of "free enterprise" ; U.S .  productiv
ity itself is  at stake. The transportation system is  equiv
alent to a conveyor belt for industrial producers, consid
ered as one large factory . When i t  is  gutted, the 
producers are disabled.  Even m ore obvious should be 
the consequences of reversing the already degraded 
American tradition of broad-based higher education 
and first-rate scentific R&D,  consequences for both the 
civi l ian economy and the mi li tary base. Mr. Reagan has 
recklessly jeopardized his own pol itical fortunes; the 
question is now whether Congress wil l  allow him to 
lock the United States itsel f into the Second Great 
Depression.  
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BANKING 

Sterling National's 
unsavory history 

by Leif Johnson 

Sterling N ational Bank and Trust Company, recently 
sued by the Italian government for aiding and abetting 
mobster M ichele Sindona's looting of the now-defunct 
Banca Privata Italian a (BPI) ,  is also the defendant in two 
other New York fraud cases involvi ng the draining o f  
assets from corporations. 

In the first of the two suits fi led in Federal Court in 
New York, the p laintiff, Daniel M eister, charged that 
Sterl ing aided Marvin Tallerm an, head of Latin Ameri
can Reso urces, to steal $900,000 from the company 
th rough a New Jersey dummy corporation into Sterling 
Bank. Sterl ing, the suit charges, then conduited the funds 
into Swiss and Panamanian banks while Latin American 
Resources was al lowed to collapse. 

In the second suit, David H aber, an investor in the 
bankrupted Investors Funding Corporation,  charged 
that Sterling, together with the Israeli Discount Bank,  
Union Bank of  Cali fornia,  Barclays, Chase,  Chemical ,  
and the Trust Company of  New Jersey artificial ly kept 
Investors Funding Corporation alive while funds were 
drained to defraud the investors. 

These two suits are similar to the most recent charge 
filed by the Banca Privata Italiana l iquidators and the 
Italian government. The Italian suit describes how mob
ster Sindona al legedly diverted $27 mi l lion from the BPI 
thro ugh dummy corporations to purchase shares in  the 
Sterling Ban k-con nected Talcott Corporation,  a New 
York-based co mpany which like Sterling is heavily in
volved in "factoring" in New York's garment district. 
Factoring is lendi ng at exorbitant interest aga inst ac
counts receivable, a preferred occupation of the mob that 
controls the district. 

Months after Sindona's Fran klin National  was pub
licly known to be bank rupt (and days before it was 
officially declared inso lvent), three weeks after Sindona's 
West German Bankhaus Wolff was put in l iquidation,  
and one day before the BPI was declared insolvent, 
Sterling Bank loaned Si ndon a $2.5 mi l lion on the secu
rity of Talcott shares which Sindona had obtained with 
the $27 million drained from BPI. 
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The Ital ian suit makes special note o f  the fact that the 
former BPI  l iquidator was murdered. It  states: "The 
init ial  l iquidator of BPI , G iorgio Ambrosoli, was mur
dered in J uly 1 979. In or about July 1 98 1 ,  a warrant o f  
arrest for the murder of  Ambrosoli was issued against 
Sindona by the I nq ui ring Judge of Milan , in  the frame
work of the penal  proceeding commenced in  M ilan in or 
about 1 980 against Sindona and an other." 

In the sum mer of 1 98 1  the Italian government began 
their pol icy of "squeezing" known mob bankers, includ
ing thei r Swiss protectors , to crack the drug and terror
ism apparatus run by the Venetian-Sicilian-Swiss mafia. 
This "squeezing" resulted in the successful liberation of 
General James Lee Dozier from the Red Brigades. 

Sterling's shareholders and officers 
The suit against Ster li ng is seen as an Italian move 

against the strong mafia connections in New York and 
the financial interests and persons "above suspicion" 
there. One of the first to run from the l ight  has been the 
Anti-Defam ation League (ADL),  whose former Treas
urer and Chairman is Theodore H. Silbert, Chairman of  
Sterling Bank. 

The A D L  has defamed Lyndo n H. LaRouche, Jr. ,  
the 1 980 Democratic presidential candidate, a s  "anti
Semitic" since 1978 ,  when LaRouche commissioned 
Dope, Inc. , the book that demonstrated that the world 
drug empire i s  run by top-level banks and distributed in 
part by syndicates run by the Jewish mob. 

. Recent in vestigation has uncovered further mob 
con nections to Sterling Bank. According to a banking 
source, the current largest shareholder in Sterling is  
Ronald Perelman o f  Forbes-M cAndrews, a p rivately 
held corporation doing $200-$300 mil l ion worth of 
business yearly i mp orting jewelry from the Far East. 
Perelman obtained his 8 .9  percent share by purchasing 
Trafalgar Industries, a $ 1 5  mi l lion-a-year manufacturer 
'of pinbal l  and coffee-vending machines. Trafalgar's 
counsel is Paul ,  Weiss, Rifkind, Wharton & Garrison,  
whose senior partner, Simon H. Rifkind,  i s  o n  the board 
of Sterling. 

Trafalgar has on its board I rving M. Felt, a former 
Sterling director and Chairman of the executive com
mittee o f  the Plaza H otel Corporation. Felt has been 
Chai rman of the Arlington Park Race Track,  Washing
ton Park Race Track, Roosevelt Raceway, the N ew 
York Knickerbockers, New York Rangers, the Federa
tion of Jewish Philanthropies, and M adiso n Square 
Garden. 

Another director of  Trafa lgar is  Louis L. Geller, 
Chairman of Reinfeld Distributors, the liquor dealers 
who in herited the connections of  the 1 920s Reinfeld 
Syn dicate gangsters. The syndicate was half-owned by 
the Bron fmans,  and originated much of Joe Kennedy's 
bootleggi ng. 
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EnergyInsider by William Engdahl 

Nuclear activists and the NRC 

'Participatory democracy' tactic at NRC hearings used 
threaten nation's electric power development. 

I recently had the educational ex
perience of attending official hear
ings of the Atomic Safety and Li
censing Board of the Nuclear Reg
ulatory Commission.  It was useful 
for examining a m ajor problem of 
" national security ," the threatened 
bankruptcy of the nation's entire 
nuclear generating capacity . 

The hearings, over the future of 
two generating nuclear p lants, I n
dian Point 2 and 3, which provide a 
major share of electricity for New 
York City and environs, were inst i
gated by a m otley collection of neo
Luddites calling themselves Public 
I nterest Research Group (one of 
Ralph N ader's fronts), Friends of 
the Earth, Shad All iance (presum
ably "friends o f  the fish") ,  U nion of 
Concerned Scientists, and a gaggle 
of hand-picked "baby-waving" 
mothers wail ing over the purported 
dangers of n uclear radioactivity . 
While I waited to testify on behalf  
of the need for the nuclear plants 
for the future health of the econo
my,  I realized one obvious b ut rare
ly stated point: these entire pro
ceedings are a calculated fraud.  

The idea of extending co nstruc
tion time for needed electricity, 
forcing costs sky-high, holding 
hearings ad nauseum for any and 
every character who chooses to 
speak "his piece," is an application 
of the tactic made popular by Tom 
Hayden . This is "participatory de
mocracy" in action, the old 1 960s 
SDS ploy to "topple the establish
ment" by demanding ultra-demo-
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cratic partIcIpation in each and 
every decision of government.  The 
strategy's aim ,  largely successful ,  is  
to sabotage the economy by endless 
sessions with i rrelevant N RC offi
cials recording every belch . 

But, what is significant and new 
about the Peekski l l ,  N ew York at
tack on I ndian Point is that, as I 
have learned, this plant is only one 
on a hit list totalling 47 nuclear 
plants, operating and under con
struction,  across the U nited States. 
These 47 plants, which form an ab
solutely crucia l  component of the 
nation's electrical capacity, have 
.been targeted for m aximum partici
patory-democracy sab,otage by the 
rabble of the anti-nuclear hysterics 
because o f  their proximity to cities. 

What is new about this latest hit 
l ist is that the environmen talists are 
moving lock-step in parallel with 
Paul Vo lcker's Federal Reserve 
high-interest strategy to i mplement 
"controlled economic disintegra
tio n . "  As I demonstrated in this 
space in an earlier discussio n  of 
Robert O.  A nderson, "environ
m entalism" is supported by the top 
level of strategy and corporate 
funding, a sophisticated weapon of 
economic warfare. 

The operation to undermine 
this n ation 's development of the 
benefits of the peacefu l  atom begins 
well before Eisenhower's historic 
1 954 Atoms-for-Peace plan.  We 
have to trace back to earlier at
tempts at subverting these goals 
such as the activities of people l ike 

M I T's Carroll Wilson when, as 
manager of the U . S .  Atomic Ener
gy Commissio n  in the late 1 940s, he 
gave the highest security clearance 
to a known security risk , the British 
spy Donald M aclean , second to 
Kim Philby, the British triple agent 
in the Soviet KGB. This clearance, 
which has been covered up, was not 
even given to General Groves, head 
of  the Manhattan Project . 

I bring up this seeming arcana 
to make a very contemporary point.  
Carroll Wi lson is one of  the most 
impassioned members of the Club 
of Rome, the foremost vo ice for a 
post-industrial society and m ass 
death . The same Carroll Wilson au
thored the widely promoted 1 980 
World Coal Study . That study, 
which argues for a global shift to 
coal as the " bridge to the future," 
was part of  a carefully orchestrated 
global economic power shift strate
gy to lock the industrial economies 
of Japan, Europe, and North 
America into a " revitalized" coal 
cartel dominated by Atlantic Rich
field's friends in various London
Geneva fi nancial houses. 

It is a sophisticated operation,  
this destruction of the superior, po
tentially unlimited resource base 
offered by nuclear power. Ralph 
Nader, Jane Fonda and her gaggle 
at PIRG,  and such are the lowest 
level of the operation.  

In a future space, I wil l  elabo
rate on this strategy behind the re
source shift to coal .  For now, it is 
not whether coal,  a needed energy 
supplement, is bad as such, but that 
the same individuals who spon
sored the Jane Fonda "baby-wav
ers" of the N RC are now behind a 
far more enviro nmentally danger
o us resource. It has nothing to do 
with this sacred cow known as the 
environment. 
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Agriculture by Susan B. Cohen 

Congress spotlights farm crisis 

The USDA's actions have already belied its pledge to rescue 
American food producers from bankruptcy. 

"T 
. hese farm-loan policies will  

turn our nation from being the 
world's breadbasket into being the 
world's breadl ine," Rep. Bob Trax
ler, Democrat of M ichigan, 
charged in com mittee hearings 
Feb. 9 and 10, " as farmer after 
farmer is forced out of production 
by the inabi lity to get help from 
the Farmers Home Administration 
(Fm HA)-the supposed lender of 
last resort that now wants to act 
l ike it was Citibank." 

Traxler joined other Congress
men, farm leaders, and spokesmen 
for rural banks in targeting the cut
throat austerity po licies of  the 
Fm HA. The hearings, which began 
Feb. 2 with testimony from Agri
culture Undersecretary Frank Nay
lor, the m an in charge of  the 
Fm HA, and continued through 
Feb. 9 with 'an appearance by 
FmHA Administrator Charles 
Shuman, were convened by Ten
nessee Democrat Ed Jones' House 
Agriculture Committee subcom
mittee on Conservation and Credit. 

The hearings took place as 
charges of Fm HA dupl icity escalat
ed. On Feb. 2 the American Agri
culture Movement issued a press 
release questioning the integrity of 
Agriculture Secretary Block and 
U ndersecretary Naylor's assur
ances at an earlier press con ference 
that USDA and FmHA would do 
everything possible to help keep 
farmers in business. AAM ques
tioned whether, behind the kind 
words and promises, FmHA was 
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sti l l  p ursuing the pre-planned el im
ination of more than 24,000 bor
rowers, and circulated a copy of  an 
A ugust FmHA internal  di rective 
outlining the plan. Administrator 
Shuman told the A A M  that the 
memo was a forgery. 

On Feb. 9, as his boss M r. Shu
man was appearing before the 
Jones subcommittee without pre
pared testimony "to answer ques
tions," a spokesman for the FmHA 
then told this writer that  the  unfor
tunate memo had simply been an 
effort to try to get county adminis
trators into conferences with delin
quent borrowers " right away" to 
see what could be done to get their 
accounts into shape. The same indi
vidual acknowledged that the gov
ernment-wide crackdown on "col
lections" during the summer-the 
dragnet on student loans, etc. that 
David Stockman ordered-was the 
backdrop for the memo. 

But the seriousness of the situa
tion is shown by the hasty establish
ment in January, at the request of 
FmHA and U S DA ,  of a Task Force 
on FmHA by the American Bank
ers Association. The task force is 
charged with figuring out how to 
carry out the administration's plan 
to virtually shut down FmH A  and 
leave its borrowers to the mercy of 
the private sector " free market." 
The Tllsk Force completed its meet
ings Feb. 9, a spokesman for the 
ABA's Agricultural Division re
ported, and hopes to make a set of  
recommendations to the  U S DA by 

early March on "how private lend
ers might assume more of the agri
cultural debt. " 

FmHA has already decided to 
subordinate its l iens on FmHA bor
rowers' collateral to private banks 
who agree to refinance the produc
er. As ABA spokesman Stephen 
Brush emphasized to this writer, 
producers' "credit-worthiness" is 
the main problem. N ot only are 
many producers caught with a neg
ative cash-flow-i.e. , no abi lity to 
make debt payments-but in  many 
cases thei r equity has already been 
entirely bled away in a scramble to 
restructure debt and cover short
term operating loans. 

Circumspect as to specifics, M r. 
Brush i ndicated that the kind of 
things the banks can be expected to 
rely on to keep farmers in business 
include debt restructuring, closer 
m onitoring of day-to-day farm op
eratio ns,  and scal ing back a pro
ducer's operatio n wherever possi
ble. A ny kind of  capital expansion,  
he was carefu l  to note,  would not be 
entertained. 

But,  as testimony from a 
spokesman for the M F A  I ncorpo
rated farmer cooperative from M is
souri confirmed-and the near
bankruptcy' o f  International H ar
vester has already indicated-most 
producers slashed capital spending 
in 1 98 1  for the second year in  a row. 
Farmers can only postpone m aking 
those equipment purchases and re
placements for a short time without 
beginning to destroy the nation's  
food-production plant. 

As the chai rman of the Agricul
ture Committee o f  the Independent 
Bankers Association of America 
warned Congressmen at the sub
committee hearings this week, "We 
have about exhausted the ways of 
buying time. 
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'Inflation is expressed as a negative. Thus, -40% equals 40% inflation, 
while +15% would be 15% deflation. 
" Average of four quarters; Volcker period began in August 1979 and 
effects of his policies are shown by accelerated debasement of 3rd and 4 th 
quarters of 1979. 

Beginning with this issue, we start the publication of EIR's "debase
ment index" in the pages of this magazine. The index, based on a 
quarterly moving average, will be updated monthly. 

We present the index to disabuse Americans and others of the 
common notion that progress has occurred in "fighting inflation" 
if inflation is reduced at the expense of the productive base of the 
economy. 

As Lyndon H. LaRouche, who developed the index, wrote in a 

Feb. 3 memorandum: "Debasement of the economy is the more 
general phenomenon subsuming, inclusively, monetary inflation. 
Its function is to include the amount of inflation turned inward 
against the economic basis. It combines the debasement of purchas
ing-power through monetary inflation as such with the amount of 
destruction of productive capacity and infrastructure. 

"In brief, to compare properly the amount of deterioration of 
the economy caused by a certain policy, especially under conditions 
of increasing recession, we must add the total of recession plus 
inflation for each interval employed in the comparison." 

"Tl1rning inflation inward" is the policy applied by the Nazis, 
as analyzed at length by de Gaulle's economic adviser Jacques 
Rueff. To construct the index, we take the change in production 
and add to it the change in inflation-treating inflation as negative. 
Thus, for example, in 1960, industrial production grew by 2.3 
percent, while inflation grew by 1.6 percent. The index for 1960 is 
thus 2.3 minus 1.6, or +0.7 percent. This is plotted on the graph. 
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Volcker period 
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Price Index. 1960 through 1981 
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In 1970, industrial production fell by 3.0 percent, while infla
tion fell by 5.9 percent. Thus, the index for 1970 is -3.0 minus 

-5.9, or -8.9. 

For the years 1960 through 1966, the index is positive, reflecting 
the fact that production grew faster than inflation. In fact this 
peri�d, spurred by the growth of NASA space-related investment 
and its technological spinoffs in the economy, is characterized by 
the fact that industrial production grew by 9.9 percent in 1965 and 
8.9 percent in 1966. 

Toward the end of the 1960s, the rate of industrial growth fell, 
while inflation growth rose. Inflation, which was in the 3 to 6 
percent range for the period of the late 1960s through the early 
197Qs, exploded under the influence of Paul Volcker's ususrious 
interest rates. For the 30 months that Volcker has been in office as 
Fed Chairman (he was installed in August 1979), inflation, as 

measured by the Consumer Price Index, has averaged over 11.5 
percent. 

The debasement index can be viewed as a rollercoaster which 
hits lower and lower troughs. The special evil effect of the Volcker 
policy can be seen in the section of the graph starting with the third 

quarter, which is contemporaneous with his reign in office. To the 

extent that inflation has "fallen," during the second half of I 98 I, 
each I percent drop in inflation has caused 2 or more percent drops 

in production. Thus, for the four�h quarter of 1981, the index 
crashed below the level of negative 20 percent. 
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World Trade by Mark Sonnenblick 

Cost 

NEW DEALS 

$940 mn. 

$80 mn. 

$ 1 20 mn.  

$ 1 4 mn. 

$ 1 0  mn.  

UPDATE 

$205 mn. 

Principals 

Cuba/Come
con 

U.S . -Japan 

Japan from In
donesia 

U . K .  from Al
geria 

Saudi Arabia 
from U .S .A .  

Saudi Arabia 
from Brazi l 

Hungary from 
Japan 

U.S .A .  from 
Japan 

Malaysia from 
Japan 
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Project/Nature of Deal 

Multilateral agreement signed for East bloc to build 1 4  
new sugar refineries and expand 40 existing ones by 
1 990. Soviets wil l  build 1 1  of them, with many Comecon 
countries participating. Neues Deutschland says Cuba 
will pay through increased sugar exports to Eastern 
Europe . 

Westinghouse and M itsubishi Metal Corp . discussing 
joint refining of  titanium and zirconium.  Westinghouse 
wants to use its idle zirconium refinery in Utah, which 
could turn out 6,000 tpy of titanium sponge. Titanium 
refining now monopolized by 3 U .S .  and 2 Japanese 
firms . 

Japan I ndonesia Oil Co.  has signed agreement with 
Pertamina for the Indonesian state-run corporation to 
supply 1 00,000 bpd of crude oil ,  including some refined 
products for 20 yrs. IO-yr . agreement signed 1 972 was 
first govt.-to-govt. oil import deal. The new long-term 
agreement has been modified to company-to-company 
format. 

British Gas Corp .  reportedly paid the high $6. 1 0  per 
mn .  BTU price being asked by A lgeria for the single 
boatload of l iquefied natural gas bought from Algeria 
in January. The 600 mn. cu. ft. of LNG equal led less 
than 1 % of one day U . K .  gas consumption .  

Chicago Bridge & I ron got subcontract for building 
storage tanks at the Yanbu refinery , being constructed 
by Mobil  and Saudi govt. 

Brazi lian subsidiary of  Dutch shipbuilding company 
Verolme received contract for 4 oil platforms from 
Aramco, controlled by Saudi govt .  Brazil, one of Ar
amco's largest oil clients, has been pushing for recipro
cal purchases. 

Sumitomo will build nitric-acid plant. 

Takeda Chemical I ndustries, Japan's largest pharma
ceutical company, will start construction soon on a 
small plant near Wilmington, N .C .  

Conditions revealed on financing for Malaysian urea 
ferti lizer plant by Japanese govt. $146 mn .  in yens will 
be from Overseas Economic Cooperation Fund at 4% 
with repayments spread over 20 yrs . ,  incl . 5 yrs. grace. 
Japan's Exim loaning additional $59 mn .  Plant in 
Sarawak will have 1 ,000 tpd ammonia and 1 , 500 tpd 
urea capacity . Project is  part of  package of  joint projects 
pledged in 1 977 by Prime Min .  T. Fukuda to the 
Association of South East Asian Nations (ASEAN) .  
The  M alaysian fertilizer plant is owned by  Asean Bin
tulu Fertilizer, in which Malaysian govt. and state oi l  
co . have 60%; Indonesia, Thai land, and Philippines 1 3% 
each; and Singapore 1 %. 

Comment 

Brazilian manufacturers 
trying to get a chunk of 
Cuban sugar-industry 
rebuilding, but blocked 
by military anti-commu
nism. 

Mitsubishi currently im
ports zirconium , alloy 
sleeves for nuclear fuel 
rods from Westing
house. 

Japanese sources think 
this rare long-term deal 
has other ramifications,  
yet to surface. 

U . K .  purchase aimed at 
encouraging Algeria in 
Algerian negotiations 
with Gaz de France, 
which has been paying 
$4.35 .  

Chiyoda of Japan is  
pr ime contractor .  

Brazil's low-cost ship
yards are turning out 
1 ,300,000 DWT per 
year, mostly for Brazili
an fleet . 

Takeda may build $ 1 00 
mn .  plant at site later. 

Japan recently signed 
similar urea plant deal 
with Indonesia .  These 
projects, put on ice after 
fall of Fukuda, have 
been revived recently . 
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Part II: Computerized economics 
as an instrument of brainwashing 

by David Goldman, Economics Editor 

One of the survlVlng founders of "systems analysis" 
economics, retired Y ale Professor Tjal ling Koopmans, 
described t he transformation of  the economics p rofes
sion in arecent i nterview as fol lows: 

The quantitative approach started gain ing ground 
in Europe during the 1 930s. We started seeing a lot 
of activity in  new thought in systems analysis .  
Although we at the t ime were only a smal l  minority 
of the economics profession, we drew on the 
thought of Russell,  Wittgenstein ,  Ernst M ach, and 
Bortkiewicz, who was a statistician in Germany. In 
1 93 1 ,  an econometric society was set up in  England,  
and an econometrics group was established in  Ox
ford. The leaders were Ragnar Frisch, Tindbergen, 
and someone you could say bro ught the whole 
group together. This is Jacob M arschak, who was 
born in Russia and had studied in Germany during 
the Hitler years, and who then moved to the U nited 
States and established himself at the New School 
for Social Research . At the same time, Marschak 
met [Alfred] Cowles, and joined the Cowles Foun
dation .  

As Koopmans described systems analysis, i t  fo llowed the 
precise groove dug by John von Neumann in his 1 932 
paper: 

Linear programming describes the production pro
cess as a set of  alternative processes, each process 
defined by ratios of inputs of different capital 
stocks,  to one unit of output . We assume that i f  we 
double inputs we wi ll get double outputs.  For 
different assumed outputs, we see whether we can 
reach a production goal and price goal, assuming 
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constraints on primary inputs.  

Two networks in  the Un ited States received the gos
pel according to Russell and Carnap . One was the group 
around Yale Professor Irving Fisher, now most famous 
for his predictions that the 1 920s stock boom would last 
forever . Fisher was a fai led mathematician whose passion 
in l ife was eugenics, the "race science" that became 
unpopular when the, Nazis championed its cause so 
effectively . He was vice-president for the United States 
of the Third I nternational Commission on Eugenics 
under the Theodore Roosevelt admin istration ; Chair
man of the Board of  Scientific Directors of the Eugenics 
Record Office as of 1 9 1 7; Chairman of the Bo ard of the 
Euthenics Corporation;  and a member of the Eugenics 
Research Association .  As a "pioneer" in monetary eco
nomics, Fi sher was also a father figure to such other 
committed eugenicists as future Federal Reserve Chair
men Laughlin Currie and Will iam McChesney Martin . 
C urrie, whom J .  K .  Galbraith praises for stocking the 
Washington bureaucracy with H arvard Keynesians after 
World War I I ,  went on to direct postwar World Bank 
activities in  Colombia,  and i s  credited with the first 
successful program for population-growth suppression 
in the developing sector.  

One of Fisher's Yale U niversity students , Min neap
olis newspaper heir Alfred Cowles, provided the first 
bankroll  for the new " systems science" in the United 
States .  The same year that Abraham Flexner recruited 
John von Neumann to the new Princeton Insti tute for 
Advanced Studies, Cowles engaged I rving Fisher to 
create the Cowles Commission on Economics Research . 
A year earlier Fisher had founded, at Y ale, the Society 
for Quantitative Economics, along with the Vienna-
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trained Norwegian Ragnar Frisch . The Cowles Commis
sion began quietly in Co lorado, and then moved to the 
University of Chicago, where Mi lton Friedman was 
beginning his Ph . D .  program un der Henry Simons. Fu
ture Noble Laureate Ken neth Arrow, one o f  the authors 
of the Triple Revolution statement on behalf of "post
industrial society, "  began work with the Cowles group 
while at Chicago, before departing for Stanford . 1 97 5  
Noble Prize winner Koopmans moved the Cowles Com
mission back to Yale, where it began,  in  1 95 5 .  1 98 1 
Nobel Prize winner James Tobin, the reigning American 
Keynesian, became a subsequent head of the Cowles 
Foundation. 

The road to RAND 
The other great track of  postwar promotion in the 

economics profession was the one culminating in the 
RAN D  Corporation at Palo Alto, the embodiment of 
what,  during wartime, was to be known as "Operations 
Research" and later the Strategic Bombing Survey . 

The same circles at Princeton ,  Columbia,  and Har
vard who imported the Russell-Carnap "systems" theory 
dominated A nglo-American wartime science policy. As 
noted in The Ugly Truth A bout Milton Friedman. [by 
this author and EIR founder Lyndon LaRo uche] the 
Unification of the Sciences project was imported whole
sale into the U nited States through the U.S. Emergency 
Committee in  Aid of Displaced Foreign Scholars, con
trolled by Abraham Flexner, by Chicago transplant to 
Columbia John Dewey, by Dewey's  prize student Wes
ley Clair Mitchel l of  the National Bureau of Economic 
Research, and by Oswald Veblen (Thorstein Veblen ' s  
younger brother) , late of Army Ordnance and then at 
Princeton .  

Meanwhile,  a t  the Massachusetts Institute of Tech
nology, Vannevar Bush had, by 1 9 32,  made operational 
the first electronic differentia l analyzer, the ancestor of 
the comp uter bui lt during the war for mi litary use at the 
same school . Norbert Wiener,  the inventor of the term 
"cybernetics, " was already at M IT collaborating with 
Bush, the future wartime science chief. Bush was hired 
in 1 932 by the British government to reproduce his 
work there. With the collaboration o f  Cambridge U ni
versity's  Sir John Lennard-Jones and others, Bush 
helped to establish the Cambridge Mathem atical Labo
ratory, which worked jointly with M I T  to produce the 
first computer . Properly speaking, the computer as we 
know it was hatched at M IT, with refinements at the 
Princeton I nstitute fo r Advanced Studies in  cooperation 
with RCA, under the principal influence of  von Neu
mann . 

The computer's initial uses centered on bal l istics 
calculations , bomb site calculations,  and strategic 
bombing battle plans (the Air Force " Project Scoop") .  
Electronic calculation was only o n e  facet of the project 
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directed on the American side by Vannevar Bush and 
by J ames Conant  of  H arvard and by Churchi l l 's  science 
adviser Sir Henry Tizard for the British: as Carol Cleary 
has shown in unpublished manuscripts, the modern 
system of control of  technology throug h  arbitrary clas
sification procedures emerged from this wartime crew. 
B ut the dream of "artificial intelligence" was born with 
the first operational computers; the fi rst response of its 
makers was to attempt to keep the technology secret, 
and cot:lstruct one giant computer capable of containing 
all  the data in  the world so that an elite possessed of 
such superior knowledge might rule the world ! How
ever, the l imited uses of von Neumann's systems ap
proach, bogged down i n  the algebraicist prej u dices built 
into the initial logic hardware, q ualified the computer 
more as an instrument for deluding the credulous thim 
for policy planning as such. 

Cambridge University 's  N icholas Kaldor supervised 
the construction of the first comp uter-based economet
ric model for the Strategic Bombing S urvey in 1 946, 
with Wassily Leontief as chief statistician.  It  brought 
together the work of 1 94 1 -45 in  development of com
puter-based m odels conducted j o intly by Vannevar 
Bush's N ational Research Defense Council and P. M.  S. 
Blackett' s " Blackett' s Circus," the outgrowth of the 
Cambridge M athematical Laboratories. Bush's group, 
headquartered at the Carnegie Endowment in  Washing
ton and funded by John D. Rockefeller II when govern
ment money ran short, included James Conant of 
H arvard, sent to London to work with Blackett; M IT 
President Karl  Compton; and Bell Laboratories Presi
dent Frank B. Jewett. 

I ntegrated into the same effort that developed the 
first working numerical-computational models were the 
British psychological warfare command,  H. V .  Dicks 
and John Rawlings Rees of the Tavistock I n stitute, the 
experts on the impact o f  strategic bombing o n  enemy 
morale and,  subsequently, the inventors of  the program 
to sel l computers as a means o f  brainwashing corpora
tions and government. 

This is  the group that came together under the 
direction of Prudential  Life Insurance Company Chair
man Frank d'Olier-the m ajor  funder of  the Princeton 
I nstitute-for  the Strategic Bombing Survey (SBS). Its 
participants, i ncluding J. K. Galbraith and George Ball ,  
are a Who 's Who o f  the post-war establishment. Air 
Force I ntelligence, which assembled the U.S.  SBS team,  
regrouped the top staffers from the Cambridge-directed 
survey and from Bush's group in Washington into a 
semi-official Air  Force think tank, the RAND Corpo
ration . RAN D was the recipient also o f  the S BS com
puter model ,  the first working econometric model of  the 
postwar period. According to Futures Group officer 
Wayne Bo ucher, "It was an entirely East Coast defense 
establishment operation. None of the people in Santa 
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M onica knew RAN D was there-and the RAN D peo
ple didn't know Santa Monica was there ."  

RAN D was  the  hothouse for every "name" econo
mist in  the postwar U nited States. The present chairman 
of the Cowles Foundation ,  Herbert Scarf, reminisced in 
a recent interview: 

It was the Air Force that set it up .  I n  the 1 950s, 
RAND was a great place to be. It was like Cowles. 
Do you know who was i n  the Economics Depart
ment at RAND in the 1 950s? All the people who 
became [Kennedy and Johnson Administration 
Defense Secretary] Robert M cNamara's whiz kids . 
But these were people who were in the economics 
group at RAN D  and include Albert Wohlstetter 
and [future H udson I nstitute founder] Herman 

. Kahn , who were working on analytical formula
tion; Alain Enthoven, who was a top person at the 
Defense Department, Daniel ElIsberg , Will iam 
Gorham, who is the current head of the U rban 
I nstitute, and Henry Rowen, the famous defense 
analyst . At the same time, Paul Samuelson , another 
N obel Prize winner [ 1 970] was at RAND at the 
late 1 940s and early 1 950s as a consultant. 

So were Tavistock's H . V .  Dicks and Brigadier Frank 
Kitson,  i nventor o fthe British "low intensity operations" 
approach used so horribly in  M alaysia, Crete, Kenya, 
and Northern I reland; both lectured at RAND in 1 950, 
while Dicks spent six months there working on the 
R ussian psychological profile.  The new Delphi had been 
transplanted successfu l ly from Vienna, to Cambridge, to 
the major East Coast universities, and thence to Santa 
M onica, where its tendrils overran the American defense 
establishment o f  the 1 960s. 

Economics as brainwashing 
The "information theorists" who set o ut to turn 

corporate and governmental management into b ureau
cratic slush built on a tradition that goes back to the 
turn-of-the-century founding of the Chicago and Col
umbia Social Work Schools .  John Dewey's  "social

' 

psychology,"  i .e .  the assertion that the human mind can 
contain no more than heredity and social  institutions 
dump into it,  was the core of Chicago monetarism, 
according to Dewey's student Wesley Clair M itchell ,  
the man who invented M i l�on Friedman : 

To find the basis of rationality, then,  we must not 
look inside the in dividual at his capacity to ab
stract from the totality of  his experience the feeling 
elements, and to compare their magnitudes [as 
Jeremy Bentham and the other utilitarians had 
argued ] .  Rather we m ust look outside the individ
ual  to the habits of behavior slowly evolved by 
society and painfully learned by himself. Of 
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course, the use of money is one of these great 
rationalizing habits .  It  gives society the technical 
machinery of exchange . . . .  I t  i s  the foundation of 
that complex system o f  prices to which the individ
ual m ust adj ust his behavior i n  getting a living 
. . .  s ince it molds his objecive behavior, it becomes 
part of his SUbjective l i fe. . . .  Because it thus 
rationalizes economic l ife itsel f, the use of money 
lays the foundation for a rational  theory of that 
l i fe .  M oney may not be the root of  all  evil ,  but it is 
the root of economic science. 

In  other words, monetarism is  not an instrument for 
analyzing the behavior o f  firms but rather a method for 
controlling i t .  That, as LaRouche and I showed in The 
Ugly Truth A bout Milton Friedman, is precisely what 
Mitchel l 's  N ational B ureau of  Economic Research, the 
uno fficial thinkta nk for the Federal Reserve System, set 
out to do . Its "business cycle theory" insisted that 
excess investment led to excess capacity and recession,  
in a way not basically different from the Cambridge 
view, and therefore recommended tight money pol icy at 
any time the economy began to expand-thereby creat
i ng a self- fulfilling prophecy of "yin-yang" economic 
behavior.  

To put the matter i n  perspective, there is no objective 
need for period recessions:  business cycle theory creates 
recessions .  If that is true, then what is responsible for 
postwar inflation? As wi l l  be demonstrated shortly, 
price theory creates inflation . 

To persuade A merican businessmen to operate with
in  Cambridge'S fixed universe, it was first necessary to 
m ake the universe appear as fixed as possible. This task 
the Federal Reserve, dominated by I rving Fisher and 
Wesley M itchell ' s  proteges, carried out unpleasantly 
well, as documented in the cited work. Both domestic 
and foreign monetary policy-with the 1 944 formation 
of the I nternational M onetary Fund and World Bank
conspired to place l imits on the rate of expansion of the 
A merican �conomy, which could not invest for m assive
ly expanding markets without running up against such 
externally imposed l imitations o f  "effective demand ."  
Only to  the extent that the m i li tary o r  the space program 
have provided a direct or indirect market for capital 
equipment has American industry invested at anything 
c1os� to the rate of which it  is  capable since the Second 
World War. Before the Great Depression,  industrialists 
like Henry Ford and Samuel I nsul l  had invested with 
the confidence that the improvements in  the auto and 
electrica l generating technology they embarked on 
would qualitatively change the m arket and cause suffi
cient expansion to absorb whatever product they m ight 
choose to sell . Now,  for the first time in American 
economic history, the "market" became a fixed and 
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abstract-if not hostile-entity outside the capacity of  
individual firms to  influence, except as they chose to 
squeeze better shares out of it .  

In  business schools as well as economic departments, 
revealed religion became the "neo-Keynesian 
synthesis," the integration of the Cambridge viewpoint 
with the "theory of the firm" associ ated with Chicago's 
Frank Knight and his "uncerta inty principle. " Paul 
Sam uelson ,  late of RA N D ,  and Robert Solow at M IT,  
among many others, created a new belief-structure of 
corporate management that treated all  industrial activi
ty according to the principles of  ground rent. 

Rent of land, in the original M althus- Ricardo doc
trine, was the focus of economic theory . It stated that 
the price of grain (and therefore of  labor, and hence the 
rate of profit in industry) rose as land was gradually 
settled and new supplies of  land were exhausted . As 
worse land came into cultivation and more labor was 
required to yield the same output of grain ,  the price of 
grain rose at  the "margin ,"  i . e .  was determined by the 
production cost of the land m ost recently put into 
cultivation .  Landlords working better lan d with a lower 
cost of prod uction therefore drew a premium,  being 
able to sell their grain as weIl at the higher, marginal  
cost, yielding a rent . Of course, the theory was nonsense, 
as the American economist Henry Carey demonstrated : 
as newly settled areas absorbed sufficient population to 
drain marshland and other previously uncultivable land,  
the best land was brought into cultivation wel l  after 
such an area was sett led . Malth us, as noted earlier, 
freely admitted that drainage, can als,  and roads re
versed his earlier concl usions.  

Keynesian curves 
However, by extension ,  the "neo- Keynesians" trans

formed economics into a coIlection of margi nal price 
curves . There is the supply-demand curve, which shows 
that more supply wiI l  come to market as prices increase; 
there is the utility curve for each consumer item, which 
shows that consumers wiIl substitute one item for 
another in their shopping basket as relative prices 
change; there is a marginal-cost curve, which shows the 
individual firm's production costs fall ing as he produces 
to scale and then rising as he attempts to increase 
production by drawing on scarce resources; and there is 
a point of intersection of  all these curves, or "welfare 
equilibrium . "  As Paul Sam uelson summarizes the case, 

The ideal competitive market is a device for syn
thesizing (a) the wil l ingness of people to pay for 
goods with (b) the actual (minimized) marginal 
costs of  all those goods.  Without conscious plan
ning, the competitive market does achieve the 
Robinson Crusoe or the Planning Board most
efficient allocation of resources . 
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The supply curve for an industry is  merely the addition 
of all  the supply curves for individual firms, the supply 
curve for all  consumers is merely the addition of the 
supply curves for each consumer, the marginal  cost 
curve for all production processes is merely an addition 
of the m argi nal cost curves for each production process. 

Linear program ming, as applied to indi vi dual cor
porations' activities, merely attempts to show corporate 
management what will happen if  its place on these 
various curve changes . A producer of refrigerators will  
have to calculate the combined effects of a movement 
up the marginal  cost curve, e .g . ,  thro ugh an increase in 
the price o f  its raw materials;  the effect on its sales i f  the 
firm must increase its price in  response ( i .e .  the "price 
elasticity" of refrigerators); and the propensity of  con
sumers to buy other goods than refrigerators should the 
price of refrigerators rise relative to all household 
commodities . Al l  such analyses,  which take the move
ment of the total economy as a given,  most often turn 
out to be nonsense, since they ignore what sort of 
general economic shift is associated with such things as 
a rise i n  the raw-material  costs of a particular firm .  The 
proper place of  l inear programming is reduced , as 
LaRouche has shown, to production scheduling,  i nven
tory control, and so forth.  The premise that the econo
my works as a si mple aggregation of the behavior of 
individual fi rms i nvariably gets management into trou
ble. 

But because , in  this equilibrium fantasy-world, no 
net pro fits exist, and the p rofits o f  i ndividual firms 
depend on the accidental or  other allocation of  returns 
to firms through the workings of the " Knight uncer
tainty principle," then it  would follow that a firm that 
reduces its "uncertainty" stands to gain additional 
profits . T hat is  where the computer became an instru
ment of  seduction and the means o f  persuading Ameri
can managers to adopt practices that would have been 
cause for lynching a generation earlier. 

Ensco nced at the N ew School for Social Research
founded earlier by John Dewey and Thorstein Veblen
"the man who p ut it all together, " Jacob M arschak,  
propounded a highly specific solution to the Cambridge 
problem of stopping over-accum ulation.  " I n formation 
theory ,"  of which Marschak became the leading apostle, 
had two facets . It o ffered , through the magic of data
processing,  a means by which corporations could reduce 
the " uncertainty" of doing business and increase their 
profit share. Defining " information" as a factor of  
production along with capi tal or labor,  M arschak added 
to the usual marginal cost curves a "cost of informa
tion" curve: a corporation might buy additional infor
m ation,  e.g. econometric models or m arket surveys, 
and thereby increase its profits .  B ut it would suffer 
di minishing returns as it bought m ore and more infor-
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mation.  Eventually i ts cost-of- information curve would 
intersect i ts benefit-from-information curve, and the 
corporation would have reached an "equil ibrium" po
sition in the i nformation econom y .  Meanwhile, Mar
schak's student, Adolph Loewe at the New School ,  
postulated that the  "economic knowledge" industry 
would suit the Malthusian requirement that unproduc
tive spending must rise to prevent excess accumulation .  

M arschak's triumph before the economics profes
sion came in 1 968,  where he delivered the inaugural 
lecture to the convention of the American Economics 
Association .  This extraordinary speech began with a 
declaration that information business would soon dom
inate all others: 

We hear m uch of today's  " informational revolu
t ion ."  We are also told o f  the rapid growth of  the 
"knowledge industry ."  Informational revolution 
is exempl ified by TV pictures of  the moon surface 
and also by robotized stock market transactions 
and, hopeful ly,  by computerized professors . [Aus
trian School economist] Fritz Machlup defined 
the knowledge industry to i nclude education and 
research as well as p ublishing and broadcasting.  
H e  estimated its share in the gross national prod
uct of  1 95 8  at 23  percent to 29 percent, and its 
growth rate at about 10 percent, or twice that of 
the GNP. Projecting to the present, the share o f  
the knowledge industry would then appear to 
straddle the 40 percent mark ! 
There is a suspicious overlap between these activi
ties and those which Adam Smith and Karl Marx 
cal led "unproductive" and which i nclude the work 
of kings and professors, none of whom add to the 
vendible and visible stocks of  the natio n .  

B u t ,  Marschak argued, t h e  o l d  productive/non-produc
tive distinction was no longer relevant after the " infor
mation revolution :  

A growing proportion of  both m anhours and 
machine-hours is not  employed for using large 
amounts of energy , m uscular or otherwise, to 
transform or transport matter.  Instead, so-called 
"brains" (human or otherwise) are employed to 
manipulate symbols .  A sequence or network of 
such symbol manipulators uses up a minute 
amount of energy to even tually release, trigger
like, l arge amounts of energy through the more 
brutal medium of generators, m uscles, and m a
chine tools.  

Since Marschak's principle concern was, as noted, to 
steer investment out of "productive" and into "non
productive" functions,  the last statement is  in the order 
of a hypocritical gloss. He proceeded to describe the 
relation of "utility" of information to the "disuti lity" 
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of  its cost through such conventional issues as i nventory 
control, asking,  " I s  this not classroom economics? Yes 
indeed . But it should include the more advanced parts 
of it which allow for o ligopoly, uncertainty, and other 
such things, mildly called ' imperfections . '  " U n like  hard 
com m odities, which m ay be assumed to have a statisti
cally meaningful  average " utility" for all  consumers, 
i n formation is m uch more subject to the vagaries of 
personal  taste: 

The eco nomic problem of organization is that of 
al locating n umerous kinds of tasks, symbol ma
nipulating as well as physical ,  to n umerous trans
formers, arranged in a complex yet efficient net
work . And further complications,  of a different 
kind,  arise when a single organizer is replaced by 
several .  Their beliefs and utilities are not the same. 
They engage in a nonconstant sum game. The 
economist's problem i s  then shifted from the 
search for optimality to the search for 
stabi l ity . . . .  

The criterion of  survival ,  viability, stability 
guides the social scientist who describes , and tries 
to explain ,  the existing institutions . . . .  Along 
with the stability criterion ,  the economist uses a 
weak collective optimality criterion ,  a modest 
common denominator on which people might 
agree in spite of  their divergent utilities and be
liefs :  an arrangement of tasks and i ncentives is 
optimal in this modest sense if there is no feasible 
arrangement that would be better or  at least not 
worse for a l l  m em bers of the organization . 

As Wesley Clair M itchell had argued two generations 
earlier for a m onetarism that imposed its rationality on 
the m arket, so Jacob M arschak announced that infor
m ation economics would be arbitrary unless the infor
mation-economists i mposed a consensus among m an
agers as to what the "uti l ity" of information m ight be. 
But as M arschak addressed the AEA convention , his 
colleagues at RAND Corporation had a lready taken 
steps to ensure thi s .  

Under the sponsorship of  the  McNamara Defense 
D epartment, the M arschak gospel in its various forms 
took the corporate world by storm . McNamara and his 
chief aides at Ford M otor Company had started in Air 
Force Operations Research production teams, and came 
out of the same pool that fed the RAND Corp oration .  
A fter nearly ruining Ford (by insisting on poorly pro
duced, mass-marketed , and heavily advertised cars l ike 
the Falcon),  M cN amara brought to the Kennedy De
fen se Department the entire RAND armamentarium.  
Joining him were Danie l  Ellsberg and Henry Rowen, 
among other veterans .  The damage to the American 
mi l itary d ue to the random application of  "cost-benefit" 
analysis to weapons systems,  and the "body count" 
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approach to war-fighting, are sufficiently known to 
permit only mention here. Less. well known is the 
spectacular impact of McNamara methods played back 
into the corporate sector, where they had had their first 
gestation period during the 1 950s .  

What later spread to  boardrooms in the form of the 
" Delphi  tech n i que" made its fi rst appearance in a 
September 1 964 study, declassifying a mi litary project 
entitled, Report on a Long Range Forecasting Study, 
R A N D  paper P-29 82 . A copy was mai led to every 
Fortune 500 corporation .  "The press and publicity in 
the corporate planning field was explosive," reported 
Futures Group founder Wayne Bo ucher in a recent 
interview. "This study revolutionized corporate plan
ning i n  the Un ited States . H undreds of corporations 
began thinking of setting up their own groups . "  Ted 
Gordon ,  now president of the Futures Group, and Hal  
Becker, the  Group's treasurer, were both consultants to 
the original study . Corresponding in the study abroad 
were H. G .  Wells' protege Denis Gabor, the author of 
Inventing the Future, then at Cambridge; Bertrand de 
Jouvenal; and, according to Boucher, Soviet offi�ial 
Dzhermen Gvishiani, soon to found the I I ASA jointly 
with the American systems analysts . 

Corporate nibbles at futurology were hooked in the 
following year, through the General Electric-I nstitute 
for Life Insurance symposium . Wayne Boucher and 
other futurologists look back to the G E- I LI Symposim 
as their Counci l of  Nicea. "The press coverage of  the 
I Ll symposium alone was huge," Boucher said, "and 
guaranteed the tremendous corporate attendance ."  A 
majority of Fortune 1 00 corporations sent their plan
ning chiefs to the weekly G E- I L I  meetings held in New 
York City through most of 1 964-65 .  Among the seminar 
leaders were Ian Wilson, G E's head of  strategic plan
ning, now at the Stanford Research Institute; Arnold 
Brown , now at the commodities firm ACLI, j ust ac
quired by Goldman Sachs; Morton Darrow, special 
futures consultant to the Chairman of Prudential Life 
Insurance, j ust retired; Ken Craver, Research and De
velopment director for M o nsanto Chem icals; Robert 
Barmeier, director of  corporate planning at Sears Roe
buck; Robert Ehrlich, treasurer of AT&T Long Lines; 
Rene Zentner, director of  corporate planning for Shell 
Oil U . S . A . ;  Bil l  Simm ons, director of  long-range plan
ning, International B usiness M achines; Chri stopher 
Liu, chief of  p lanning  of  Weyerhauser Paper; and 
Fletcher Chan, chief of planning at  Bank of A merica, 
among many others . 

What actually transpired inside corporations in con
sequence is  reported by a former Chase Manhattan 
officer who worked with the futurists from the early 
1 960s on. Chase Manhattan's  International Department 
was dominated, from the early 1 960s, by former World 
Bank and Chase Manhattan President Eugene Black , 
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whose small  back office was the effective center of 
planning for the bank's  international portfolio . B lack 
picked up a small  group of  Naval Intelligence types 
around H ugh Stokely, who proceeded to i ntroduce 
" M cN am ara methods" into Chase operations (Mc
N amara himself was to succeed two Chase C EOs, Black 
and J o h n  J. M cC l o y ,  at the World  B a n k  i n  1 96 8 ) .  
Stokely introduced t h e  fi rst "country risk analysis" 
computer m odel, starting a fad which has since spread 
to other big A merican banks . The model was primitive, 
even silly. I t  assigned scores of risks on various ac
counts, such as political,  m i litary ,  sociological, and so 
forth; a simple computer program then added up the
plusses and minuses and told the o perator whether a 
country was a fit participant i n  Chase Manhattan's  loan 
portfol io .  " N one of  these people believed their B . S . , "  
reports then C hase economist M ichael H udson, who 
later worked with the Futures Group and the H udson 
Institute. "All it did was print out pre-conceived conclu
sions" speci fied by Black,  Stokely, and the World Bank 
mafia in  place at the bank . " B ut it  h ad the m arvelous 
effect of  taking the bank lending officer off the hoo k .  
H e  didn't  have to m a k e  a decisio n .  I f  t h e  l o a n  went bad, 
it was the computer's fau lt, not his .  W ho was going to 
blame the computer? It rewarded the stupidest possible 
bureaucratic mediocrity . "  

I n  1 975 ,  this writer chanced t o  dine with the then
reigning futurologist Herman Kahn and with Kahn's 
close friend, Columbia U niversity Professor Robert 
M unde l l ,  the g u r u  of what  l ater became k n o w n  as 
"supply-side economics," and the inventor of Arthur 
Laffer.  M undell ,  whose transp arent blue eyes and tone
less speech have sent shivers down the spines of two 
generations of graduate students,  said, " H erman, I have 
a new cycle theory . My theory is  that there is a great 
plague every fo ur hun dred years that destroys half the 
human race, and according to my calculations, o ne is 
due in  1 980 . "  

Kahn, a 3 50-pound behemoth who was occupied 
with a plate of  sashimi squid,  returned in his m achine
gun chatter, " I -don't-believe-a-word-of-it .  When-I-was
at-the-National-Bureau-of- Economic-Research-I-used
to-give-my-staff-random-data-all-the-time-and-ask
them-to-come-up-with-cycle-theories-and-t hey-could
always-come- up-with-a-cycle-theory-no-matter-how
random-the-data-was-so- I-never-believed-in-cycle-theo
ries . " 

Kahn devoured another raw squid.  Nonplussed, 
M undel l  returned,  " We l l ,  Herman,  perhaps y o u ' re 
right . B ut I only make up these theories for fun . "  

Chase i ntroduced o ne o f  the first Delphi programs, 
a "decision-making" process dreamed up at RAND for 
eliciting a "corporate consensus" out o f  whatever con
flicting opinions were hanging around.  Chase senior 
V i ce- Presi dent Barry S u l l ivan , who went on to the 
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chairmanship of First Chicago, pioneered the use of the 
"consensor," a computerized device first developed by 
Bill  Simmons of  I B M ,  one of the afo rementioned semi
nar leaders for the l ife insurance programs o f  1 964-65 .  
Marketed b y  Ted Gordon, w h o  i n  1 967 left R A N D  to 
found first the Institute for the Future and then the 
F utures Group, the consensor worked as follows . Each 
executive (or mi litary officer-the device is also in  use 
at the Joint Chiefs of Staft) is given a remote hand-held 
terminal with a scale of  one to ten; he m ay privately 
rate any proposition on that scale, and a mini-computer 
with a display device will instantaneously graph the 
distribution of  opinions .  N ot much different from the 
"particip atory democracy" then coming into vogue in 
the Students for a Democratic Society o rganization :  use 
of the device permitted the dialogue-leader to rig vir
tually any concluion he wanted . 

Vienna positivism had come into its own.  Piero 
Sraffa had insisted that an economy not describable in 
the language of logical positivism either could not exist 
or was in  crisis, and t herefore insisted (along with von 
Neumann) that the condition for economic stability was 
an eternally fixed capital-intensivity of production . Now 
the system s theorists  procla i m ed that if they could  
reduce a l l  deliberat i o n  to  the language o f  systems 
analysis, they could control the minds of decision-mak
ers on all  i ssues. 

It  was predictable that the center o f  computer econ
ometrics, the Wharton School  at the U ni versity of
Pennsylvania,  would also become a chief base of opera
tions of the Tavistock I nstitute-whose founders had 
been present at the wartime cr�ation of  systems theory . 
A close collaborator of Tavistock's Eric Trist at Whar
ton, Russell Ackoff, who heads the B usch Center for 
labor relations,  summarized this manic self-conception 
in his 1 974 Redesigning the Future: A Systems Approach 
to Societal Problems: 

The currently emerging i ntellectual revolution is  
bringing with it a new era that can be called the 
Systems Age which is producing the Postindusrial 
Revolution . . . .  
. . .  what we k now o f  reality is  conditioned by 
what language we use; hence the nature of  reality 
is to be found in  the analysis of  language. In  1 949 
Claude Shan non, a m athematician at Bell Labo
ratories, turned attention to a larger process of 
which lanaguage was a p art, communication. He 
provided a theory that formed the basis for what 
came to be known as the communication sciences . 
Almost simultaneously another m athematician,  
Norbert Weiner, of  the M assachusetts Institute of 
Technology, placed communication into a sti l l  
larger conceptual context , control .  In  so doing he 
fo u n ded c y b e r n e t i c s , the sc ience  of c o n t r o l 
through comm unication . . . .  
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. . .  One more step was taken . In the early 
1 9 50s science went through an "aha" experience 
and came to realize what it  had been up to in  the 
preceeding decade :  i t  was becoming preoccupied 
with systems [emphasis in  original . ]  

When the Dennis  M eadows-Jay Forrester Limits To 

Growth study appeared in 1 972,  the extent to which it 
found an audience is accounted for by a generation of 
such spadework.  But the extent to which it rigged its 
results to suit the Malthusian bias o f  its authors was so 
obvious that even the London Economist, not unsym
pathetic to the Club of Rome goals, had to chuckle that 
by Forrester- M eadows methodology, London would 
now be b u ried several feet deep in horse m a nure 
through overpopulation of  horse-drawn vehicles. 

Computer econometrics, the subject for which linear 
programming was first invented, became only one track 
of rampant Vienna positivism , albeit a crucial one. The 
entire economics profession ,  i ncluding all of  the 1 970s 
crop of N obel Prize winners, came out of the "systems" 
appro ach first sponsored by the Cowles Commission, 
i ncluding 1 98 1  laureate J ames Tobin ,  H erbert Simon 
( 1 978) ,  Tjallinbg Koopmans (co-winner in  1 975) ,  Paul 
Samuelson ( 1 970), M ilton Frie�an ( 1 975), Kenneth 
Arrow ( 1 972),  Ragnar Frisch ( 1 969) ,  Jan Tinbergen (co
winner in  1 969) ,  and,  most emphatically, the father of  
modern computer econometrics, Lawrence Klei n .  

Klein 's  career summarizes the role computer econo
metrics had played . He began as Wesley Clair M itchell ' s  
research assistant at the National Bureau of  Economic 
Reseach , and helped construct the fi rst, hand-calculated 
m o dels  of the U .  S .  eco nomy at the U niversity o f  
M ichigan's Institute for Social Research, another Tav
istock implant in t he American academic community. A 
member of the Communi st Party, Klein fled the U nited 
States during the M cCarthy period to work at Cam
bridge, i .e .  with Sraffa, Joan Robinson, and Nicholas 
Kaldor.  He was introduced to M ichael Kalecki through 
Mrs. Robinson (hence his  contribution to the Kalecki 
1 960 Festschrift cited earlier) . H is international reputa
tion secure, Klein returned to America to hea d  forecast
ing efforts at Wharton,  with a brief interruption as 
candidate J immy Carter 's  campaign economics adviser 
in  1 976 . Currently , at Wharton Economic Forecasting 
Associates ,  the commercial spinoff of  the Wharton 
Academic m odel, Klein directs the first "world model" 
for short-term forecasting,  Project Link . 

Throughout this period, the principal efforts of the 
Cambridge group-which had taken America by storm 
with J. M .  Keynes' General Theory-concentrated 
attentions on the East Bloc, and the notion that "sys
tems theory" is a "value-free science ."  The old Apostles' 
companions and Comm unist Party cellmates of the 
Cambridge economists, Philby, Burgess, Maclean, and 
Blunt, attracted m ore attention, but M rs.  Robinson's 
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assiduous efforts in the East bloc may have had an even 
more profound effect . Von Neumann's model is stand
ard in Poland , Hungary , Romania, and Y ugoslavia, 
and of  great i n fl uence elsewh ere i n  the East b loc .  
Typical o f  East bloc standard economics texts is Propor
tions, Prices and Planning, by H ungarian p l a n n i n g  
official Andras Brody. T h e  book sports a n  introduction 
by Wassi ly Leontief, the statistician of  the Strategic 
Bombing Survey . Brody casuistically compares von 
Neumann's  arguments  to those o f  Kar l  M a r x ,  and 
concludes that systems theory solves the unsolved p rob
lem of capital accumulation in Volume I I  of Capital. 

A l l  the networks  spun out  of the U niversity o f  
Vienna in the 1 920s re-entwined in 1 97 1 ,  fifty years after 
Piero Sraffa came to Cambridge, in the Vienna-based 
I nternational Institute for Applied Systems A nalysis: 
the Cowles Commission economists, the Wharton eoc
nometricians-turned-futurists, the MIT doomsday fore
casters, the parallel Continental European groups wok
i ng out  o f  Royal  D utch Shell  and the Science a n d  
Technology Committees of N ATO a n d  t h e  Organiza
tion for Economic Cooperation and Development, as 
well as thei r Soviet counterparts-whose systems pedi
gree goes back as far as the capitalists' . 

As the meeting p lace between the Western ( M IT and 
Yale) and Eastern (Cambridge Communist and Vienna) 
variants of system s theory, nASA's status is under
standably sensitive. Tjall ings Koopman p leaded with a 
recent interviewer, " D o  not write that there is a connec
tion between the Cowles Foundation and nASA."  But 
he added, 

The Club of Rome is a group of people with a 
great deal of good wi l l  and dr ive .  T hey have 
drawn attention in a very important way to the 
problems of too much population, the environ
ment, and so on. However, their economic model , 
which claims to prove their points, is n ot a real 
economic model . N ow the economics profession 
could act jealous and say that the Club of Rome 
stuff is no good, because their  model i s  not 
rigorous. But that would be wrong .  So we decided 
to put the Club of Rome model on a rigorous 
footing , which is the reason for systems analysis, 
and helped establish the International Institute for 
Applied Systems Analysis .  Kenneth Arrow [ 1 972 
Nobel Prize winner] and I were on the committee 
that helped set up the in itiation of n ASA [through 
the N a t i o n a l  A c a d a m y  of S c i e n ces ] .  S o  w a s  
George Danzig, also of  the Cowles Foundation . I 
was the first head of the methodology department. 
We looked i nto populat i o n ,  the a l l ocat ion o f  
rsources, and s o  forth. 

The "improvements" in the Club of Rome model 
which the economics  profess ion , such as it i s ,  has 
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proposed are  improvements in  methods of m ass brain
washing . M erely to i ntroduce resource-scarcity con
straints on economic growth from the o utside, as M ead
ows and Forrester did,  rai ses some hackles among the 
vict ims.  The next generation of systems application wi l l  
seek to persuade the victims to participate in  planning 
their own suicide.  

As applied by the Wharton School ,  econometrics 
functions like a gigantic "consensor" computer for an 
entire economy.  Wharton Economic Forecasting Asso
ciates are n ow using their appropriately named " Die
mex" model of the M exican economy as such a l abora
tory. Like the Wharton U .S .  m odel, Diemex is  based on 
the same set of  marginal-cost and supply-demand curves 
that brainwashed a generation of American managers. 
But its special feature is that the forecasts themselves 
are based on feedback from the model's users, who are 
brought together every six m onths and surveyed in the 
interim .  The vict im is told that the Mexican economy 
cannot sustain the eight percent growth program pro
posed by the Lopez Porti l l io government; under condi
tions of inadequate growth , how would he change his  
behavi or? The responses are then fed back i nto the 
central model,  to produce a credible "forcast" based on 
the victims' col lective reaction to the earlier, unfounded 
assertion-based on forged data-that the Mexican 
economy cannot grow at desired rates. Each victim has 
"participated" in the formulation o f  the forecast in  the 
same fashion that the victim of a corporate " Delphi" 
program has "participated" i n  the decisions manipulat
ed by the RAN D-trained seminar leader.  

J ames M arti n ,  former IBM executive turned star 
systems consultant to corporations,  described a techno
tronic apocalypse based o n  this feedback principle i n  his 
1 978 book The Wired Society. Electronics Fund Trans
fer and other computer-based payments systems would 
soon d o m i n ate all eco n o m i c  activity,  provid ing an 
i nstantaneous electronic information base on the state 
of the economy. This information would, Martin contin
ued, be collected and put into giant econometric models, 
which would feed back their results to m arket partici
pants and enable them to order their decisions accord
ingly.  Martin's vision i s  not new: it combines the social
contro l theories that John Dewey taught to Wesley 
M itchell and the modern monetarists with the Vannevar 
Bush plan to construct a single giant computer at MIT 
with sufficient data to  ru le  the world.  

T he o utco m e  o f  the system s takeover would be 
exactly what the Cambri dge M althusians intended it  to 
be: a means of persuading the world to adopt economic 
policies that amount to a last cattle-car trip for the 
human race . 

Extensive research for this article was conducted by 
Richard Freeman, Kathy Burdman, and Carol Cleary. 
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Business Briefs 

Domestic Credit 

Downturn in consumer 
borrowing and purchases 

U.S .  consumer credit fell in December by 
$ 1 73 mil l ion, showing the first decl ine 
since July 1 980. Net new credit extended 
fel l  by 2.3 percent; both the level of new 
credit and paydowns of debt owed con
tracted , the Federal Reserve Board re
ported on Feb . 9 .  

The next day, the Commerce Depart
ment announced that retai l  sales plunged 
1 . 1  percent in  January to $86. 1 2  bi l l ion, 
following a 0.2 percent fal l  in  December. 

Ironically, President Reagan's Coun
ci l of Economic Advisers also chose Feb . 
1 0  to release its annual report. The report 
forecast that in particular, growth in con
sumer sector housing and autos would 
lead the recovery . Consumer-goods pur
chases account for two-thirds of al l  final 
sales in the U .S .  economy . 

Investment 

Will the U.S. see a real
estate shake-out? 

The South Atlantic Financial Corpora
tion, a real-estate investment trust 
(REIT) based in Miami,  announced Feb . 
1 0  that it would be unable to pay at 
maturity $ 1 6 .9 mil l ion worth of  out
standing subordinated debentures that 
come due within five days. The company 
said that it will try some way to raise the 
cash and if it cannot, it wil l  seek a merger 
or sell itself to some other company. The 
possibility of bankruptcy, of course, is 
even greater. 

Kenneth D. Campbell , president of 
Audi Investments, a real-estate advisory 
service reported Feb. 1 0, "This [South 
Atlantic] is largely a condominium and 
residential land operation,  and it's no 
secret that the Florida land market is 
extremely weak." 

However, it is not j ust in Florida that 
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real-estate companies are having prob
lems,  because the speculative market is 
vastly overbid.  U .S .  Realty In vestments, 
a Cleveland-based real-estate trust with 
assets of $80 mil l ion,  announced in Jan
uary that it will l iquidate itself within 1 2  
months because o f  substantial losses . 

Perhaps the biggest problem case is  
American Invsco, the Chicago real-estate 
giant and leading condominium convert
er, which has inierlocking holdings 
worth over $ 1  bil lion . Invsco's four larg
est creditors are owed $340 mil l ion, and 
the company is  in such poor shape that 
as of February, its overdue mortgage 
payments totaled $20 mil l ion and were 
growing at the rate of $5 mil l ion per 
month. One source reports that I nsvco, 
which is owned by the Gouletas family of 
Chicago and has been l inked to organ
ized crime, is kept alive through emer
gency transfusions from Continental I l
l inois Bank,  its largest creditor. 

Public Policy 

Lopez Portillo 
blasts Volcker's usury 
Mexican President Jose Lopez Portil lo 
has charged monetary authorities in the 
United States and other OECD nations 
with risking war and depression.  In  his 
keynote address to the annual Meeting 
of the Republic in Guadalajara on Feb . 
5, he made the following statements: 

"I wish, in a few brushstrokes, to 
explain the international situation which 
Mexico faces. The industrialized coun
tries currently have the highest unem
ployment rates since the Great Depres
sion of the years 1 929-30 . . . .  In 1 980 the 
industrial ized countries had 2 1  mil l ion 
unemployed. I n  1 98 1 ,  it increased to 25 
mil lion; for 1 982, it is expected that this 
wil l  r ise to 29 mil l ion . . . .  In countries 
l ike England, the unemployment rate is 
the highest in history: 3 mil l ion 
people . . . .  I nternational trade, for the 
first time in 25 years,  i s  fall ing in  volume 
and value. 

"The declining inflation in  the indus
trialized countries is due to depression 
and not greater productivity . I wish to 
underscore this in order to establish some 
contrasts . . . .  Countries l ike ours, which 
have long-standing under- and unem
ployment, cannot give ourselves this l ux
ury . . . .  The exclusive way that we have 
to combat inflation-I said it at the be
ginning of my term and I reiterate it 
now-is through production and pro
ductivity, not through cruel unemploy
ment. 

"In this i nternational context, we 
must note that whi le raw materials drop 
in  price, money costs are rising as never 
before in history. A European statesman 
said it very clearly: 'S ince the advent of 
Christ, never has money been so expen
sive . '  

"This  is the international context in 
which we l ive, the kind of depression 
which has not been seen for many years, 
not to mention the acute risk of armed 
confrontation .  Without doubt you read 
a few days ago that Brezhnev stated that 
we have never been so close to the third 
universal conflagration since the Second 
World War." 

Agriculture 

USDA Secretary 
visits Mexico 

U.S .  Agriculture Secretary John Block 
joined Mexican Agriculture Minister 
Francisco Merino Rabago in Tijuana, 
Mexico on Feb . I I  to hold a news confer
ence declaring three Mexican states free 
of screwworms. The victory 'is the result 
of a joint eradication effort between 
Mexico and the United States . 

Following the press conference Sec
retary Block visits agricultural installa
tions in Sonora state, and proceeds on to 
Mexico City where meetings with the 
Mexican Minister of Commerce and U .S .  
agribusiness representatives are sched
uled . 
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Mexico and the United States coop
erate in many technical agricultural proj
ects, especially in developing Mexico's 
dairy and livestock industry . Recently 
Mexico has become a major importer of 
U .S .  food and feed grains, buying nearly 
$3 billion in American farm products in 
1 98 1 ,  including large quantities of dry 
milk stockpiled in government ware
houses. 

Trade 

Washington demands 
Japanese free enterprise 

Commerce Secretary Malcolm Baldrige 
and U .S .  Trade Representative Will iam 
Brock have l ined up behind efforts of 
Sens .  John Heinz (R-Pa.)  and John Dan
forth (R-Mo.)  to force Japan to accept 
"free enterprise . "  

In  congressional hearings Feb . 1 0, 
William Brock said that while the Gen
eral Agreement on Trade and Tariffs 
(GATT) has provided a forum for gain
ing reciprocity from Japan in regard to 
merchandise trade, "GATT does not 
provide a means to gain market access 
for services exporters and investors . "  

Brock said he  was  absolutely sure 
"that we are going to get equity from 
Japan ," since "they cannot survive with
out us ." 

Commerce Secretary Baldridge 
claimed that Japan wi ll soon accept de
mands to treat foreign investment and 
services as they do domestic investment 
and that "a year from now we will see 
practical results . "  

The remarks by Brock and  Baldridge 
parallel the intent of legislation by Heinz 
and Danforth to scrap the GATT mech
anism in order to give the President wide
ranging powers to punish Japan if it 
refuses to accept unlimited American in
vestment and services. 

Implicit in the administration's argu
ment is the assumption that American 
goods can no longer compete in Japan, 
but that there exists a large amount of 
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capital in  the  U .S .  seeking equity and 
rlebt positions in  Japanese industry . 

In a delivery that made the adminis
tration's trade-war proposal seem mild,  
Rep .  Fred Richmond (D-N .Y. )  demand
ed legislation that would restrict Japa
nese imports to the U nited States to one 
half U.S. exports to Japan. 

Gold 

Scandal at the 
Bank of England? 

"If  the story were ever told, many careers 
would be ruined overnight,"  commented 
a British bank economist on a Feb . 9 
expose of Britain's gold drain published 
in the London Financial Times. Journal
ist David M arsh reports that Britain's 
loss of  more than 60 percent of its gold 
between 1 960 and 1 97 1  was "one of the 
biggest financial blunders in history . . .  
l inked up with a range of secret agree
ments by the Bank of England with the 
Bank for International Settlements in 
Basel  and other foreign central banks ." 

According to M arsh, the support 
packages central banks assembled for 
sterling apparently i nvolved substantial 
gold transfers, to Britain's ultimate great 
disadvantage. The issue of banking se
crecy , he adds, which sti l l  covers the facts 
of the matter, is relevant in a world of  
massive covert go ld  transfers today i n  
which central banks play a major role. 

"In view of  its specia l  role as market
ing agent for South African gold, the 
Bank of England was concerned that 
leakage of information might strengthen 
the hand of competing Swiss commercial 
banks .  The same rivalry continues today. 
The Bank has helped ensure that statis
tics on exports and imports of gold to 
and from the London market have been 
expunged from British trade statistics in  
order to  guarantee Swiss-type secrecy . 
And it gives the London brokers a help
ing hand by providing h igh-security 
vault space ." 

Briefly 

• CANADA'S provincial prime 
ministers met the weekend of Feb. 
6 to address the deepening eco
nomic crisis .  All 10 provinces at
tacked Premier Trudeau's "ortho
dox monetarism" and demanded 
lower interest rates. However, 
Newfoundland's Prime Minister, 
Brian Packford, and others depict
ed the meeting as "a total fai lure" 
because Trudeau rebuffed every 
provincial suggestion .  Quebec 
Premier Rene Levesque said that 
Ottawa "has its hand on the fire 
hydrant but refuses to provide us 
with water," declaring that the 
federal government is attempting 
"a bloody rape" of Quebec's fi
nances and development projects .  

• LAWRENCE BRADY'S hor
ror of trade with the Soviets has its 
counterpart in  his esteem for Com
munist China. The Assistant Sec
retary of Commerce, a protege of 
the Eastern Order of the Knights 
of M alta, announced during an 
early-February trip to Peking that 
the U .S .  plans to sell China higher
technology items soon, which may 
include goods having potential 
mi l itary use. 

• THE QUAD CITIES area on 
the Iowa- I l li nois border has 
3 50,000 highly sk i l led industrial 
workers n ow hit by Paul Volcker's 
depression .  The International 
Harvester plant in Rock Island wil l  
close for two months on March 8 
and may never start up again .  An
other Harvester plant in  East Mo
line wil l  l ay off a l l  but 1 50 of i ts  
2,000 workers. John Deere, J .  I .  
Case, Montgomery Elevator, and 
Oscar M eyer have also announced 
heavy layoffs . M oline Tool & Die 
has no orders after M arch I .  Re
gional banks are charging 2 1  per
cent interest to farmers who have 
huge grain-storage problems .  I n  
Davenport, Iowa, a city of 
1 00,000, one-fifth of  al l  homes wil l  
be repossessable by July .  
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�TIillSpecialReport 

Japan's S500 billion 
plan for reversing 
world depression 
by Daniel Sneider, Asia Editor, in Tokyo 

J ust before the New Year, one of the most powerful men in Japan summoned 
1 4  of his fel low busi ness and political "elder statesmen" to a special meeting 
in Tokyo. The convener of the gathering was Toshio Doko,  the 8 1 -year-old 
engineer who formerly chaired the Keidanren business federation.  The 
purpose of the session was to line up support, both in J apan and internation
ally, for the 20-year, $500 billion global-development proposal authored by 
M asaki Nakaj ima,  the founding chairman of the M itsubishi Research Insti
tute .  Nakajima's  proposed "Global I n frastructure Fund" (G I F) would 
finance "super-development projects" -"engineers' dreams" he calls them
particularly i n  the Third World.  

The GIF idea is  manifestly a product of the spirit and commitment to 
economic p rogress and development that transformed Japan in one genera
tion from a backward, feudal nation to the third-largest economic power in 
the worl d .  The G I F  plan proposes to catalyze the growth of the world 
economy out of its current fundamental "stagflation" and deep recession 
through the impact of long-term , l arge-scale capital infrastructure construc
tion projects .  Each project is  envisioned to take 10 to 20 years to complete
projects l ike a second Panama Canal ,  the greening of the Sahara desert, and 
m assive hydroelectric and irrigation projects in  the Indian subcontinent, 
A frica, and Latin America. M r .  Nakajima's  view is that no nation-by-nation 
sti mulus program is sufficient to bring about world economic recovery . Only 
a program that stimulates investment and tech nological innovation in the 
advanced sector through tackling the problem of industrializing the Third 
World wil l  end stagflation.  M ore important in  Mr. Nakajima' s mind i s  that 
these projects would be the concrete foundation for world peace . Their 
completion would require East-West cooperation,  an issue which is at the 
core of Nakajima's  conceptio n .  It  is indeed a "grand design" for peaceful 
construction . 

Since 1 977 this extraordinary man has been traveling to all corners of the 
globe to talk about his idea. He first presented the proposal at an internation
al conference in Switzerland . By 1 979 Nakajima had been invited to speak 
about the G I F  at such varied bodies as the West German parliament's 
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The Rajasthan Canal. built near New Delhi in "the 1 950s. has turned large portions of the Rajasthan Desert into arable territory, a 
modest instance of the "greening" projects foreseen by the GIF. 

Committee on Eco nomic Cooperation and Georgetown 
University's Center for Strategic and International Stud
ies (CSIS) . 

In addition ,  the plan has been reviewed in several 
important publications-including Executive Intelli
gence Review, which publ ished the text of the proposal in 
Septem ber 1 978-and by such thinktanks as the M unich
based I FO Institute for Economic Research . M oreover, 
several developing country leaders, including Indian 
Prime Mi nister Indira Gandhi,  have praise for the 
concept, reports Mr. N akaj ima .  

One cannot but  be  impressed , as I was  in my two
hour interview and discussion with M r .  N akaj ima,  by the 
dedication with which he has pursued the realization of 
this idea, at times single-handedly .  His main target is to 
bring the Japanese government into adopting the G I F  as 
its official pol icy, i md to that en d he has acted to generate 
and demonstrate the interest in the idea outside Japan,  
proving to the skeptics and "practical men" among 
Japan's  po litical leadership that the GIF idea can indeed 
work . Slowly he has gained many powerful adherents 
among the leading circles of Japan's power elite, includ
ing former Prime Min ister Takeo Fukuda,  who discussed 
the idea with then- Presi dent Jimmy Carter. 

A turning point came on Jan .  I ,  when Japan's largest 
circulation daily, the Yomiuri Shimbun, announced on 
the front page that Toshio Doko had formed a 1 5-man 
GIF study group to promote the idea . Not  only does 
New Year's Day have special import in  Japan, but also 
the opinions of Doko, a Massachusetts Institute of Tech
nology grad uate and a pioneer in supertanker construc
tion, carry great weight in the so-called practical world 
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of  b usiness,  both inside and o utside Japan . The commit
tee includes a number of other business and political 
"heavy-weights," such as former Foreign Minister Sa
buro Okita, N ippon Steel Chairman Eichiro Saito, for
mer Ambassador to the United States Noboru Ushiba,  
Nippon Telegraph and Telephone C hairman H isashi 
Shinto , and Overseas Economic Cooperation Fund (Ja
pan's foreign aid agency) Director  Takeshi H osom i .  

T h e  Yomiuri reported that the p urpose of the Doko
created GIF Study Group is to persuade Prime Minister 
Zenko Suzuki to put the G I F  plan on the agenda of the 
Paris economic summit of the seven top Western indus
trial nations to be held this summer. While Prime M inis
ter Suzuki-a man of consum ate political caution-has 
yet to p ut his  official seal of  approval on the venture, 
sources close to Nakaj im a  feel that a crucial step has 
been taken in  p utting the ful l  weight of  the Japanese 
govern ment behind the G I F  idea . 

In my discussions with Japanese government and 
corporate officials and policy-makers during my two
week stay in Japan [to be reported on in an upcoming 
EIR-ed . ] ,  I found a constant sense of concern over the 
crisis-ridden state of world economic and political af
fairs .  Like West German Chancellor Helmut Schmidt, 
J apanese leaders worry that current economic problems 
and policies, most emphatically including Paul Volcker's 
high-interest-rate strategy,  could send the world into a 
I 930s-type depression and East-West conflict. 

There is  a searching debate amongst these leaders on 
how Japan m ust act in  the world in  response to this cris is .  
Nakajima's  GIF is  one of  the most prominent i deas 
being discussed as part of this debate. 
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Interview 

Masaki NakajilDa discusses 
the GIF's potential 

Thefollowing interview with Masaki Nakajima of Mitsub
ishi Research Institute was conducted in Tokyo on Jan. 21 
by Daniel Sneider, EI R 's A sia Editor. 

Sneider : I 'd  like to first ask you w here, in your mind,  the 
idea for the Global Infrastructure Fund (GI F) comes 
from,  and what is the general concept behind this 
development program? 
Nakajima : This idea came about five or  six years ago 
when the world was entering the stage of stagflation .  
While we  were studying the  stagflation problem , we 
realized that there was no good economic theory to 
explain it . I reached the conclusion that i t  i s  the meta
morphosis of the crisis in  the 1 9th century. That means 
that in the 1 9th century every decade or two decades 
there was a big crisis, a world cri si s .  Keynes solved the 
problem in two ways : first, the emancipation from the 
gold standard, that is, a managed currency system . An
other problem in his mind was effective demand .  Since 
that time the world-wide crisis faded. Instead, first comes 
in flation and then recession from too little effective 
demand.  

In the  decades from the  1 950s to the  1 970s,  the world 
was favored by a high growth rate. Mr. Daniel Bell told 
us that this was the highest growth-rate o f  mankind in  i ts 
history . And what was the main reason? There are two 
points-the first point is reconstruction from the war 
(World War I I ) .  The next point is the new innovations in  
technology , which were mainly produced by the war 
effort-not only radar, computers, and polyethylenes, 
but antibiotics . So m uch new technology came into being 
simultaneo us ly . And the world needed new plant con
struction to meet such needs .  That's  the main reason we 
could have the opportunity for high growth all over the 
world . . . .  

Since the 1 9 70s another difficult problem has 
emerged, the OPEC countries which have absorbed mon
ey from the world: in  1 980, i n  one year for example, more 
than $ 1 00 billion .  It  decreased a l ittle last year, but sti l l  i t  
was $70 bill ion .  Of course it caused great damage to the 
Third World . 

In addit ion,  with high growth rates came a new 
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national strategy for the industrial world, that m eans the 
so-cal led welfare state; they could increase the welfare 
every year .  But after the 1 970s the productivity of each 
country had already slowed down so that they should 
contro l welfare expenditure increase. But owing to de
mocracy ,  such need for contin uation of the higher wel
fare, pensions, unemployment money, i ncreased. That's 
the main reason for inflation . 

Another reason for stagflation is the lack of new 
effective demand owing to the shortage of technological 
innovation .  

Sneider : You're saying that the  lack of effective demand 
i s  a conseq uence o f  the drop in  technological innovation? 
Nakajima : Yes, that's right. We need to have three aims.  
The first i s  the effective utilization of the overcapacity of 
the industria l  countries and their  technology; second, 
effective use of  the O PEC monies; and third, the econom
ic elevation of  the Third World.  Of course, with the 
excess capacity of the industrial world there is one way of 
using it,  for armaments . I n  your country large effective 
demand comes from the armaments industry, the so
called mi litary-industrial complex . 

We need something quite different instead . That is  
what we cal l  our  i dea for big peaceful construction work 
for the world . Compared to the expansion of armaments, 
infrastructure expenditure has a much bigger effect . It's 
a very important point .  

Next,  regarding the OPEC countries, I have met with 
several influential persons there and in their mind, within 
20 to 30 years,  most of their  countries wil l  again become 
a desert . So they want to have something more perma
nent, a strategy for deVelopment, i nstead of  only getting 
money and depositing it into the international banks.  
Though their money goes to the Third World sometimes, 
usually it becomes so-called debt recycling. 

We must think with them, because of  course oi l  is  very 
important and valuable for the world.  But it should not 
be used as a fuel-it should be used as a petrochemical 
resource . They are very eager for that approach, so that 
if  some new i n frastructure is organized they want to be 
one mem ber of such an organizatio n .  We call this a new 
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global system . 
Regarding the third aim,  the elevation of the Third 

World, so-called technology transfer is  a very big prob
lem. How to elevate their technology? It 's  not so easy for 
them . Of course so me of the good students go to the 
industrial world and study in their universities or their 
institutes, b ut it doesn't last long. But our projects, the 
big super-projects: each project is about m ore than $ 1 0  
bil l ion i n  cost, and i n  order to complete them it wil l  take 
more than 1 5  to 20 years-during such a construction 
period on-the-job training wil l  be actualized . That i s  one 
of the most important points in my mind. And by that 
means, what we call the related sub-infrastructure-that 
means transportatio n, comm unication ,  health-medical,  
educational problems-wil l  be solved . 

That is the main point in my mind.  Now, why do we 
call it glob al? What is the difference between global and 
international? I think yo u know already,  but Mr.  Brze
zinski once said a good definition for the word "global " :  
h e  said globa lism is  "post-internationalism . "  Interna
tional means that a lways the nation comes first, has 
priority . Globalism is also international  b ut the h ighest 
p riority is  the world, the earth itself. The welfare of 
"spaceship earth" should be the first priority.  Of course 
there are many kinds [of "globalism"] . 

Sneider : You know this concept of "globalism" is used 
by many people in  many different ways.  For example, I 
would say that the anti-growth circles are very fond of  
talking about globa li sm, and they use  it  as something 
anti-national,  in the sense that they want to restrict 
growth and they view the nation-state as an obstacle to 
that idea . I don't  think you are saying that, I think you 
are saying something different .  . . .  
Nakajima : Yes, it is quite different . I want to use it in  a 
paral lel way [i . e . ,  nation and world ] .  For instance, the 
U .N .  itself, i t  has many weak points, such as the veto,  so 
that as to political welfare it is very weak,  some people 
say it is  a cripple. But as to social  and cultural problems, 
they are sti l l  active in the worl d and very influentia l .  

Global  welfare we should divide into three parts: 
political global welfare; social  and cultural welfare; and 
economic welfare. Our point i s  mainly aimed at global 
economic welfare. We want to have quite a different idea 
than the U . N .  because the U .N .  i s  mainly a second 
League of Nations; it is sti l l  closely connected with 
nationalism in the 1 9th-century sense. 

For instance, some problems should be so lved by the 
way of  the U . N .  system but some other problems, espe
cially economic problems, should be solved by way of the 
global system . As you said, the Club of Rome is global 
thinking , that is mainly from the economic point of view,  
on economic resources our idea i s  actually different, 
including soci al and cultural aspects but not political 
problems.  The pol itical global welfare-the United 
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States i s  very eager about that problem but from my 
point of  view, please forgive me, it is  too concerned about 
containment o f  communism.  Communism is gradually 
degrading itself, so we don't have to worry about i t
they are becoming weaker and weaker every decade. Al l  
over the world,  even in Japan,  the power of  communism 
i s  becoming very weak . Not only i n  your country but 
even in Europe such a tendency i s  coming . The so-called 
convergence theory of com m u nism and capital ism, some 
scholars say ,  wil l  occur .  In Japan we are try ing to have 
such a new idea. 

Sneider : That means that you think it  i s  possib le to have 
East-West cooperation for the kind of idea [the G I F] 
that you are talking about? 
Nakajima : Yes. We need something, we need the convic
tion through eyewitness of what is  peace construction . 
With on ly the theory we cannot have the conviction for 
peace, b ut if we can , for instance, have a n ew Panama 
Canal, they will  understand what is peace construction 
i nstead of destroying the world. We need new, effective 
i n frastructure and that means that as eyewitnesses ,  we 
can understand what is peace. 

A few weeks ago this idea came to my mind-for 
instance the Great Wal l  o f  China,  w hat do you thin k o f  
it? I think ,  i n  my m i n d ,  about it in  t w o  ways.  T h e  first 
Chinese emperor, after the age of  five centuries of  civil 
war, finally achieved the unification of China.  They were 
thinking that the whole world and China was the same 
thing . One point is that they had the unemployment 
problem of  the warri ors.  Another point is  that he wanted 
to have a n ew defense-only strategy in order to defend 
the northern part of  China. We need something-for 
instance, anyone who comes to China they are eager to 
see fi rst the Great Wall  of  China,  one of the Seven 
Wonders of the World.  It is  a somewhat different idea 
but the point i s  that mankind needs something that they 
can see, through their eyes, what is peace . 

Of course the economic effect should be big, counting 
by the economic metrical way of thinking , b ut we need 
some expression of what is  peaceful construction.  

Sneider : I n  my experience i n  going to developing coun
tries, some people are always saying that these big proj
ects , l ike the Aswan D am or in India,  the B hakra-Nangal 
Dam, are wastefu l .  I don't think so,  because first of  all ,  
these projects have a maj or economic effect, but also they 
act as a symbol ,  a psychological symbol ,  for the nation 
of the idea of  development. I remem ber I went  to v is i t  the 
Bhakra-Nangal Dam in I ndia,  which was the big project 
of the 1 9 50s,  and I was to ld that 2 ,000 engineers were 
trained on that project.  I t ' s  a good example of what you 
were talking about earlier. M o re important, it became a 
symbol  o f  the idea of development for I ndia.  
Nakajima : Thank you very m uch.  That means you un-
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derstand quite well what I am saying.  Of course there i s  
much debate on our proposal .  

Sneider : Could you summarize q uite briefly the major 
projects, that is,  concretely wh at kind of infrastructure 
projects are you talking about? 
Nakajima : [Refers to list of projects in written proposal]  
I think you have seen this previously, but we had only 
eight before and we have added fou r  new projects be
cause some people, for instance, Europeans, have asked 
me "What is  i n  Europe?" I added the Gilbraltar Straits 
bridge-tunnel, and also South America wanted to be 
taken into account in our thinki ng,  so that we added the 
construction of  hydro-electric plant systems in  South 
America. 

Sneider : A number of these projects h ave to do with 
water contro l .  . . .  
Nakajima : For agricu lture and for transportation and 
for saving energy and also new a lternative energy 
sources, for instance, power plants through oceanic pow
er generation using sea currents.  H ave you heard of 
OTES-Ocean Thermal Energy System-which they are 
now planning in the H awaiian Is lan ds? It 's  very useful ,  
especial ly in the Third World area where there are no 
typhoons at al l ;  you need equatorial  conditions, such as  
exist in the  Third World .  

Sneider : I ' d  l ike  to  discuss the financial  aspect. 
Nakajima : This problem always come up. "It must be 
very difficult," they say. 

Sneider : Well,  I don't think it 's  so difficult.  You men
tioned when you were talking earlier that much of  the 
lending to the developing sector i s  going to the recycling 
of debt. Now, as I understand it ,  your idea is to create a 
large capital fund through contributions from O PEC 
and the advanced countries, and that fund would be 
uti lized to carry out these large-scale capital construction 
projects. And I understand that one o f  the ideas i s  to 
create a pool of  money that is separate from the i nterna
tional lending structure and particularly from the I M F  
and the World Bank . . . .  
Nakajima : That's right .  

Sneider : The criticism has been made,  i ncluding by my 
publication,  that the policies o f  the I M F  / World Bank 
have not in  fact contributed to development, t hat the 
IMF is  largely concerned with debt collection,  not with 
development,  and the World Bank is functioning in the 
same way . Is part of your idea based upon an un derstand
ing of the fai lures of  the I M F  / Wo rld Bank system? 
Nakajima : Our idea is,  first of a l l ,  quite different from 
the existing monetary system , that  is ,  that  aid is money
oriented but ours is project-oriented . Through money 
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aid, some people have said, only 40 percent of the money 
is used for the final  aim . By proj ect aid we can control 
how the money i s  used for the project itself. It's easier to 
control and supervise. That's quite a different approach . 

O f  course the I M F  and the World Bank are also 
useful . The World Bank m ade a big contribution to the 
recovery of Japan [after the war] , for example in  big 
projects l ike the Japan express railway and i rrigation 
system-nearly $ 1  bi l l ion was given by the World Bank, 
30 years ago .  But our idea i s  inainly a imed at the project 
itse lf. 

We should h ave some new organzation,  a central 
world institution instead of the I M F  . . . .  Another point 
is that only 3 percent of total world arms expenditure, 
now about $500 bil l ion a year, would be used for this 
purpose [the G I F ] .  For me it's a kind of pump-priming 
for world economic recovery. 

Sneider : What is the total capital fund that you are 
looking for? 
Nakajima : About $25 bi l l ion a year, for 20 years-that 
means in  two decades, $ 500 bi l l ion .  In my mind,  first the 
U nited States, W est Germany, and Japan contribute $5 
bi l l ion ,  OPEC countries also $5 bi l l ion,  and other ad
vanced countries, $3 bi l l io n .  And when we a re using the 
money, two systems,  grants and loans, will be taken into 
account .  For instance, such a proj ect as a canal  [e.g . ,  a 
second Panama canal]  is quite a profitable proposition ,  
it  c a n  pay t h e  i nterest -on t h e  investment. 

For some difficult problems such as desert problems, 
l ike the sub-Saharan a rea, mainly the grant system 
should be used . Anyhow we use $ 1 3  b i l lion and $ 1 0  
bi l l ion added by loans through some existing banks,  
international  o r  private banks also.  

This money on an annual  basis ,  plus the multiplier 
effect, wil l  solve the world recession problem, because 
effective demand will be created. 

Sneider :  M a ny developing countries have criticized the 
conditionalities policy of the I M F, because in fact the 
function of the I M F  is  not to encourage growth but to 
force countries to carry out austerity.  A similar phenom
enon is being created as a result o f  the high interest-rate 
policy of the U . S .  Federal Reserve under M r .  Volcker. 
That h as also been criticized by people in  Japan and 
Germany because of course it i s  affecting the i nternation
al lending rates as well as the value of  the dollar and 
world trade. The common policy o f  the I M F, World 
Bank, and the Federa l Reserve, as far as we can see, is  to 
force, through au.sterity and conditionalities policies, a 
low-growth , negative-growth regime on the world. 
Nakajima : It  comes because those people are main ly 
ban kers . Especial ly Mr .  Clausen also . . . .  Do you k now 
we had a special symposium on the problem by the 
y omiuri Shimbun? 

EIR February 23 ,  1 982 



Sneider : Yes, I understood that you had a little "ex
change" with Mr .  Clausen . 
Nakajima : Yes, of course. I feared a big refutation from 
h im,  but  he gave us a very warm and k ind  appreciation 
of our idea . But anyhow he sticks ,  in  the World Bank, to 
a very "sound banking system" in his mind.  

Sneider : So this  is the poblem of  the banker versus the 
orientation towards production? 
Nakajima : Yes, that's right.  But for 30 years I was a 
banker. 

Sneider : I think J apanese bankers are a little bit different 
from some other bankers, because the banking system 
here was set up i n  a way that was integrated with the 
necessities of  expanding industrial production .  
Nakajima : [laughs] That's right. That means my idea 
comes from the experience in Japan.  

Sneider : I would like to ask you in general-this is  a very 
ambitious idea and people in po litics, and banking,  and 
these circles are used to being so-called "practical men . "  
Their natural response t o  such an idea would be that it 's  
"not practical ."  During the last  four or  five years that 
you have been talking about this idea, what kind of 
response have you gotten from around the world? 
Nakajima : That's why this " Progress Report" has been 
published. When I announced this idea in Japan, one of 
the very noted economists , a professor of Tokyo U niver
sity, asked me to explain our idea to a small  gro up of 
highly rated scholars.  I was invited to his house, and 
when I spoke to them, they understood what I meant.  
" But Mr.  Nakajima," he told me, "in J apan your idea i s  
not  easi ly understood by Japanese.  Because first of  al l  the 
Japanese are very internal-minded people, so that it wi l l  
be very difficult for them to understand a global way of 
thinking. So,  Mr .  Nakaj ima,"  he said , "you must an
nounce it for the world and we must import such an idea 
from the world ." 

Sneider : You mean i f  it comes from the outside i t  wil l  be 
more accepted? 
Nakajima : Yes. For instance, Dr.  Esaki ,  the Nobel Prize 
winner, when he first anno unced his n ew idea for the 
diode in Japan , there was no reaction , but when he made 
a speech at an international con ference in  Europe some
where, it got a big reputation in international circles . 
Since that time, the problem comes again in Japan;  M r .  
Ebusaka, the chairman of Sony Corporation, told me it' s 
the same situation,  so first of all I m ust make a n  an
no uncement for the world, a speech for people at l arge . I 
went to the convention of the M oral Rearmament Move
ment (M RA) in Switzerland, where there m any kinds of  
people, from developing and developed countries al l  over 
the world. It  was an opportun ity-I talked and I didn't 
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expect m uch, but after I m ade a speech there was  a big 
reaction . . . .  For instance, M r .  McKenzie, the former 
British representative to the U nited Nations, and who is 
one o f the very important people of the M RA movement. 
W henever I meet him since, n ow and then , he says, " How 
is the progress of your idea?" Recently he told it  to Mr .  
Asquith, the  former Premier o f  Britain-he was  really 
p leased with o ur idea. He said it should be taken into the 
Brandt Commission . 

When I published that small  pamphlet [on the G I F] ,  
Dr.  [David]  Abshire [director o f  G eorgetown U niversi
ty' s  Center for Strategic and I n ternational Studies] came 
to our o ffice and he talked for more than three or four 
hours.  It  seems he appreciated my idea, and after several 
months he asked me to come to Georgetown University 
and make a speech at CSIS .  About 50  people attended; 
one o f  the two points made was, " Y o ur idea will  be very 
favorable for West Germany and Japan, "  first [ laughs] ,  
and the second controversy was that disarmament and 
development should be quite different ideas, not taken 
into one sphere. This point was m ade by people from the 
U nited N ations section of  yo ur State Department .  Three 
people came from the State Department; they had a 
q uarrel [amongst themselves] ,  and I was only listening to 
their discussion .  

For i nstance, M r .  Norman McCrea, one of the  very 
famous editors of the London Economist, wrote about 
our idea i n  his magazine.  But in  the last part of  it he said 
it wil l  be very helpfu l  on ly to special enterprises, because, 
as  you know, M itsubishi i s  a very big company, so it  
would be very good for the Mits ubishi group . So I wrote 
to him that I have never discussed this i dea within the 
M itsubishi group. Of course some of them are my very 
good supporters, but I have never discussed this as  a 
Mitsubishi problem . This should not be taken as only the 
thinktank 's  idea-it's quite different, there i s  n o  special 
relationship with the Mitsubishi group . One week later 
he wrote an answer to me that it is  real ly a "mutual 
misunderstanding. " 

Also,  I was invited to the Special Committee for 
Foreign Assistance Problems in the B undestag [lower 
house of  the West German parliament] ,  and I made a 
speech there. M ost o f  the people who attended told me 
that our idea i s  a very concrete i dea o f  what should be 
done, not j ust theoretically, but concretely . And I was 
invited last spring to Oslo . They had a special  meeting of 
Northern Europeans o n  massive technology transfer. 
They made a proposal to the U . N .  Sweden, for i nstance, 
gives O DA [overseas development aid] equal to one 
percent of its G N P-the U nited States' and Japan's 
ODA i s  on ly 0.3 percent-so they are very eager to solve 
the problem of massive technology transfer [to the devel
oping countries] .  M any people came from the Brandt 
Commission,  U N I DO [U nited N ations I ndustrial De
velopment Organization] ,  and even [Chancellor Bruno] 
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Kreisky's people from Austria .  B ut our idea was taken as 
the most concrete. 

Sneider : I have a certain understanding of the Brandt 
Commission and that circle of people which perhaps is 
different from yours.  There is an idea which h as been 
current from a number of places like Sussex U niversity; 
the Brandt Commission has p ushed this idea; the World 
Bank has pushed this idea-the so-called idea of appro
priate technology . M any people in the Third W orld
and I agree with this view-think that appropriate tech
nology is a fraud,  that appropriate technology means no 
real transfer of technology to the Third World.  They are 
telling the Third World that "you don't  need steel indus
tries , you don't need high technology , you j ust need a 
rubber wheel on your bul lock cart, that's appropriate for 
you . "  

This idea i s  part of  a broader conceptio n w hich the 
Club of Rome and other institutions have been pushing, 
which says that there are l imits to growth; that the Third 
World cannot grow to the level o f  the advanced sector; 
that the world is  like a permanent pie and we can only 
decide how to divide it up in different ways,  but it' s 
impossible to keep it growing; that resources are l imited; 
that there are too many people, and so on .  

This idea we believe to be antithetical to the  basic 
conception of man's abi lity to constantly innovate new 
technologies which can transform the conditions of l ife, 
creating new resources.  I ' m  wondering , do you agree 
with this appropriate-technology idea of the Club of  
Rome, or do  you have a different conception? 
Nakajima : I should l ike to explain . Japan , only one 
century ago , was j ust the same as the Third World now . 
Only one century-it's not a long time, only a short 
period.  Within one century's  experience-of course we 
were helped by the ind ustrial countries, especially tech
nology imports from a lot of countries , fro m  Europe, 
and from the United States, especial ly after World War 
II .  From our experience, from the Japanese experience, 
we want to ask the Third World to agree with this way of 
thinking . 

Sneider : I think J apan is a model for the development of 
Third World countries ,  not j ust that  it is possible to make 
such a transformation,  but the way that  it was done in 
Japan . That is ,  at the beginning o f  the Meij i  period Japan 
had a policy of bringing in the most advanced technology 
that they could find and training and educating the 
population to handle new technology . They had a policy, 
based on the American System of  Alexander H amilton, 
Mathew and Henry Carey, an d Friedrich List, of  pro
tecting and developing industry ,  and a credit system for 
this purpose. 

This idea of Japan as a m odel-is it the foundation of 
your thinking for the G I F? 
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Nakajima : Now M r .  Doko [former chairman of Kei
danren , the business federation] is a big supporter of our 
idea. I think you know from the Yomiuri newspaper on 
Jan . 1 ,  that Mr. Doko has started the GI F study group,  
with many people such as  M r. Okita [former Foreign 
M inister] and m any people you know-like M r .  Sasaki ,  
former President of the Bank of J apan.  M any people 
unanimous ly wanted to elevate this idea , b ut slowly, not 
in  a hurry because we need the consensus of the world at 
large. 

Sneider : I understand that this now also has the support 
o f  the Prime M i nister? 
Nakajima : N ow some people are asking the Prime Min
ister, b ut he has been very reserved . Mr.  Fukuda, former 
Premier, was very eager,  and he is still a very big sup
porter of our idea . He spoke to M r .  Carter ,  and Carter 
showed a big interest in it ,  and Mr. Carter asked M r .  
Fukuda, " Is  there really such a Japanese [promoting this 
policy]?" 

It needs some period o f  time for the world to under
stand,  because when the World Bankj l M F  system was 
made it was the result of World War I I .  But we don't 
have such an instantaneous big shock . 

Sneider :  We may get such a shock very soon, but I 'm 
not  sure the  world wi l l  be  left afterwards . 
Nakajima : Recently the Japanese are showing interest in 
our way of thinking . 

Sneider : This study group on the G I F  by M r .  Doko, is  
this  an unofficial body? 
Nakaj ima : Unofficial .  

Sneider : I had understood that the Japanese government 
had given some s upport to it .  
Nakajima : Well , as you know, the Japanese government 
i s  now concerned with the so-called administrative re
form problem and very eager to cut expenditures . In 
Japan we cannot cut defense spending because we are 
only spending one percent of GNP [for defense] . But we 
have to i ncrease our spending on foreign assistance, and 
I hope that Prime M i nister Suzuki will understand .  For 
instance, I met twice with Mr. M iyazawa, the Chief 
Cabinet Secretary, and he arranged a special meeting for 
me. I spoke to his  group, about 1 0  persons .  M r .  Abe 
Shintaro [current chief o f  the Mi nistry for International 
Trade and Industry ( M ITI) ] ,  showed interest in it .  I think 
that one reason must be that Mr. Fukuda is a supporter 
of our idea; anyhow, final ly he said that "it's a very good 
idea . "  But several months ago , he told me that "we need 
the help of Keidanren" [the national business federa
tion] .  

Over N ew Year's I was i n  the same hotel with Mr .  
Saito, the  C hairman of Nippon Steel ,  and he  said to  me 
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that he wanted to make a speech i n  Dresden [East 
Germany] because he was scheduled to be m ade an 
honorary doctor of Dresden U niversity-on that occa
sion he said, "I would like to make a speech on the G I F . "  
So of  course I answered , "Yes, b u t  don't o m i t  M r .  
Doko's name because Mr.  D o k o  is  a very important and 
influential person . "  Recently a certain influential Arab 
person said that i f  Mr .  Doko asked him to come to 
Japan , he will  be wi ll ing to come. I n  such a way M r .  
Doko is very influential ,  as y o u  know. 

It is a very difficult problem in  Japan developing this 
idea, because in J apan the governmental system has the 
problem of sectionalism . For instance, once a very influ
ential member o f the H o use of Counci lors [of the parlia
ment] , who later died, was very interested and wanted the 
OECD to promote it. But I said, " Don't be in such a 
hurry ,  we m ust study much more ."  In Japan, i n  order to 
propel such an idea, we need first of all M ITI ,  the 
Foreign Ministry , and the Finance Ministry. 

Sneider : The problem that you are describing, which is  
not necessarily unique to Japan, i s  a problem of political 
leadership . As I understand what you are saying, there is 
a problem of  actually getting political leadership which 
is willing to advance ideas like this idea. 
Nakajima : Japanese political leaders may n ot have the 
courage or self-confidence to promote a grand idea l ike 
this  at the moment, since they have no such experience in 
the world .  In  Japan, diplomatic policy has been only 
"after you" policy . 

Sneider :  "After" the United States? 
Nakajima: Not o n ly the U . S .-everything "after you," 
for instance "after the U . N . "  

Sneider : I've noticed that in  my conversations here, and 
I find it somewhat ironic .  This i s  the only country in the 
world that I found an understanding of economics that I 
consider to be an understanding o f  what it really takes to 
make an economy work . This is a great strength of  this 
country-there is also an understanding here, in business 
and government circles, of  why it  i s  necessary to develop 
the Third World, which you do not find in other coun
tries , particularly my own . 

I 've been tel l ing people here that Japan is uniquely 
situated to play a leadership role on the North-South 
issue and your idea represents such a leadership role.  
H owever, when I raise this question and I ask,  "Do you 
have a policy to do this? How do you plan to respond to 
the crisis i n  the world?" then I find that I get a blank 
face . 
Nakajima : It's the same case with me.  But  Japan has a 
big responsibi lity for the problems o f  the world because 
Japan has now become the number-three country in the 
world from the economic point of  view. We should not 
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be thinking in the "after you" system,  but we should 
have our own,  autonomous theory, autonomous think
ing. 

Sneider : People here have lived i n  this "after you" world 
since the war . Now there i s  thinking over the last 10 years 
as we have entered into a global economic crisis that 
Japan can no l onger assume that the world will stay in a 
certain way .  People are now being forced by necessity to 
change their way of thinking, b ut perhaps not fast 
enough to keep pace with the crisis that is developing . 
How d o  you increase the pace of thinking i n  order to 
meet the demands of the world situation? 
Nakajima : The m ost effective way is for you to put it  
i nto your m agazine story . I need the help of  people i n  the 
world because it i s  too big for Japan to do it . But anyhow 
we have to do i t  as the number-three economy in the 
world , so  that the problems of trade friction could be 
helped, even for J apan alone, b ut of course for the Third 
Worl d .  

Why should w e  help the Third World? Of course the 
problems of the Third World are their own countries' 
problems, but a lso we need the big m arkets. In the 1 7th 
and 1 8th centuries, the discovery of  North and South 
America became a big impetus for the fi rst industrial 
revolution .  If there is an  increase of only $ 1 ,000 in the 
per capita GNP of the population of the Third World it 
will mean [the equivalent of] almost two U nited States . 
It wil l  be a great help for the world . 

And after some 20 or 30 years, some new technology 
will be discovered.  

Sneider : Like fusion technology? 
Nakajima : Yes . 

Sneider: You mentioned that you've got some response 
from some Arab leaders. Have you also discussed this 
with other developing country leaders? 
Nakajima : Yes, for instance, the Oil  Minister of K uwait, 
who i s  next to Mr. Yamani [Saudi Oil  Minister] in 
influence, showed great i nterest and I had a special  talk 
with him .  Before I visited the first time he had already 
studied o ur idea and when I met him he asked me first, 
" Pl ease tel l  me about the G I F  idea. "  I believe he is  a 
s upporter . 

Mr .  Senghor [of Senegal]  understands this idea and 
I talked to him about i t .  H e  l istened to me and he is  one 
of the leading people i n  Africa. Mrs .  Gandhi [of India]  
also showed interest . 

Sneider : Did you meet with Mrs .  Gandhi? 
Nakajima : No, but some people d iscussed it with her 
and I think she knows this idea. Also M r .  M ig uel Wi on
czek,  a professor at the National U niversity of  Mexico
he's one of the leaders of the Pacific Rim project . 
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Documentation 

The text of Nakajima's plan 
for global economic recovery 

Below is the full text of the 1 977 Global Infrastructure 

Fund proposal issued by the Chairman of the Mitsubishi 
Research Institute, Masaki Nakajima. 

1 )  Summary 
Under the prolonged worldwide recession in the 

post-oil crisis years, every country around the world is 
today groping for ways to get out of  it. 

What i s  being proposed herein as the "Global 
I nfrastructure Fund" is  a concept that Japan should 
consider as one o f  its international responsibil ities in  
these crucial  circumstances, and i t  is being presented by 
a private research organization having a neutral posi
tion . 

The proposition i s  to generate effective demand 
within this century amounting to more than $500 bil
l ion , a sum equivalent in  current prices to the U . S .  costs 
of World War I I ,  under the assumption that all leading 
advanced industrial ized countries and oil producing 
nations cooperate to do so. The proposition may be 
aptly termed a "Global New Deal ,"  since it has the 
nature of public i nvestments for common use by the 
world which go beyond a given national economy.  It 
aims at developing new sources of  energy and increasing 
food production for the world , thereby trying to estab
lish long-range programs to overcome the current 
worldwide stagflation .  

I t  is  expected that the  implementation of the  various 
"super projects" proposed herein would lead to the 
development of peaceful dem an d in the manufacturing 
industry as well as of technological incentives in ad
vanced countries in  lieu of arms production .  Also 
expected would be the m ultiplier effects upon the na
tional income and employment of  m any developing 
countries which would be recipients of  these proposed 
projects . 

It is to be recognized that the lapse of 30 years since 
the end of  World War I I  has seen the resurgence of 
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narrow-minded natio nalism in various parts of the 
world ,  which in turn has fomented political and eco
nomic uncertainties . Now is the time for mankind to 
positively assert a bold and long-range vision .  And that 
vision should be the one based upon a worldwide 
perspective which transcends narrow or short-term na
tional interests .  As  Solomon said, where there is  no 
vision mankind perishes .  

The 20th century has undergone bitter experiences 
in  two world wars, yet has endea vored to re-establish a 
prosperous society out of the ruins of each war. The 
Global I n frastructure Fund,  as proposed herein ,  wil l  
address itself  toward the coming 2 1 st cen tury as a 
challenge to mankind for worldwide prosperity in rising 
out of the deep recession . 

2)  Background : international 
economic situation 

The world eco nomy today faces its gravest CrISIS 
s ince World War I I .  A lthough ways to escape from it or 
to bring about a change in di rection have been sought 
for the l ast  several years, confusion contin ues to in
crease. Eagerly awaited is the framework of a new 
economic theory, coupled with a bold vision and prop
ositions for economic policies based upon it that may 
dispel the econ omic stagnation that is otherwise expect
ed to prevail for a long time to come. However , up to 
now no such new propositions have been made. 

As  i s  generally known, Keynesian economic theory, 
' born out of  the world crisis in the 1 930s, has provided 
theoretical support for eco nomic policies and, in partic
u lar, the anti-cyclical policies adopted by the major 
advanced industrialized nations since World War II .  As 
we look back today at Keynes' contributions to eco
nomic policy, we find that first and foremost among 
them was his incisive criticism and refutation of the 
fiscal and monetary policies based on the classic gold
standard system and their fai lures. It  was the managed 
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currency theory advocated by Keynes that brought 
about the Bretton Woo ds system after World War I I  
and the subseq uent gold-dollar linked system in the 
field of  international monetary policy .  It also led to 
various effecive measures in domestic monetary pol icies. 

Second was the policy of the stimulation of effective 
demand. The counter-cyclical policies adopted by the 
major advanced industrialized nations since the latter 
half of the 1 950s rested, in part, on policies for the 
maintenance of growth through an effective stimulation 
of demand in the Keynesian fashion , or the New 
Economics fashion which developed from it .  

The Keynesian policy for stimulating effective de
mand operated with good results for 30 years after the 
war. Recently, however, its vario us inherent problems 
have become subject to discussion .  

The first of these is  that  a policy for the  stimulation 
of effective demand contains, by its very nature ,  an 
in flationary trend .  Keynes was famous for his criticism 
of conservative economists who showed great zeal for 
hoarding gold but paid l ittle heed to unemployment. 
Keynesian economic policies, however, gave rise to 
inescapable inflationary pressures on the economy. 

The second problem was that such a policy led to 
increased restraints on the supply of resources by in
creasing cons umption, both in terms of quality an d of 
quantity, in all countries. The inflationary trend that 
was encouraged by growth policies was called a mere 
creeping inflation so long as these restraints on the 
supply of resources did not arise. But, a genuine infla
tion became evident when human and other resources 
necessary for growth became restricted (for instance, in 
West Germany and J apan),  where natural and environ
mental resources were util ized to the utmost and ful l  
employment prevai led . The worldwide s imultaneous 
rise in  prices, which arose from the large increase in oil 
prices toward the end of  1 973 ,  may be described as a 
coro l lary of the Keynesian New Economics of the 
1 960s . 

The third problem is that the relat ive importance of  
fiscal expenditure in the economic structure of major 
advanced industrial nations is no longer dominant .  As 
we look at the ratio of government fixed capital forma
tion to gross national  expenditures (G N E), we find that, 
except for its 8 to 9 percent range in J apan and the 
United Kingdom,  it is about 3 percent in the U nited 
States , West Germany, France, and Italy,  according to 
1 974 figures . As a consequence, while the formation of 
governmental fixed capital ,  mainly through the im
provement of the infrastructure by means of public 
works, may in itself have the effect of  arousing total 
consumption,  i t  is  insufficient to serve by itself as the 
pivot for pol icies to overcome a recession .  

The world panic of the  1 930s was  not overcome 
solely by the Keynesian policy of stimulati ng effective 
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demand nor by President Roosevelt 's  New Deal poli
cies . I t  i s  a stark historical fact that, unfortunately, 
rearmament and vast m ilitary expenditures caused by 
war itself provided the effective means to overcome this 
cris is .  For i nstance, mi l itary expenditures of  the United 
States a lone in World War II amounted to $288 bil l ion 
in terms of  the dollar's  value at that t ime.  Converted to 
1 975 prices, this sum represents $530 bil l ion (about 
Y 1 59 tri l l ion) . These war expenditures represent the net 
increase in outlays during the conflict and do not 
include peacetime defense costs. 

In today's  world, however, the development of nu
clear weapons and their deterrent effect rule out a large
scale war that would involve major  industrial nations .  
The political and economic consequences of the  Viet
nam War clearly demonstrate that while a localized war 
can create temporary economic stimulation,  it does not 
have long-range effects . 

To overcome the present worldwide recession ,  there 
is no other way but to stim ulate private business activity 
in the major industrialized n ations.  Enterprises wil l  not 
invest unless they can expect profits, while the incentive 
for new investments has already been reduced by the 
stagnation in technological innovation .  This situation is 
expected to prevail for a long time to come and it seems 
too ear ly to predict what shape future technological 
innovation will  take.  Consequently,  we believe that in 
order to allow the existing world economic system to 
follow a peaceful  and steady course without excessive 
depen dence on mi litary expenditures, a type of public 
investment on a global scale would be strategically 
effective. 

As we have stated before, however, all  the conven
tional types of  public investment h ave their l imits in 
terms of needs and capabi lity when looked at solely in 
the l ight of each national  economy . For instance, 
among the advanced industrialized nations, West Ger
many does not require m uch public investment .  On the 
other hand,  whi le there i s  great need for this among the 
developing nations, say, in Africa and So utheast Asia,  
they lack the means to carry such investments through . 
Therefore, it will  be necessary to implement New Deal 
policies on a global scale in  order to first stim ulate 
private business activity in the advanced in dustrialized 
nations and then extend its effect to the econ omies of 
the developing nations .  

For the reasons stated above, the planning and 
implementation of multinational public investment on a 
worldwide scale should be most effective as a long
range global economic policy . I t  could be termed a 
"Global New Deal . "  What we mean by m ultinational 
public investment is  that which involves several co un
tries both in the execution of proj ects and in the scope 
of the benefiting areas, and wherein the period of 
implementation and the size of investment exceed the 
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scope of public investments m ade by a single country .  
Moreover, since the object of  such investment would b e  
di rected a t  removing restraints on resources, i t  would 
also serve to eliminate latent factors causing inflation .  
Included, fo r instance, would be the development of  
un tapped energy resources, the  development o f  oceanic 
reso urces, and the improvement of  the environment.  

As examples of such projects, there are m any expan
sive concepts that, since the last century, have been 
described as " Engineers' Dreams." Some of these 
"ideas" that could serve as objects for this proposition 
are li sted in the adjoin ing map.  

3)  Funds 
In order to realize these projects a $ 1 3  bi l l ion fund,  

tentatively named the Global  I n frastructure Fund, wil l  
b e  established with, for instance, annual contributions of 
$5 bil l ion col lectively from the U nited States, West 
Germany, and Japan,  $5  bil l ion from the OPEC coun
tries, and $3 bil l ion from other industrial ly developed 
nations .  Such a fund wi ll serve to finance projects with 
a multiplier effect on a $25 bil l ion scale annually until  
the end of thi s century. Total  expenditures on these 
p rojects should reach a level of  about $500 bil l io n .  Such 
an amount would not be very large for expenditures on 
public works of worldwide dimensions, b ut its purpose 
is  to carry out a pump-priming role that would arouse 
effective demand comparable to the mil itary expendi
tures during World War I I .  

The $5  bi llion annual contribution b y  the major  
advanced industrialized nations would mean a 30 per
cent increase in official development assistance (ODA) 
provided by the 17 member nations of  the Development 
Assistance Committee ( DAC) of  the OECD, which 
amounted to $ 1 6 . 6  billion in 1 97 5 .  This corresponds to 
a little over 3 percent of the amount of mi litary expend
itures of  these 17 nations during the same year, which 
tota lled $ 1 57 bi ll ion.  I t  would mean that these nations 
would have to pare about 3 percent from their mi litary 
expenditures and devote that sum to development as
sistance. 

The OPEC nations funneled $5 ,590 mil l ion into the 
OPEC fund in 1 97 5  for development assistance. This 
amount is close to the $6,880 mil lion that the World 
Bank committed to spend for assistance d uring the 
same year. M oreover, the mi litary expenditures of M id
dle East nations during that year were estim ated to be 
about $28 bil l ion . Their proposed ann ual $5  bi l l ion 
contribution therefore should not constitute an exces
sive burden . 

4) Effects 
In the planning and execution of these projects, i t  

wi l l  be necessary to g ive  substantial autonomy and 
authority to the areas where the projects take place, 
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while at the same time maintaining the principle of 
international harmony. This should contrib ute to a 
further promotion o f  the N orth-South dialogue. Upon 
their completion ,  the proj ects will  have major  direct 
effects on the non-oi l-producing LDCs through the 
development of energy resources to replace oi l ,  besides 
increasing agricultural production and promoting the 
comprehensive development of such areas. 

We are today faced with the urgent task of  evolving 
means to absorb the prevailing excessive international 
l iquidity .  The accumulated oi l  dollars are not necessarily 
being effectively used at present, but should be used for 
the long-range preservation of oi l  as a valuable indus
trial resource . Should we fail  in  this effort, it is possible 
that it m ay lead to another shock similar to the well
known "Oil Crisis" of 1 97 3 .  In such an event, the 
nations of the world will not be able to put up much 
political or economic resistance. This proposal could 
serve to check such an unwanted development. 

By advocating this concept, Japan, which does not 
possess n uclear armaments, can curb foreign criticism 
that its mil itary expenditures and foreign aid are com
paratively smal l .  We believe that such an advocacy will 
serve to fulfil l  the i nternational responsibil ities of the 
Japanese people who have today bui lt up a highly 
industrialized society after rising from the ashes of 
World War I I .  

5) Methods for realization 
The reason why we advocate a fund separate from 

those established by existing international organiza
tions,  such as  the U n ited N ations and the World Bank,  
i s  because we believe that  such organizations have 
become the scene of international conflicts of interest, 
in  particular between the North and the South, and are 
showing a strong tendency o f  compromise. They would 
not be effective in promoting this concept . 

O n  the other h and,  this concept must not be regard
ed as a monetary measure aimed at alleviating the 
accumulated foreign i ndebtedness of  developing na
tions,  a problem which calls for a solution today . On 
the contrary , as we have stated above,  it has an entirely 
di fferent obj ective and mission .  We therefore believe 
that in order to achieve this objective in the most 
effective manner ,  an appropriate international organi
zation i s  necessary. By this we do not mean that existing 
international organizations,  led by the United Nations, 
are inefficient, b ut we believe that they are inappropriate 
in achieving our o bj ective. 

We believe that this brief Proposition has helped 
you to understand the intentions of this concept . Addi
tional study and research into concrete proposals and 
methods for their realization will be necessary . 

Your comments and opinions will  be most appreci
ated . 

EIR February 2 3 ,  1 982 



The Mitsubishi Research Institute has drawn up a list of 1 2  
projects, out o f  I \ 0  regarded a s  possibil ities for the GIF  
plan, which exemplify the massive infrastructural approach 
of the GIF .  This list is presented as tentative and to be 
evaluated by experts across the world, and is not a final 
recommendations l ist .  

Below is the l ist .  The number shows where the project is 
located on the world map above: 

la, Ib, lc) Greening of deserts : Greening of the deserts in 
the Sahara, the Sinai, and the Arabian peninsula. 

2)  Second Panama Canal : Construction of a large canal 
linking the Atlantic and Pacific Oceans in Central America, 
(e .g . ,  N icaragua or Panama,) or Mexico . 

3) Kra Isthmus Canal : A 1 70-kilometer-Iong canal l ink
ing Phang-nga Bay on the west coast to the Gulf o f  Siam on 
the east coast . This would shorten by 2 ,400 km the sail ing 
distance to and from the I ndian Ocean . 

4) Himalayan hydroelectric project : Damming of the 
Sanpo River on the upper reaches of the Bramaputra in the 
frontier area between China and the Indian province of 
Assam , to make it flow into India through a tunnel across 
the H imalayas. Potential generating capacity 50 mil l ion kw, 
37 mil lion kw in average . Annual generating capaci ty 240 
billion to 330 bill ion kwh. 

5) Control of sea current in the Bering Straits : Construc
tion of a dam across the Bering Straits at their narrowest 
point (85 km wide, 45 m deep) and control the sea currents 
flowing from the Artic Ocean .  This would alter atmospheric 
conditions in the North Pacific and make the climate more 
temperate . 

6) African central lake : Control of the flow of the Congo 
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River by bui lding a dam to create a vast lake in  the  Congo 
and Chad regions of  central Africa to improve natural 
conditions in  the area . 

7) Hydraulic power plant in South America : Construction 
of 9 dams and 7 artificial lakes across the Amazon and the 
Orinoco and the Paraguay . The related countries are Brazil ,  
Venezuela, Colombia, Peru,  Bolivia, Paraguay, and Argen
tina. 

8) Qattara Depression project : Construction of the canal 
between El  Dabba and EI Sira. Construction of port at EI 
Sira. By the flow of water through the canal, electric power 
is generated. 

9) Gibraltar Strait bridge/tunnel : Construction of a 
bridge/tunnel between Morocco and Spain .  European and 
African continents are connected through the surface trans
portation . The primary commodity is to be carried easily 
from Africa to Europe . The products of  the both continents 
are exchanged quite easily through the bridge. 

10) Collection station for solar heat : Erection of a large
scale installation for the collection of solar energy in a 
remote part of the world . Total investment in land, pipelines, 
and accessory equipment would reach $20 to $50 tri l lion . Its 
total annual energy output would be equivalent to 200 
bil l ion barrels of oi l . 

1 1 )  Electric power generation using sea currents : There 
are 1 2  promising areas along undeveloped ocean shores 
extending from the equator to the temperate zones . Maxi
mum generating potential of one area, 35  million kw. Total 
for 12 areas, about 200 million kw.  

12)  New Silk Road : Construction of super highway, 
modern version of  ancient "silk road" across the Eurasia 
continent from the central part of Europe to China. 
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The Global Infrastructure Fund: 
evaluating methods and projects 
by Ramtanu Maitra, P.E. 

EIR has asked Ramtanu Maitra, a structural engineer 
working in the nuclear industry, to make a preliminary 
evaluation of the Global Industrial Fund ( GIF) concept 
initiated in Japan and some of the projects it specifies. 
Maitra was part of the group of scientists and engineers 
who formulated the Fusion Energy Foundation 's long
range industrial development programs for India and M ex
ico, programs which have been widely considered among 
both government and private institutions in those nations. 
Maitra has been asked to evaluate GIF projects and pro
pose methods of implementation. 

The evaluation of the Bering Straits project was con
tributed by F usion magazine editor Steven Bardwell. 

The 1 2  projects li sted in the G I F  plan are only a tentative 
listing, exemplary of  more than 1 00 projects which M r .  
Nakajima a n d  h i s  associates regard a s  worthy of  consid
eration .  The M itsubishi Research Institute text does not 
discuss any proj ect in great detail ,  but develops an overall 
concept , and then lists projects s uggested by other 
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sources . As  M r. Nakaj ima told a conference in  Norway 
recently, "Our preliminary effort also convinces us of the 
need of  having all  of these ideas fully evaluated by a 
group o f  experts . "  

Contrary t o  t h e  "incrementalism" shaping discussion 
of world economic development, the overal l  concept of  
the  Global Infrastructure Fund p lan  is to  use  large-scale 
projects to " f\ldiate" development into those areas of the 
globe which , though admittedly rich in resources, have 
frequently been regarded as hopeless-the so-called 
Third World.  The G I F  concept attacks the most basic 
barrier to development-the population's  bondage to 
subsistence farming-by proposing to create capital-in
tensive agriculture to both feed populations and free 
labor for industrial employment . 

The projects themselves would thus tend to draw 
backward populations into a modern industrial environ
ment. Vast i n  scope and capital-intensive in design, the 

The Kainji Dam, built on the Niger River in northern Nigeria. 
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projects are also designed to provide on-the-job training, 
in order to develop necessary ski l led personnel .  Such 
effects would be m agnified by the "sub-infrastructures" 
the projects require: transportation ,  communications,  
housing, hospitals, educational  faci lities, etc . 

As Mr .  Nakaj ima pointed o ut in a recent speech , " I n  
this way, the G I F  would m a k e  it highly effective to 
transfer technologies from the developed countries to the 
developing countries, especially 'standard' technologies 
that are so abundant ."  

The concept of changing the climate of  entire regions 
through the water-resource management schemes inte
gral to some projects-control of the Bering Strait, fil l ing 
in the Qattara Depression, creation of an African Central 
Lake, and so forth-would enable the world to augment 
food-grain production m assively, permitting a much 
larger world population than presently envisaged, even 

!it advanced-nation living standards .  
I n  sum,  the  overall concept, as wel l as most  of the 

projects, are well thought-out; the principal considera
tion remains not whether, but how to put them into 
practice. There is,  however, one glaring exception,  the 
energy component. 

The energy question 
The G I F  plan proposes , in part, a "collection station 

for solar heat ,"  involving "a large-scale installation for 
the collection of solar energy in a remote part of the 
world ,"  with investment in  "land,  pipelines, and acces
sory equipment" reaching $20 to $50 trillio n .  It also 
proposes several large hydro-electric proj ects, from the 
Himalayas to South America, and also, "electric power 
generation using sea currents," citing " 1 2  promising 
areas along undeveloped ocean shores extending from 
the equator to the temperate zones . "  

Aside from the worthwhile hydro-electric proj ects, 
the energy program of  G I F  is thus glaringly inade
quate-but so fundamental is the energy problem , that 
this could doom the overall p lan .  Its proposals for solar 
collectors were suggested by the Club o f  Rome, an 
organization not m arked by any commitment to Third 
World progress .  The proposal for electric-power gener
ation using sea currents is equally misguided . 

N.owhere does the G I F  plan mention application o f  
existing nuclear-fission potentials or  development o f  
thermonuclear fusion potentials ,  although Japan itse lf  
is spending significant amounts (more than the  U nited 
States) on fusion research, and the Soviet Union, for its 
part, is proceeding on a perspective of  having this 
"energy of the stars" -safe, clean ,  and so cheap that 1 0  
cents wil l  secure the energy-equivalent o f  300 gallons of 
gasoline-by early in the next century. Fusion thus not 
only promises to overcome al l  energy shortages,  virtual
ly forever (its fuel is ordinary sea-water and elements as 
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common as lithium), but fUSion technoiogies including 
isotope-separation techniques guarantee abundant re
so urces of a l l  types from the crust of the Earth's  surface. 

I n  the meantime, Third World development cannot 
occur without fission technology. Consider the energy 
requirements for food production alone-energy for 
fertil izer, for mechanization,  for irrigation,  for trans
portation,  etr-all  impl icit in other G I F  projects .  Com
pared to the ten fold increase in per-capita energy con
sumption required for the success of such development 
projects, solar-energy collectors would represent a net 
energy loss,  and hydro-electric would make a minor 
contribution overal l .  The bulk of  that energy must come 
from nucleil r sources . 

It is not merely increased energy per capita, but the 
use of the energy in its most dense form th at is essential 
to agro-industrial development.  W hat i s  involved is 
energy-flux -dens i t y. 

Energy-flux density signifies a concentration and 
accompanying quality of energy, and is formally meas
ured as calories passing through a standard cross-sec
tional unit-area of the energy producing process.  For 
example, conventional coal and oi l  energy-generating 
systems provide 1 ,000 times greater density than solar
energy production,  while n uclear fission is 1 00,000 times 
more energy-dense than solar, and nearly one mil l ion 
times greater than " biomass" (wood, cow dung,  etc . ) .  
This bears directly on costs o f  generating a given 
magnitude of  energy .  In other words, solar energy is 
intrinsically 1 00,000 times less efficient than fission 
energy, and so forth .  N uclear fission thus requires 
substantially lower energy input to obtain even a m uch 
greater energy output, o f  paramount importance espe
cially to a developing n atio n .  

Particularly essential for Third World development 
projects wil l  be the use o f  more advanced fi ssion reac
tors, such as the H igh-Temperature Gas-Cooled Reac
tor and breeder reactor designs,  with the advantage that 
they not only produce electrical energy, but large 
amounts of process heat capable of powering contig
uous agro-industrial  complexes . 

Within a decade, however, it is possible (and the 
Soviet timetable is  based o n  recognizing this fact) to 
have fusion-fission hybrid systems that not only produce 
energy, but function as " fuel factories" more efficient 
than breeders, producing enough new fuel in the course 
of producing energy to power 10 additional  fission 
reactors, for example.  

While from the energy standpoint alone, oi l  and coal 
might provide feasible resources , considerations of the 
"greenhouse effect" of  large-scale application warn us 
away from these alternatives . The Earth's  atmosphere 
m ay not survive the levels of carbon dioxide implied. A 
similar consideration applies to solar energy-even if  
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so lar enjoyed an energy flux-den sity adequate to pro
vide even the magnitude of energy we require ,  which it  
does not .  The ai r pol lutants produced in  mining and 
manufacturing steel,  glass, and cement for a large-scale 
so lar-collection project-sulphur, nitrogen oxides, and 
carbon monoxide-wo uld be horrendous, including 
modification of the hydrological cycle (rain) through 
the heliostats canopy (solar collector) and its effect on 
evaporation rates . 

City-building through nuplexes 
Related to the question of energy concentration is  

population concentration .  GIF infrastructure projects 
provide the initial basis for industrialization,  but the 
only means man has ever successfully employed to 
achieve it is the industrial city . 

I n  the early 1 960s, Oak Ridge N ational Laboratories 
in Tennessee developed an imaginative concept for 
Third World city-building. It was cal led "nuplex ,"  short 
for "N uclear Agro- Industrial Complex . "  At the present 
time, the I ndian government is  constructing such a 
nuplex in the state of U ttar Pradesh , using the Oak 
Ridge ideas. 
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A n uplex involves paired or  clustered nuclear power 
plants surro unded by agro-industrial facilities, able by 
present standards to generate four gigawatts of electri
cal power, while industrial facil ities' proximity both 
exploits waste-heat produced and economizes on distri
bution costs . A region is  rapidly developed by introduc
ing a large amount of  power at maximum available 
energy-density, to be produced and consumed within a 
small  area . 

N uplex waste-heat can be used to desalinate and 
purify sea water or  pol luted waters , making such "cit
ies" pivotal in  both clean water-management and agri
cultural development Industrial parks h uddled around 
the power plants would produce agricultural machin
ery, agrochemi cals,  ferti l izers , and so forth .  

Each nuplex would require four to  s ix  years to 
construct, d uring which period engineering and many 
other skil ls  employed on the job s ite would provide 
training for members of the indigenous labor force . 
This would necessarily be supplemented with schools 
for technicians integral to the n uplex, as well as cultural 
programs for workers and their fam ilies. 

In such fashion,  the n uplex becomes the center for 
radiation of high-technology services to the surround
ing population at large . A network of such nuplexes 
could transform even the m ost dreaded deserts of Africa 
and far Asia into productive terrain . 

The technology for such projects is proven . At 
present, engineers and scientists teamed from a number 
of nations, i ncluding the U n ited States , France, West 
Germany, Italy, and I ndia,  could produce an integrated 
plan for n up lex-con struction throughout the Third 
W orld almost on cal l .  

The Himalayan project 
The G I F  plan proposes "damming of the Sanpo 

River on the upper reaches of the Bram aputra in  the 
frontier area between China and the I ndian province of 
Assam to make it flow into I ndia through a tunnel 
across the Himalayas," and projects an annual hydro
electric generating capacity o f  240 to 330 billion kilo
watt-hours.  T he concept i s  generally correct, although 
the size proposed is  inadequate, and the project would 
require some reshaping to accommodate an effective 
water-management plan .  However, even as the proposal 
stands it would overcome a significant problem , the 
hazardous floods that ravage the foothills of the Hima
layas and Bengal every year. 

The River Brahmaputra carries a h uge amount of 
water, but because o f  the terrain ,  this water is  not 
useable to any appreciable extent in  any of the countries 
the river passes through .  It is the source of death and 
devastation during m onsoon seasons in both northeast 
I ndia and Bangladesh . 
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While the G I F  proposal is  excellent from the standpoint 
of hydro-electric capacity and flood control, the plan 
should be expanded to include vast irrigation works for 
Indian agriculture. Taking into account India's  very 
fertile but undeveloped soil ,  the Fusion Energy Founda
tion incorporated i nto its 1 979 Indian industrialization 
program an extensive plan for water works and fertilizer 
production,  projecting a tripling of  India's  grain output 
within two decades on this basis.  India would become a 
major food exporter. 

The FEF program in this respect was based on work 
by Dr.  K. L.  Rao, the eminent I ndian engineer and once 
Irrigation and Power Minister. I n  1 972,  he envisaged a 
comprehensive plan that would revitalize the Ganges 
and control the waters of the Brahmaputra for effective 
use. Rao's plan looked forward to the production of an 
additional 30 to 40 mil l ion tons of  foodgrains annually 
in north I ndia alone, along with at least 40 gigawatts of  
additional hydro-electric capacity for industrial con
sumers. 

I ndian authorities subsequently developed the Hi
malayan Rivers Development plan, which called for 
construction of storage reservoirs on the Ganges and the 
River Brahmaputra and its principal Indian and Ne
palese tributaries. Interl inking canal SY:m;,II'o>  would 
transfer surplus flows from the eastern tributaries o f  the 
Ganges to the west, with a canal connecting the Brah-
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maputra and Ganges themselves. 
The plan would bring 5 mil l ion additional  hectares 

under i rrigation,  and generate 30 gigawatts of hydro
electric power per year. It would also considerably assist 
flood control in the Ganges-Brahmaputra basi n,  and 
could no doubt benefit Nepal  and Bangladesh as wel l  as 
northeast India .  

The Bering Straits current 
The economic potential of  Siberia was "discovered" 

in the 1 9 30s, and ever since ,  Soviet planners have been 
fascinated by its development prospects, including 
"warming" of  the region . For example, Soviet meteriol
ogical texts rarely fai l  to note that the principal deter
minant of Siberia's cold weather is the Bering Strait 
current,  which brings frigid Arctic air .south past Siberia 
and Japan,  and is thought to operate in  much the same 
way that the warm Gulf Stream keeps England abnor
mally warm and moist .  

Various plans for the control  of  the cold-water 
current have been proposed, one of which is alluded to 
in the G I F  scheme. An examination of  the prevail ing 
currents in the area show two reasons why the strait 's 
current causes a cold clim ate in  northwestern Siberia: 
First, the currents sweeping southward depress the 
temperature and stabilize the cold air masses over land; 
second,  the southward motion of  the currents diverts 
the warm South Pacific currents travel ing northward 
away from the Asian land mass. The result is a highly 
stable region of coldness.  

The G I F  project would dramatically change this 
arrangement o f  currents, inducing a climatic modifica
tion (not merely weather modification) that would 
dwarf a l l  other consequences of  the plan.  

The most feasible means o f  Bering Strait current
control is  construction of  a large hydro-electric dam 
across the straits . Such a dam would be uniquely 
designed to control flows of salt water in their gravita
tional or rotational  driving motion,  rather than making 
the usual fresh-water discharges into the sea.  The engi
neering problems in  such construction seem surmount
able, and wo uld certainly be repaid many times over 
were even a small part of  Siberia or Japan to be warmed 
by the consequent climatic change. 

A careful  a nalysis of the project is im possible at this 
time, lacking a s uccessful  m odel of global climatic shifts.  
The i nterplay of  ocean currents, atmospheric motion, 
and precipitation is  a largely unsolved problem today. 
There i s  n o  even rem otely rel iable model for projecting 
long-term climatic change's  effect on related earthly 
processes . While meteorologists have had l imited suc
cess in short-term prediction ,  longer-term cl imate dy
namics have eluded solutio n .  

T h e  Bering Strait project might, in a conservative 
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approach , await the solution to this scientific problem 
before becoming feasible; in a more daring approach , 
the straits might be seen as a great laboratory for 
experimental mapping of the physics of the Earth's 
cl imate. 

The other major determinant of the n orthern and 
polar climates is the polar ice cap . Due to its high 
albedo (reflectivity of the surface) and its effect on 
ocean temperature, variants in the ice cap's extent and 
thickness can affect the climate in  this region .  This fact 
becomes important in the evaluation of several major 
water-project proposals .  

For example, projects that involve diverting mil l ions 
of acre-feet of water annual ly southward from far-north 
areas would produce a secular increase in the salinity of 
the Arctic Ocean by lowering the inflow of  fresh water. 
This is to be considered in a n um ber of  such Siberian 
plans,  as well as the N A  WA PA project for moving 
Canadian and A laskan water down into the United 
States and Mexico . The extent and impact of  increased 
Arctic salinity is difficult to gauge on the basis of 
present oceanographic knowledge. I t  seems clear, how
ever, that the effect would be to melt ice in the Arctic 
area and decrease the extent of  the polar ice cap. A 
general warming trend would result, complementing 
the impact of  the Bering Straits control-dam . 

What other effects might it have? A serious study of 
the climatological impact of such projects would be a 
necessary component of the engineering evaluation . 

The Qattara Depression 
The G I F  plan proposes "construction of a canal 
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between EI Dabba and EI Sira; construction of  a port at 
El Sira; and electric-power generation by the flow of 
water through the canal ."  

At the  Western Desert of Egypt, about 50 miles 
south of the Mediterranean Sea, there exists a dry, 
massive depression . I t  is  m uch lower than sea level .  
S imply cutting canals  from the sea and using pumps 
where necessary would allow the Mediterranean water 
to rush in. Then a dramatic metamorphosis would occur 
in  the entire region,  "greening" the desert and making 
possible the transformation of the entire surrounding 
region i nto an agriculturally productive region .  The 
G I F  plan envisages such results.  

I n  the early 1 970s, a West German team of experts 
reached similar conclusions and declared the project 
econo mically viable.  Agricultural development would 
tend to follow even without irrigation (the flow of 
M editerranean waters , for example, would require de
sal ination on a large scale to turn these flows to such a 
p urpose) on the principle that "rain follows the plow."  
By creating a great pool  of  water in land in the  Qattara 
Depression,  presently arid, a vast evaporation process is 
engendered . This leads to increased regional rainfal l ,  
making feasible agriculture in  nearby areas, in turn 
generating further plant-based evaporation process , 
greater rainfal l ,  and so forth . 

The German study envisages nuclear construction 
methods for canals approximately 1 40,000 square feet 
in cross-sectio n .  Excavation would occur by n uclear 
blasts as developed by the "Operation Plowshare" 
group at Lawrence Livermore Laboratory in the late 
1 950s, the Salvo process designed to emit negligible 
radiation . Simultaneous ignition of  a group of  explosive 
charges along the axis of the canal would have a 
detonation point so deep that a continuous cut with a 
hyperbolic cross-section along the axis would be formed 
by the row of craters . The excavation costs by this 
n uclear method would be half conventional  excavation 
techniques .  

Turbines placed where the sea-water rushes into the 
depression would create about 1 0  gigawatts of  cheap 
hydro-electric power. The long-term benefits would be 
enorm ous . Agriculture would be enhanced by the evap
oration process, while surplus hydro-electric power due 
to lower summertime requirements could be channeled 
into desalination faci l ities attached to irrigation works. 
M oreover, the vast lake formed at the site of the Qattara 
Depression would raise ground-water levels ,  permitting 
freshwater springs to form in the nearby Siwa oasis.  

Industries located near the new hydro-electric-power 
source could use the salt and mineral resources extract
ed from the sea-water for basic petrochemical and 
fertilizer production .  The fishing industry would soon 
locate on this 1 90-mi le-Iong, 62-mile-wide lake, which 
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could also become a transshipment point for ocean
going vessels .  

The Mrican Central Lake 
The G I F  plan proposes "control of the flow of the 

Congo River by building a dam to create a vast lake in 
the Congo and Chad regions of  central Africa to 
improve natural conditions . "  This would be an immense 
international project, resulting in  hydrological,  ecolog
ical , and climatological change permitting cultivation 
of 800,000 square miles of  land, more than five times 
greater than Japan's own arable territory, where 1 1 0 
mil l ion people live. 

Today, millions face starvation in the Sahel, an  area 
whose soi l is as rich as that of the U . S .  Great Plains,  b ut 
unproductive through lack of water, ferti l izer, and 
mechanized techniques. This area and the Congo b asin 
south of  it would become horns of plenty. 

According to the GIF proposal, a dam would be 
built on the Congo R iver north of Brazzavil le,  creating 
the gigantic lake in what is now the Congo Basin ,  about 
1 30 square miles . A canal excavated for this purpose 
would transport some of  the water to enlarge Lake 
Chad in  Central Africa . 

The new Congo Lake would be
' 

connected with 
spoke- like rivers and canal systems,  becoming the axis 
of interior African transport . The Congo' s hydro-elec
tric potential would be doubled. 
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The Congo Lake would be connected to Lake Chad, 
which is  now nearly dried out at the center of enormous 
depression,  by blowing a canal where the Congo river's 
right-hand tributary, the U bangi, bends northward 
approaching the mountain chain of the northern equa
torial ledge which regulates a water shed. The Chad 
depression is a mountain-enclosed basin 1 ,400 feet 
above sea level .  By i ncreasing the water flow, Lake 
Chad, now 800 feet above sea level at the depression's 
center, could be raised to the fu ll  alt itude of the natural 
basin's ridge. In that case, the Congo Lake would 
provide enough water to Lake Chad to give 4,000 m iles 
of  coastl ine.  

The Amazon project 
The G I F  proposes "construction of nine dams and 

seven artificial lakes across the Amazon, Orinoco, and 
Paraguay rivers,"  affecting seven Latin American coun
tries . 

This project , fraught with potential danger, requires 
very careful  examination .  In the 1 960s, a plan floated 
by the H udson I nstitute under the title "New Focus on 
the Amazon" called for building a 40-mile-Iong dam to 
b lock off the Amazon River and create a 500-mi le lake, 
flooding an area twice the size of Lake S uperior.  

The B razil ian government quickly vetoed the plan,  
in  part because it did not promote agro-industrial 
development, but only facilities for resource extractio n .  

I n  addition,  Brazil feared t h e  climatic consequences 
of indiscriminate deforestation .  Cl imatic impact and 
instability becomes a major  consideration in any large 
river-basin development program . Large-scale defores
tations,  necessary to build dams and lakes, weaken th,e 
soil  and cause drops in annual  rainfal l .  The degree of 
deforestation of the Amazon already undertaken has 
proved to be calamitous ,  and is  even believed to have 
affected North A merican and European weather pat
terns dependent on the Amazon low-pressure zone built 
around columns of  evaporation .  

Nevertheless ,  j udicious planning and competent ex
ecution could transform South American river basins 
into agricultural breadbaskets .  Exemplary i s  the Rio de 
la Plata river basin which, with adj acent areas,  has 250 
mi l lion hectares of rich al luvial  soil . Agronomists assign 
greater yield potential  to this soil than to the U . S .  Great 
Plains or the Soviet wheat belt; nor would it require the 
vast water projects of I ndian,  African,  or  NA W A PA 
plans to realize that potentia l .  

Currently, Japan is involved in  a project to develop 
50 mil l ion hectares of arable land in Brazi l 's  central 
Cerrados plai n .  This and the Rio de la Plata, expanded 
to encompass industria l  projects,  would be the best 
initial  South American focuses . 

Special Report 4 1  



Monetary Policy 

The financial and political feasibility 
of the GIF approach to investInent 
by Richard Katz 

Masaki Nakajima is very clear that the G I F  is to be q uite 
distinct from the International Monetary Fund (I M F) 
and World Ban k .  "The reason why we advocate a fund 
separate from those established by existing international  
organizations,  such as the U nited Nations and World 
Bank,"  Nakajima's  proposal states , " is  because we be
lieve such organizations have become the scene of  inter
national conflicts of interest,  in particular between the 
North and the South . . . .  They would not be effective in 
promoting this concept . "  

Nakajima'S credit policy i s  also diametrically oppo
site to that of the I M F  and World Bank, which have 
ordered entire countries to enforce starvation-level cut
backs in  food imports in  order to pay short-term debts to 
the I M F  and to private banks .  In contrast, for the G I F ,  
Nakajima wisely proposes, "GIF should consist of  both 
'grants' and ' loans . '  Pri marily, however, GIF should be 
directed toward a type of m ultinational public invest
ment project that could not be adequately handled by 
any type of existing i nternational organization because 
of its massive fund need and/or extra-long duration of 
execution . . . .  For this  type of  'super-project , '  typically, 
a grant or an extra-long-term soft loan would apply-a 
good example of this nature being a project for foo d  
production,  establishment of  large-scale irrigation sys
tems, development of alternative energy sources . In con· 
trast, for a m acro-engineering project such as a canal 
construction which might become profitable upon com
pletion,  loans m ight be preferable ." 

Nakajima,  however, sidesteps the need to reform the 
currently diseased international monetary system-the 
complex of speCUlative Eurodollar funds, immense Third 
World debt overhang, high interest rates,  and enforced 
austerity-that has produced the world economic crisis 
he wishes to cure . "The GIF,"  says Nakaj ima, " m ust not 
be regarded as a monetary relief measure aimed at al le
viating the accumulated foreign indebtedness of  devel
oping countries , a problem that calls for solution today 
and within the existing international system [emphasis 
added] . "  The reality is  that, without i nternational mon
etary reform, the GIF simply cannot be realized . Such 
massive infrastructure projects cannot proceed while 
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production and l iving standards are devastated around 
them due to fin ancially dictated austerity drives.  

A series o f  proposals for monetary reform has been 
circulated by EIR founder Lyndon LaRouche, J r . ,  who 
also serves as  Chairman of  the Advisory Committee of 
the National Democratic Policy Committee. In  1 975 ,  
LaRouche presented a proposal for an I nternational 
Development Bank ( lOB) .  Like the GIF, the lOB is  to 
act as a new international  development funding institu
tion separate fro m  the I M F-World Bank;  indeed, the 
lOB is  intended to replace the I M F  and World Bank.  

LaRouche proposed a system of  outright grants and 
long-term loans with 1 0- to I S-year grace periods to 
fin ance proj ects even grander than those cited in  the 
GIF,  e.g. Rio de la  Plata agro-industrial ,  Sudan-Sahel
Savanna irrigation,  M ideast agriculture, and Himalayan 
irrigation.  LaRouche also envisioned a p rogram on the 
scale of  several trillions of  dollars . 

The chief distinction ,  h owever, in the l O B  and sub
sequent LaRouche proposals was the question of  inter
n ational monetary refo rm .  LaRouche h as proposed the 
combination of  the l O B  and a "gold-reserve system" to 
c lean up the i nternational  debt problem . The lOB,  to be 
created by agreements among sovereign states, poten
tial ly including the U . S . S . R .  and Eastern European na
tions,  would issue gold-denominated bonds at 2 to 4 
percent i nterest, to finance the international  projects. 
These bonds would be rediscounted through national 
and private banking systems at no more than 4 to 6 
percent interest, providing credit for the industrial ven
tures needed to produce the goods both for the interna
tional  projects and for domestic rejuvenation .  Such low
interest credit would be restricted to direct investment in 
industry o r  agriculture, and h ard-commodity trade. Be
cause the credit was ultimately based on a gold reserve 
(not a pre-World War II-style deflationary gold exchange 
standard) system , the i nterest on the bonds, albei t  "low" 
by today's  standards, would be guaranteed against infla
tio n .  Therefore the real return would in fact be more than 
it is on a 1 0  percent bond during 1 2  percent inflation . 
Banks holding short-term high-interest, but insecure, 
Third W orld or other debt could rediscount the debt for 
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• longer-term, low-interest debt-that in fact guaranteed 
a "real" return-provided the new credit was restricted 
to the productive tasks as defined above. 

Nakajima's 'American System' economics 
Once monetary-reform measures are added to the 

GIF proposal ,  the plan is eminen tly feasible from an 
economic viewpoint .  The reason is s imple: behind the 
G I F  proposal stands a legacy of economic theory that 
is responsible for the two most successful  cases of the 
rapid transformations of backward, agricultural coun
tries into industrial powerhouses: Japan and the U n ited 
States . "The American System" theorists include Alex
ander Hamilton and the economists who created Lin
coln's  Republicanism: M athew and Henry Carey, Fried
rich List, and Erasmus Peshine Smith. The founders of 
modern Japan in the 1 868 M eij i Restoration took these 
writings as their guide; for five years, Smith,  a State 
Department official in  the Grant administration, was 
the Meiji government's senior economic adviser . To this 
day, the ideas of  H amilton ,  Carey and List are very 
widely known among J apan's business leaders. 

Nakajima is a product of this system . It is particu
larly fitting that he comes out of the M itsubishi business 
group, since this was created de novo in  the 1 870s by the 
Meiji po litical leaders as the business vehicle for their 
industrialization plans. After graduating in 1 928 from 
the elite Tokyo I m perial U niversity, Nakaj ima joined 
Mitsubishi Bank, eventually becoming a director.  I n  
1 973 h e  was named Chairman o f  Mitsubishi Steel . I n  
1 970, h e  founded the Mitsubishi Research I n stitute 
( M RI),  where he produced the G I F  proposal in  1 977 .  

Perhaps the most  direct influence on Nakajima's  
development of  the GIF conception was his position as  
a trustee of the powerful  Keidanren b usiness federation ,  
a n d  as a member of t h e  Industrial Structure Council 
( ISC) of the Ministry of  International Trade and Indus
try . In 1 970, the I SC developed a Long- Term Vision of 
Japan. which proposed a " knowledge-intensive" eco
nomic strategy to propel Japan to the frontiers of  
industrial technology, and declared that the  long-term 
economic health of the advanced sector was impossible 
without industrial ization of the Third World.  

Nakajima versus the naysayers 
M any of the most powerful  political institutions of 

the U nited States and Europe insist that Third World 
industrialization is both impossible and dangerous, a 
threat to "l imited resources" and political stability. 

These institutions suggest that developing countries 
are too backward for real industry and must l imit 
themselves to what they call "appropriate technology," 
e .g . ,  cow-dung energy. In  contrast, Nakajima told a 
Norwegian audience, " G I F  would make it highly effec
tive to transfer technologies from the developed coun-
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tries to the developing countries, especia l ly "standard" 
technologies that are so abundant.  . . .  A typical G I F  
project would require 1 0  t o  1 5  years t o  complete. 
During that period of development . . .  recipient nations 
would have a great opportunity for applying transferred 
technologies locally by means of on-the-job training at 
various stages of project development.  The results 
would be the enhanced basis of  the Third World for 
further economic and industrial takeoff." 

The Club of Rome-Global 2000 school also insists 
that there are too many people in  the world, particularly 
in  the developing countries, and that their population 
must be curbed, not on ly by birth control ,  b ut by 
lowering living standards. Nakaj ima counters, "Anoth
er i mportant problem i s  how to deal with the. food 
shortage in the South [developing countries] . . . .  I 
agree with biologists that greater, better n utrition would 
reduce birth rates. As commonly observed among all  
l ivi ng creatures, the m u lti-birth phenomenon is  for the 
purpose o f  survival of particular species, which would 
eventually face the crisis of famine and extinction . We 
must avoid this h appening with the South ."  

I n  response to those who claim that "l imited re
sources" preclude Third World industrialization,  N a
kaj ima comments, " [S] ince the m ajor objective of such 
multinational  investment [the G I F ]  would be to remove 
restraints of  resources, i t  would also serve to el iminate 
stagnant economic activities and unemployment. . .  
[through] the development of  untapped energy re
sources, the development of oceanic resources, and the 
improvement of envi ronments . "  

T h e  final  o bj ection of  m any U . S .  authorities, partic
ularly at Commerce and Treasury Departments, i s  the 
assertion that transferring industry to countries l ike 
M exico, Korea, or Brazi l  wi l l  bankrupt American in
dustry . I n  reality, this problem exists only if  the U nited 
States does n ot advance technologically .  I n  a Washing
ton ,  D . C .  speech, N akaj ima pointed to Japan's role in 
modernizing Korea, a p rime example of  the Industrial 
Structure Council strategy. " Some quantitative studies 
on the i nterdependence between Japan and Korea indi
cate that both countries have acquired m uch more 
industrial development than usually conceived-quite 
contrary to the prevailing theory of  the boomerang 
phenomenon [the theory that promoting other coun
tries' industrialization will u ndercut the more advanced 
nation's  advantage] ."  M o reover, he added, " G I F  would 
not o n ly serve to stimulate direct demand for the 
m achinery and other capital goods which would be 
required for the construction of global infrastructure, 
but also kindle the spark of interest in new i ndustrial 
innovations,  if not radical breakthroughs . . . .  Conse
quently , the development of newly created technologies 
will contribute to the growth of economies on the part 
of industri alized nations as wel l . "  
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Exchange controls: the 
new debate in Mexico 
by Timothy Rush 

A topic generally taboo in public pol icy discussion in 
Mexico is suddenly front-page news: exchange controls . 
During the week of Feb . 8 ,  the radio station of the 
National university, Radio Universidad, was broadcast
ing almost hourly a scorecard of which political parties 
and individuals had come out for and against .  On Feb . 9, 
Bank of M exico director Gustavo Romero Kolbeck 
concluded that he had to attempt to contain the debate 
and issued a strong statement calling exchange controls 
"utopian . "  The monetarist central bank chief, an ally of 
Paul VoIcker's ,  declared that such a move "would not be 
desirable for Mexico" since "we shouldn't  restrict free 
convertibility" of the peso .  

The surge of  debate regarding exchange controls is 
the sharpest reflection yet of the decline in M exico 's  
financial health due to decl ining oi l  reven ues, high inter
national interest rates, and capital flight.  A broad group 
of Mexican nationalists is increasingly seeing exchange 
contro ls-never before instituted in the country-as the 
only way to prevent collapse of the economy. 

Meeting of the Republic 
The spark for the round of public debate was the 

speech of President Jose Lopez Porti l lo keynoting the 
fifth " M eeting of the Republic" , held in G uadalajara 
on Feb . 4-5 . Lopez Porti l lo excoriated the VoIckerite 
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po licies in industrial ized n ations which have forced the 
entire world economy into a depression "not seen since 
1 929," and pledged an uncompromising battle at home 
to defend the Mexican economy from this assault . 

Some o f  the strongest passages in the speech de
nounced as traitors those M exicans who take their 
money out of Mexico , and invest in real-estate or other 
speculation abroad. He called for a halt to luxury 
imports and a halt to luxury Mexican tourism abroad. 

But stronger sti l l  was his condemnation of "hidden 
international  i nterests . , .  who are coordinating to 
change our foreign-exchange policy . "  From a welter of 
sources he co uld h ave cited , including recent Wall Street 
Journal columns,  he chose a call  to speculate against the 
peso issued in a Cincinnati newsletter . Columnist Leon 
Garcia Soler, wrote a few days later that in fact the 
rumor of  an imm inent peso devaluation had penetrated 
even into the Meeting of the Republic,  which gathers 
Mexico 's  political elite to commemorate the ratification 
of Mexico's  present constitution on Feb . 5, 1 9 1 7 . Ac
cording to Garcia Soler, the President ordered an 
immediate investigation by his staff, and traced the 
rumor back to sources "in New York . "  

Lopez Portil lo concluded h i s  speech with the appeal:  
" I  call  upon you with all  emphasis,  with al l  passion :  let 
us continue defending our monetary policies . "  
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At the height of an artificially induced panic against 
the peso last summer, the President called back-to-back 
press con ferences in which he succeeded in  facing down 
those spreading psychological warfare. 

Walkout 
H owever in recent weeks the domestic forces work

ing with external economic-warfare operations have 
sharply stepped up their pressure. As reported in last 
week's EIR ( Feb . 1 6 , 1 98 1 ) , plans for undermining the 
Lopez Portillo government on both economic and polit
ical grounds were put in place at a private meeting in  
the same city of Gudalajara three weeks before the 
Meeting of the Republic.  At the "Atalaya '82" con fer
ence, special attention was focused on organizing mid
dle-class opposition to government policies, around 
marches and work slowdowns remin iscent of the "pots
and-pans" marches of housewives in  Chile just befo re 
the fascist Pinochet coup in 1 97 3 .  

The seriousness of the threat posed b y  t h e  forces 
behind the Atalaya meeting was underscored at the end 
of the M eeting of  the Republic, when Industry M inister 
Jose Andres de Oteyza rose to reiterate Lopez Porti l lo's  
cal l  for cooperation in expanding the government's 
economic defense efforts . De Oteyza asked the country's 
productive forces "to continue working for the devel
opment of the country, through a healthy process of 
industrialization and job creation ."  He was particularly 
addressing a group of businessmen who had been 
invited as observers to the conclave of  government 
officials for the first time. 

But when De Oteyza took explicit n ote of  Atalaya
type plotting against the government,  urging the audi
ence to "banish the pots-and-pans attitudes of our 
prophets of disaster," the businessmen present felt 
themselves sufficiently impl icated to stand up and walk 
out of the meeting. 

Heavy artillery? 
Given the prospect of determi ned resistance to the 

Lopez Porti l lo appeal from interests all ied with the 
flight-capital operations-interests notoriously indiffer
ent to appeals to conscience-what wi l l  be the govern
ment's next step? 

The editor of one of Monterrey's  leading newspa
pers, El Diario de Monterrey, expressed what was on 
many people's minds when he wrote two days later: 
"never has a president so openly presented the fight for 
the decisions on monetary policy . . . .  Perhaps this 
means that he wil l  call upon the heavy artil lery . Wil l  he 
decree exchange controls?" 

One of the most cited programs involving exchange 
controls in the current debate was presented by the 
Mexican Labor Party (PLM) last fal l .  The PLM empha-
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sized that exchange controls are required not j ust to 
stanch the outflow of fl ight capital but to regain control 
of the credit system and begin issuance o f  low-interest 
domestic credit for strictly prod uctive use . The PLM 
saturated the M eeting o f  the RepUblic in  Guadalajara 
with copies o f  its five-point progra m .  

Voicing the same distinction between productive 
and non-productive uses of foreign currency and credit  
was one of  the leading advisers o f  the government sugar 
mon opoly, Clemente Ruiz Duran . In a Feb. 6 call, a 
day after the Lopez Porti l lo speech, he urged the 
establishment of a two-tiered exchange rate. A M exican 
needing dollars to import essential capital goods would 
be able to buy a dollar cheap; but a person seeking 
dollars for personal  travel ,  consumption, or investment 
abroad would find that the price was prohibitively 
expensive. 

Perhaps the sharpest blast in  the major  media came 
from Mexico's  largest newspaper chain,  El Sol, which 
editorialized Feb, 8 that "capital which is  i nvested in 
installations,  machinery, equipment and raw materials 
. . .  cannot be taken o ut of the country overnight. The 
capital taking fl ight are therefo re not those invested in 
places of  work, but are those that are idle.  And these 
capitals come as a general rule from il l icit or  unex
plained wealth.  It is from that fl ight of capital that the 
country must be defended . "  

A question 
of liberties 

Those opposing exchange controls immediately 
rolled out the often-repeated arguments against the 
measure. Manuel Clouthier, former head of the Busi
nessmen's Coordinating Council ,  charged that the 
3 ,OOO-kilometer border with the U nited States made the 
idea of  exchange controls "absurd . "  

Many have realized that this argument itself i s  
absurd, however-flight capital doesn't leave the coun
try physica l ly along the border, i t  gets wired out 
through banks. Other defenders of  free convertibility of 
the peso couched exchange controls as an attack o n  free 
enterprise. The director of the Banco de Credito M exi
cano ,  Arturo A lvaradejo U rrutia, called a special press 
conference Feb . 8 to state that controls were unaccept
able: " Either we have l iberties, or we don't ."  

Banco de M exico director Kolbeck,  in his  statement 
a day later, declared that exchange controls had been a 
fai lure in such European countries as England during 
the Second World War, and therefore "were not advis
able for M exico ."  The Banco de Mexico has recently 
come under suspicion of possibly facilitating the drain 
of pesos i nto dollars, even for domestic credit purposes . 
Top Bank of M exico officials have told EIR that the 
Bank intends to keep interest rates high no m atter what.  
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INVESTIGATIVE LEADS 

Italians pursue upper 
levels of terrorism 

by Nora Hamennan, Editor 

Since NATO General James Lee Dozier was l iberated 
from his terrorist captors on Jan .  28, the ongoing I talian 
investigation of the Red Brigades has turned up half a 
dozen major leads into the financial and intelligence 
networks behind terrorism.  In a press con ference in 
Rome in early February ,  magistrates presented the re
sults of the first phase of their anti-terrorist crackdown: 
since Jan .  I more than 400 suspected terrorists h ave been 
arrested, and 40 safehouses dismantled . As the fol lowing 
summary of investigative leads indicates, the biggest 
chokepoint for mopping up the terrorist apparatus i s  not 
inside Italy,  but forces within the American,  British,  
Canadi an , Colombian , and French governments which 
are hostile to the anti-terrorist effort. 

Venice : center of terrorism 
I talian authorities have concluded that the city of 

Venice and its surro unding Veneto region have been the 
strategic center for the Red Brigades since 1 974, accord
ing to the Feb . 5 issue of the nationally circulated 
Catholic newspaper A vvenire. 

The hypothesis of a Veneto center for terrorism has 
previously been fiercely denied by Toni Negri, the Red 
Brigades professor from Padua j ailed for his role in  the 
Aldo Moro kidnap-m urder. N egri,  whose wife i s  a 
member of the Venetian nobi lity, insisted in a memoran
dum issued from his jail cell that it was " impossible" to 
identify the Veneto as the center. 

In fact, this region, a cauldron of both "red" and 
"black" terrorism for years, looks like the deployment 
headquarters within Italy for the Propaganda 2 (P-2) 
Freemasonic lodge which was exposed last M ay for 
conspiring to overthrow the Italian government and 
impose a monarchist-fascist regime. Verona,  where Do
zier was kidnapped, and Padua, where he was rescued, 
are both in the Veneto . Situated in northeastern Italy 
and bordering both the Balkans and Eastern Europe, 
the region has become the crossroads for the i nterna
tional heroin trade from the Middle East into Germ any.  

46 I nternational 

Verona is ,  of  course, the base of  N ATO Command 
Land South . I t  i s  also I taly's heroin-addiction capital, 
with a nearly 10 percent addiction rate. Out of  the 
NATO psychological warfare unit here was deployed 
the 1 974 fascist coup plot k nown as Rosa dei Venti .  
Prince Al li ata di Montereale, a leading figure in the P-2 
conspiracy, and the fascist j o urnal L'Opinione Pubblica 

operate from Verona.  
Nearby Padua i s  notoriously the stronghold of the 

"black" (fascist) movement, having harbored the neo
Nazis Freda and Venturi, who were jai led for the 1 969 
Bank of Agriculture bombing massacre in Mi lan that 
began the "strategy of tension . "  A vvenire's account 
hints that the networks of OVRA, the M ussolinian 
secret po lice, have never disappeared from this region.  
D uring the last years of World War II ,  the l iaison for 
O V RA with the N azi Gestapo was none other than 
Licio Gel l i ,  the Grand M aster of the P-2 lodge, who is  
now a fugitive from justice .  

The weapons traffic for the  terrorists has followed 
precisely the M editerranean routes of the Venetian 
ol igarchy's s lave and spice trade during its heyday from 
the 1 1 th to the 1 8th century . According to a confession 
by A ntonio Savasta, one of Dozier's captured wardens, 
the weapons were brought from Lebanon to Cyprus to 
Venice in a boat by psychiatrist M assimo Gidoni
another one of the "respectable professionals" who has 
turned up in  the investigation . Weapons of this prove
nance were to be used in a Red Brigade attack on the 
national office of  the Christian Democracy in Rome, to 
be led by criminology professor Giovanni Senzani .  This 
plan was thwarted by Senzani 's  capture Jan. 9 .  

The Hyperion school : a Paris link 
The Hyperion School in Paris has been identified by 

one o f  the terrorists captured in the liberation of Dozier 
as "the European brain of the Red Brigades . "  One of 
the three bosses of the Hyperion,  Vanni  Molinaris,  was 
picked up in U dine (the northeast of  Venice) in the 
sweeps that fol lowed the Dozier release . 

J udge Pietro Calogero , the magistrate in Padua who 
had arrested Toni N egri in  1 979,  had begun investigat
ing Hyperion,  but 'his probe was blocked by the heads 
of the Italian secret services. Later, in M ay 1 98 1 ,  these 
secret service heads were exposed as members of the P-
2 lodge. Besides Paris, H yperion has offices in  London,  
Brussels, and two centers in Italy . 

Socialist International trade unions 
O n  Feb . 4, a special  squad of the DIGOS police unit 

en tered a national trade-union convention in Florence 
to arrest Luigi Scricciolo,  chief of the international 
department of  the U I L  labor confederation ,  which is  
dominated by the Italian Socialist Party . Scriccio lo was 
charged with membership in the Red Brigades and 
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armed insurrection against the state. Police had discov
ered that his apartment was serving as a safeho use and 
major weapons cache. 

According to the confession of Red Brigader Savas
ta, Scricciolo was "public-relations man" for the band 
and kept contact with Irish Liberation Army and Bas
que terrorists . He had a network of foreign contacts 
centered around Libya's M uammar Qaddafi, believed 
to be a major financier and weapons supplier to Italian 
terrorism . 

Luigi's cousin, Loris Scricciolo,  is an important Red 
Brigader who took personal responsibility for the M ay 
3, 1 979 assault on the Rome office of the Christian 
Democratic Party in  which three people were killed. He 
also allegedly shot the deputy chief of  the Rome politi
cal police, Nicola Simone, early this year . 

Giorgio Benvenuto, the general secretary o f  the U I L  
and a leader in the International Metalworkers Federa
tion, got Scricciolo his post in the U I L, but has denied 
all knowledge of Scricciolo's activities . Police note that 
since the U I L  leadership had the keys to Scricciolo's 
house, where they met regularly, it is most improbable 
they never encountered the Red Brigaders who also 
constantly met there . 

The U I L  was set up after World War II through the 
intervention of  U . S .  Social Democratic trade unionists, 
notably Jay Lovestone, Irving Brown , Vanni M ontana 
and Serafino Rom ualdi . M o re recent support for the 
UIL came from the Carter government through Ambas
sador Richard Gardner, and former U nited A uto 
Workers president Leonard Woodcock.  

The Haig-Ledeen connection 
Michael Ledeen's latest attempt to cover up his 

involvement with Propaganda-2 Grand Master Licio 
Gelli has become the subject of a formal inquiry in the 
Italian Parliament.  On Feb . 8, Bas sanini,  a Socialist 
parliamentary deputy who opposes Socialist Party chief 
Bettino Craxi, raised a parliamentary question over 
reports that Ledeen, who is the top adviser on European 
affairs to U . S .  Secretary of State A lexander H aig, has 
gone to Uruguay in an attempt to locate .and confiscate 
a Gelli dossier detailing the nature of Ledeen's relation
ship with the P-2 Grand Master. The inquiry requires a 
formal response by the Italian government . 

A few days earlier, the Italian weekly Europeo had 
reported that Ledeen was dispatched with $ 1 5 ,000 to 
offer to the government of  Uruguay for the dossier. 
Europeo described Ledeen as the State Department m an 
"responsible for relations between the Socialist Inter
national and the State Department . "  When the P-2 
scandal broke last year, several Italian periodicals re
ported the existence of a " H aig dossier" found at Gelli ' s  
residence, a dossier believed to document Haig's collab
oration with the P-2 conspiracy over a 1 2-year period.  

, 
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A m onth ago , Europeo revealed that Ledeen, who 
spent several years in Italy, used to be on the payroll of 
the P-2 10dge (see EIR, Feb . 9,  1 98 1 ) .  

Europeo also reported that Ledeen came t o  Italy in 
1 980 to "investigate" the Bil ly Carter affair. Ledeen met 
with M ichele Papa, a M afia-connected lawyer from the 
Socialist Party in Sici ly , who had arranged Billy Carter' s  
infamous 1 979 trip t o  Libya. An informed source in 
Italy told EIR that Ledeen was put in  touch with Papa 
by a journalist living in Verona (see "Venice," above) . 

Britain harboring terrorists 
A British right-wing cult named the League of St. 

George is protecting known Italian right-wing terrorists 
with the knowledge of U . K .  authorities, according to 
the Feb . 7 London Observer. D uring the previous week, 
the Italian government asked London to extradite Ital
ian immigrants identified for terrorist activities, but 
Britain refused, the Observer reported . 

Up to 2 3  right-wing Italian terrorists are suspected 
by British police to be l iving in London . Others are said 
to be seeking contact with the I RA terrorists in northern 
Ireland .  The League of St. George, which sponsored the 
escape of  the terrorists from Italy, is  also actively 
involved in neo-N azi groups in West Germany.  

Red Brigader gets 'political' 
status in Colombia 

An Italian government extradition request was also 
turned down by Colombia, in the case of Red Brigade 
mem ber Leandro Barozzi who has been teaching at the 
Universidad de Valle in  Cal i .  Colombia maintains that 
Barozzi is a "political" and not "criminal" fugitive. He 
is wanted by the Italians in connection with the murder 
of Aldo Moro in 1 978 . 

The Colombian supreme court first stalled the extra
dition request because the two countries have no extra
dition treaty , and then declared it had no authority to 
arrest Barozzi because the responsibi lity was the foreign 
minister's .  The foreign minister refused to order the 
arrest .  Barozzi told the press that he is not a Red 
Brigade mem ber and that "my only crime is  my friend
ship with Toni Negri ."  He pledged to turn himself in to 
the immigration authorities but has since disappeared. 

M eanwhile, the leading Colombian drug trafficker 
and arms supplier for the M- 1 9  terrorist group , Jaime 
Guillot Lara, who was recently arrested in Mexico , i s  
a lso demanding protectio n  as a "political refugee ."  The 
U nited Nations reportedly sent representatives of its 
High Commission on Refugees to interview Guillot and 
possibly take up his defense. 

Francesco Piperno, a "physics professor" wanted in 
I taly in the M oro case, has taken refuge in Montreal . 
Three months ago, the Canadian government refused 
an Italian extradition request for Piperno.  
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The Muslim Brotherhood threatens to 
assassinate President Mubarak 

by Nancy Coker 

As Egyptian President H osni M ubarak wound up his 
tour of the United States and Europe and returned home 
to open Egypt's Feb . 1 2- 1 4 summit meeting on national 
economic policy, the M uslim Brotherhood-the semi
secret fundamentalist sect which the British Foreign 
Office deploys for terrorist operations,  including the 
assassination of A nwar Sadat-prepared for their next 
undertaking: the m urder of President M ubarak.  

"M ubarak did al l  the wrong things in  Washington ,"  
said an I sraeli intel l igence-l inked source with ties to  the 
drug- and gun-running M uslim Brotherhood networks 
that M ubarak is  trying to suppress .  " I  would not be 
surprised to see him disappear, like Sadat ."  

"The conspiracy in the Egyptian army that  ki l led 
Sadat wi l l  probably get rid of M u barak before Apri l  25 ,  " 
said another source. April  25 is the date of the final  
I sraeli withdrawal from the Sinai peninsula.  

These are not inconsequential  threats. Three weeks 
before the murder of Sadat, the same intel ligence circles 
had revealed that I sraeli Defense Minister Ariel Sharon 
wanted to eliminate the Egyptian president.  

Investigations by EIR have identified the on-the
ground coordinators of the operation to assassinate M u
barak .  They include the Geneva- and London-based 
M uslim Brotherhood leaders Said Ramadan and Salem 
Azzam; Libya- and Syria-based renegade Egyptian gen
eral Saad el- Shazli ;  Syria-backed Palestinian terrorist 
Abu Nidal and the Popular Front for the Liberation of 
Palestine; intelligence services of I srael , Syria, and Brit
ain; and associates of Secretary of State Alexan der H aig. 

Mubarak's focus : economic development 
The haste to do away with M ubarak is because of 

his commitment to restore the international  prestige 
Egypt had under President N asser. 

During his visit to the U nited States,  M ubarak 
challenged the Reagan administration to support a 
program for the industrialization of his country. Eco
nomic development possibi lities were the chief agenda 
topic in  his meetings with President Reagan .  

M ubarak reported ly made two points in  his discus
sions with the American President. First, he is not 
interested in a continuation of the "open-door" policy 
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as it was carried out by Sadat under the direction of 
Henry Kissinger and his bankroller David Rockefeller. 
In the past month, M ubarak has launched a crackdown 
on the narcotics trade that operated under the protec
tion of "free zones . "  

Second,  M ubarak h a s  made i t  clear that he wants to 
break the stranglehold of the State Department' s Agen
cy for I nternational Development (AID) over U .S .  
economic assistance t o  Egypt. T h e  $900 mil l ion A I D  
program in Egypt h a s  deliberately diverted funds from 
in dustrial projects to labor-intensive cottage-industry 
programs and birth contro l .  

T h e  Reagan administration-itself under the domi
nation of  Federal Reserve Chairman Paul Volcker's 
high interest-rate depression-was not receptive to M u
barak's  suggestions.  And,  in asserting Egypt's indepen
dence, M u barak earned the wrath of  H en ry Kissinger' s 
circles i n  the State Department and of those Zionist 
circles in the U nited States l in ked with I srael 's  intelli
gence service, the M ossad. 

While State Department sources note that a slight 
loosening in the deployment of A I D  funds was agreed 
upon , and though the U .S .  government in  conj unction 
with Tenneco agreed to a U . S . - Egypt-Sudan food pro
gram , no m ajor concrete industrial deals were an
nounced between Washington and Cairo. Nor did Rea
gan address Egypt's economic concerns .  

I n  imitation of Henry Kissinger, H aig h a s  been 
working to force Egypt's adherence to the Camp David 
pact in  opposition to the Saudis' Fahd plan, which is 
b ased on negotiations for a comprehensive peace settle
men t  based on Arab recognition of the state of Israel in 
exchange for the creation of a Palestinian state . 

Like President Sadat during his last visit to Wash
ington in August 1 98 1 ,  M ubarak called upon Reagan 
to open a dialogue with the Palestinine Liberation 
Organization and called for the eventual establishment 
of a "national entity" or " Palestine state . "  Israel lost no 
time in issuing an o fficial statement calling M ubarak' s 
request "a vi olation of Camp David ."  

M ubarak's  foreign po licy entai ls a reaffirmation of 
Egyptian sovereignty.  "If  the U nited States is  operating 
on the bel ief that Egypt is a client state of Washington, 
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or that we have turned against the Arab world, they are 
sadly mistaken ,"  said one Egyptian .  "We have signaled 
this to President Reagan. One of the main purposes of 
President M ubarak's  tr ip here is  to undo the sabotage 
by Mr .  Haig of American policy in the M iddle East ."  

According to  Arab sources, the  M ubarak economic 
team presented a list of  projects that needed U . S .  
government aid and private funding. "The list included 
nuclear energy plants, industrial and agricultural proj
ects, i rrigation works,  infrastructure, and so forth. But 
they didn't  get anything," said one source. "The admin
istration on ly wanted to talk about mil itary assistance . "  

Thus, in  four days, the Reagan admin istration 
soured relations with an i mportant U . S .  a\ 1y .  

Mubarak turns to Europe 
In contrast to Reagan ,  West German Chance\ 1or 

Schmidt pledged s upport in his meetings with M ubarak 
to break the stalemate in Middle East peace talks 
around the Palestinian issue. Schmidt stated that he 
supported " Palestinian self-determination" as the aim 
of the ongoing Palestinian autonomy talks, a position 
identical to M ubarak's .  

' 

West German President Karl Carstens declared, 
following meetings with M ubarak, that the new Egyp
tian President's  policies are "an essential contribution 
to the stabi lity of an agitated region so close to us .  We 
are prepared to support you in this policy to the best of 
our ability . "  Carstens pledged an increase in  German 
cooperation with Egypt, which , he stated, "is one of the 
foremost places in the context of our economic cooper
ation with other lands . "  

Arab sources report that following h i s  disappointing 
trip to Washington, M ubarak is  looking for a closer 
working relationship with Europe. "I think the Euro
peans have a very strong role to play by adding their 
weight to the solution of problems in the Middle East . "  

M ubarak's  i ndependent posture, combined with his 
ruthless crackdown on corruption in Egypt, has not 
endeared him to those who would l ike to see Egypt 
transformed tota\1y into a M uslim fundamentalist-dom
inated drug-trafficki ng free zone. In the few m onths 
since he assumed power, M ubarak has found himself 
re-assigned to the top of the international terrorist hit 
list, along with Heimut Schmidt, the Pope, and others.  

An examination of the fig ures involved in the plot 
against M ubarak reveals the scope of the operation .  

At  the center i s  Egyptian M usl im Brotherhood 
leader Said Ramadan , a Geneva-based terrorist coordi
nator who operates terrorist safehouses in Switzerland 
and Austria, and maintains connections to organized 
crime through gun- and drug-smuggling.  U nder Ra
madan's leadership, Brotherhood leaders from a\1 over 
the Islamic world gathered together last December in 

. London to plan coordinated action against M ubarak 
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and other A rab leaders who have rejected the "Kho
meini model" for their respective countries . At the 
beginning of February, Ramadan was singled out by 
the Egyptian press as a prime enemy of the M u barak 
government. 

The Brotherhood activated 6 ,000 fundamentalist 
demonstrators, mostly Turkish workers, who took to 
the streets Feb . 6 in  Bonn to protest M u barak'� " repres
sion" against "our M uslim brothers ."  

Working with Ramadan is another long-time Broth
erhood leader, Salem Azzam ,  the Secretary-General of 
the Is lamic Council of  Europe, an um bre\1a organiza
tion of M uslim Brotherhood front groups. " M ubarak is 
j ust l ike Sadat," Azzam recently stated.  

Azzam has revealed that the newly created Islamic 
Commission for H uman Rights, chaired by former 
Algerian President Ahmed Ben Bel la,  in  tandem with 
Amnesty International,  plans to increase its campaign 
against M ubarak .  Ben Bella, from his o ffice in Paris ,  is 
agitating for M ubarak's  release of M usl im Brotherhood 
leaders in  Egypt. 

In  the weeks fo \1owing the December meeting of the 
M uslim Brotherhood i n  London, the "left-wing" terror
ist adjuncts of the Brotherhood were set into motion . 
The Palestinian terroris� Abu Nidal is reported to be 
deployed by the M ossad and the Khomeini-allied gov
ernment of  Syria to help overthrow Saddam Hussein of 
Iraq.  At the end of  January, A ustrian authorities 
warned that Abu N idal was also working with terrorist 
networks in  A ustria in preparation for a hit against 
M ubarak . EIR has determined that Abu Nidal and the 
Baader- Meinhof terrorists in Germany together were 
responsible for the assassination of Heinz Nittel, an 
associate of  Helmut Schmidt, last year in Austria .  The 
arms used in  the hit were fron a Geneva-based gun
sm uggling connection suspected to be Said R am adan's .  

Syria and Shazli 
Also involved in the operation against M ubarak is 

the Israeli intelligence-controlled Syria-based terrorist 
Sai ka wing of the PLO, and the PopUlar Front for the 
Liberation of Palestine, whose leader George Habbash 
met on Feb . I with Syrian President Assad. Also 
meeting with Assad on that date was Saad el-Shazli, the 
Egyptian general based in Libya and Syria who took 
responsibil ity for the Sadat assassination .  In  Italy the 
press reports that officials investigating the P-2 Free
mason scandal have cited Shazli as involved in interna
tional drug-trafficking and related terrorist activities . 

Egyptian authorities are alert to the operation 
against M ubarak . Yet, the danger of assassination 
remains high. M ubarak, however, gives no sign of 
deviating from the course he has chosen . On Feb . 1 2 ,  he 
will address Egypt' s  national economic summit to renew 
Egypt's commitment to economic development. 
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Middle East Report by Robert Dreyfuss 

The 'business' side 

Lebanon 's Colonel Haddad is the go-between, and dope the 
glue, for the Israel-Iran-Syria collaboration. 

Colonel Sa ad Haddad, leader of 
an I sraeli- backed m ilitia in  south
ern Lebanon, on Jan. 3 1  publicly 
offered to provide Iran with forces 
to strengthen its war against Iraq.  
The Haddad offer is only one of  a 
number of signals which have ap
peared in the European press and 
from the I sraelis,  making the long
standing secret a l liance between the 
regimes of  I srael 's  M enachem Be
gin and I ran's Ayato llah Khomeini 
a matter of public record . 

The day after Haddad's state
ment, Israeli Foreign Ministry offi
cial  David Kimche, speaking on the 
British Broadcasting Corporation 
program, " Panorama" did not 
deny charges of  the I srael-I ran l ink .  
EIR has  learned that Kimche, 
working with one Colonel Nimrodi 
of  the I sraeli mi litary, has made his 
own offers to sell arms to the Kho
meini regime. According to conser
vative esti mates, Israel has provid
ed over $200 mi ll ion worth of arms 
to Iran , and Israeli Defense Minis
ter Ariel Sharon i s  reported to have 
recently made (unsuccessful)  efforts 
to convince a major U . S .  arms com
pany to arm Iran.  

I n  his Jan .  3 1  statement, H ad
dad, who has been the long-stand
ing subject of attacks by the Kho
meini regime as an agent of imperi
alism and Zionism , declared: " I n  
response to Jordan's  decision to 
send volunteers to Iraq to fight Iran 
. . .  whoever wishes to participate 
with Iran in its war against Iraq 
should register . . .  with mi litary of
ficials of his village. I ran will  pro-
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vide the weapons and equipment to 
these volunteers . . . .  Travel will be 
at our expense from Free [H addad
controlled] Lebanon to Syria via 
the Golan Heights, and at Syria 's  
expense from Syria to Iran . "  

Haddad's statement s o  embar
rassed the Khomeini regime that a 
day later Iran's Foreign Ministry 
attacked Haddad, reiterating Teh
eran's  claim that H addad is  a Zion
ist agent .  

Haddad's mi litia emerged in 
southern Lebanon as an Israeli 
mercenary force after I srael invad
ed Lebanon in 1 97 8 .  H addad has 
since been co nd ucting a war o f  at
trition against Palestinian guerril
l as in Lebanon all ied to Syria .  

But in  the M ideast, regimes that 
appear to be the sharpest rivals are 
often found to be secret partners 
when it comes to business.  This is 
true of the current regimes of Syria, 
I ran , and Israel, which al l  hold a 
stake in the lucrative drug-traffick
ing routes from I ran through 
southern Lebanon to E urope, via 
Greece and Sici ly.  

Since the kidnapping of Gener
al James Dozier in Decem ber, the 
Italian government has exposed the 
link between terrorism and the drug 
traffic, pointing to the Lebanese- Is
raeli border area, the region H ad
dad polices , as an important drug
transshipment point .  

Em boldened by Israeli mi litary 
support, Khomeini last week estab
lished what London Observer re
porter Patrick Seale cal led "a 
Shi ' ite International ."  Comprised 

o(ihe M uslim Shi ' ite minorities in 
Syria (the rul ing Alawites) , and the 
AI  Amal clan in Lebanon,  Kho
meini 's  I nternational aims to de
ploy terrorists and Jacobin mobs 
against certain Arab leaders, begin
ning with the rulers of  Bahrain and 
K uwait.  Seale, who was one of the 
first to publicly extol the Iran-I srael 
all iance, reported Feb . 7 that Kho
meini had set up a n urn ber of  secret 
"cells" to challenge neighboring 
Arab states . Both Bahrain and Ku
wait, though dominated by the ma
jority Sunni branch o f  Islam, have 
restive Shi' ite populations which 
Khomeini hopes to activate. Lon
don Sunday Times reporter Amir 
Taheri commented Feb . 7 that 
Khomeini 's aim is  to undermine the 
governments of the M uslim world 
on behalf of the long-standing 
M usli m Brotherhood movement 
goal of a nation-less Is lamic entity 
cal led an ummah.  from N orth Afri
ca to the Philippines . 

Whether Khomeini and his Is
raeli and Syrian al lies can succeed 
in such a design is do ubtful ,  b ut in 
the short term they may create an
other Lebanon in the Arab world, 
giving them the opportunity to ex
pand their narcotics trade. 

Since 1 978 the volume of hard 
drugs produced both in Lebanon 
by the Shi' ite AI Amal ,  and in I ran,  
has surged . According to " Pan
orama," the Syria n mi litary forces 
in Lebano n are more concerned 
with protecti ng the hashish and op
ium fields in Lebanon's Bekaa Val
ley ,  from which they take a s ubstan
tial cut of  the profits, than with 
keeping the peace. Two weeks ago 
Italian a uthorities extradited a Syr
ian narcotics dealer from Greece 
who was exposed as a "business 
partner" of Ital ian terrorist Rafaelo 
Reggio . . 
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DatelineMexico by Josefina Menendez 

Probe International and the Hank scandal 

New evidence suggests that a Connecticut "risk analysis firm" 
does much more than predict Mexican instability. 

Rople co ncerned about safe
guardi ng American investments 
overseas from terrorism and politi
cal instabi lity have long been 
alarmed by the activities of a Con
necticut firm called Probe Interna
tional ,  and its founder and presi
dent, Benjamin Weiner . 

Weiner specializes in making 
predictions of terrorism and social  
upheaval . But the nature of his own 
activities, as  wel l  as those of his 
associates, places him at the center 
of Anglo-American intelligence 
operations designed to see such 
predictions come true. 

Weiner was among the first to 
organize seminars predicting the 
triumph of Khomeini 's  hordes in 
Iran,  years before the event and 
months before other British Intelli
gence-associ ated figures started ov
ert operations to undermine sup
port for the Shah . 

Showing up repeatedly as lead 
speakers in Probe-sponsored semi
nars throughout the late 1 970s were 
Britain's Lord Caradon, a veteran 
of British covert intelligence opera
tions especially in the Balkans and 
the M iddle East;  former CIA chief 
William Colby; and J. Bowyer Bel l ,  
an  "expert" on terrorism who i n
sists to major corporations that ter
rorism is a' "sociological phenome
non" which cannot be combated . 

Now Weiner has turned his at
tention to M exico , and with a 
vengeance . Says one risk analyst 
famil iar with Weiner' s work "Wei
ner's favorite theme i s  that M exico 
is down the tubes . "  
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At a recent Atlanta seminar for 
executives, Weiner distributed a 
checklist of what a newspaper ac
count called " remarkable s imilari
ties between Iran in  1 976 and M exi
co in 1 98 1 . " 

A top Citibank official at the 
same seminar is  quoted as saying 
that, " M exico co uld be a very tricky 
p lace to operate ."  

M y  associates in  New York 
have now cawght Weiner red-hand
ed in an outrageo us manipulation 
of U . S .  media in order to spark 
exactly the " lack of confidence" in  
M exico which he purports to  mere
ly monitoi .  

On Feb . 2, the Hartford Courant 
ran an expose of the fact that Mexi
co City m ayor H ank Gonzalez had 
purchased a home in New Canaan, 
Connecticut, worth close to $ 1  mi l
l ion,  and h ad installed his  wife and 
fam i ly there. The home was bought 
via a Netherlands Anti l les corpora
tion called N .  V. M i l ford; the Cour
ant journalist noted that " using the 
corporation to buy property in the 
U . S .  allows a foreign b uyer to avoid 
paying capital gains  taxes . . . .  " 

As this column h as repeatedly 
informed its readers ,  Hank Gonza
lez is i n  fact one of the dirtiest polit
ical figures in Mexico . The trail of  
his close business associations and 
his work  with a special branch of 
the M exican M asons l inks him to 
the Italian fl ight-capital master
minds and terrorist control lers in
vo lved in Italy's famous P-2 M a
sonic Lodge . 

But the article quotes Probe's 

Benjamin Wei ner with a very differ
ent lesson :  "This is pol itically im
portant. When you h ave the mayor 
of what may be the world's largest 
city raising his family in another 
nation,  yo u won der-is this some 
indication of serious political or so
cial problems in the home 
country?" The article terms H ank 
" a  close po litical a l ly of M exican 
President Jose Lopez Porti l lo ."  

Even any novice Mexican polit
ical observer knows that Lopez 
Porti l lo and Hank Gonzalez are 
bitter pol i  tical enem ies. 

Weiner personally planted the 
article i n  the paper, my associates 
discovered . He issued two press re
leases on the matter, sent to a num
ber of newspapers i n  the region,  
and then coordinated with Courant 
personnel to see that the article 
came out according to plan.  

A source who knows Weiner 
says he was "j ubi lant" when the 
article appeared . Little reason to 
wonder why: the Hartford Courant 
is owned by the Times Mirror Cor
poration of Los Angeles , which put 
the whole story on its n ational wire. 
The next day it  showed up front 
page in  the Miami Herald, one of 
the U.S .  newspapers m ost widely
read anywhere in Latin A merica, 
and several other prime locations .  

Weiner is  now apparently n urs
ing a new wave of publ icity. Local 
journalists report that Reuters and 
the Wall Street Journal have started 
looking around . 

No o ne's talking yet to say who 
might be working with Weiner to 
artificia lly bui ld concern over M ex
ico's "serious political and eco
nomic problems," and to implicate 
the President in corruption and 
scandal . But interested investiga
tors both here and in the U nited 
States say a probe is underway . 
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International InteWgence 

Israel threatens 
to invade Lebanon 

I srael-possibly to help the beleaguered 
Assad regime in Damascus by giving it a 
chance to rally the population around the 
renewed threat of war-is openly threat
ening an invasion of Lebanon.  

Last week, Yehoshua Saguy, the chief 
of Israel's mi litary intelligence, visited 
Washington secretly to meet with Alex
ander Haig and to announce I srael' s  plan 
to invade Lebanon soon .  

Also, Defense Minister Ariel Sharon 
held a secret meeting with Bashir Ge
mayel of  the fascist Lebanese Falangists 
last month, reportedly to plan an inva
sion aimed at decimating the P .L .O.  
forces in Lebanon.  Such an attack would 
also be aimed at propping up the Assad 
regime by creating a mi litary emergency. 

However, both I sraeli and American 
sources believe that an invasion by Israel 
would soon engulf Saudi Arabia, and 
could lead to a world war . 

"What Sharon is planning to do is the 
most reckless adventure conceivable," 
said a prominent Zionist leader . 

Weinberger flops in 
Saudi Arabia 

Following Defense Secretary Caspar 
Weinberger's three-day visit to Saudi 
Arabia last week, Saudi officials and mil
itary officers are leaking to the press that 
Weinberger's performance there was em
barrassing and that his visit was a failure. 
The Saudis were reportedly wearied by 
Weinberger's obsessive warnings about 
Soviet encroachment into the Persian 
Gulf and told Weinberger bluntly that 
the real threat to stability in the M iddle 
East is the fai lure to solve the Palestinian 
problem . 

In an appearance with Weinberger, 
Saudi Defense Minister Sultan made a 
not-too-subtle jab at the U . s. - I sraeli re
lationship when he declared that the real 
destabilizing actions in recent months in 
the M iddle East have been the Israeli 
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bombing of the Baghdad nuclear reactor 
and I srael's annexation of the Golan 
Heights. 

Another indication of Weinberger's 
poor showing in Saudi Arabia was Prince 
Fahd's refusal to set a date for his visit to 
Washington,  a trip that has been twice 
postponed. Moreover, the Saudis refused 
to set a date for the next shipment of 
U .S .-built AWACS radar planes. Al
though the AWACS will not be ready 
until 1 984, the Saudi refusal to set a date 
indicates Fahd's intent to publicly dis
tance Saudi Arabia from the United 
States. 

Kissinger and Rio de 
Janeiro 's racketeers 

The world-famous "Carnaval" in Rio 
this year is the scene of a peculiar battle 
over who wil l  become the next governor 
of the state of Rio and the master of its 
notorious crime syndicates . I srael Kla
bin, Henry Kissinger's "man from Rio" 
is making a big p lay to grab the gover
norship for himself. 

Banker Klabin sponsored Kissinger's 
November visit to Rio during which they 
plotted, with the world's other top Dope, 
Inc. bankers, Brazil 's future as a trunk 
route for moving Andean  cocaine to the 
United States and Europe (EIR, Dec. 22, 
1 98 1 ) .  The Brazi lian police, following 
their January capture of 38 kilos of co
caine which had arrived in Sao Paulo 
from Colombia via the Amazon free port 
of Manaus for refinement and export to 
Miami, confirmed that Brazil i s  now a 
big league drug route. 

The gubernatorial prospects of  the 
populist demagogue Miro Teixeira, who 
had been considered a shoo-in until Kis
singer's visit, have taken a nose dive. He 
had been Rio's all-time record vote-get
ter, thanks to the backing of Rio political 
cappi and incumbent governor Chagas 
Freitas and his personal l inks to numbers 
"banker" Aniz Abrahao David who 
projects his petty crime into mass psy
chosis through his funding of Beija  Flor, 
the most popular "samba school" in 
Rio's carnaval . 

According to the Brazi lian weekly 
Istoe, Chagas Freitas is considering 
dumping Miro in favor of Klabin as his 
candidate for governor . Isloe reports that 
the initial pressures on Chagas to do that 
came from "outside," from Brazi l 's se
curity agencies. General Octavio Med.ei
ros, Brazi l 's intel ligence chief, travels in 
the same political circles in Israel, in the 
United States, and in Brazil as Klabin . 

In response to such opposition, M iro 
Teixeira delivered in November a philip
pic against the government's "repressive 
apparatus ."  

To make matters worse for Miro ,  in 
the last  few weeks, his electoral captain, 
Anis Abrahao David, the colorful num
bers mafia chieftain ,  has had his clandes
tine casino shut down, has suffered thou
sands of his numbers sellers being round
ed up off the streets by the Federal Mili
tary Police, has had his numbers "banks" 
raided, and even two police precincts on 
his payrol l  locked up. This Lebanese
Brazi lian king-pin of petty crime had 
previously been " M r. Untouchable" in 
Rio, although his operations were in 
broad daylight. 

David's thugs still control the mass  
vote . But Governor Chagas Freitas has  a 
personal clamp on the top party struc
ture. In an expression offealty to mobster 
Chagas, Kissinger's buddy Klabin in
toned in January, "I entered public l ife 
by the hand of Chagas, and I will only 
leave it by his hand ." 

Malaysia to end 
support of Pol Pot ?  

The China Card strategy has suffered 
another setback this month as Malaysian 
Prime Minister Mohammed M ahatir 
threatened to end diplomatic recognition 
of the Chinese-run Pol Pot regime in 
Kampuchea and rebuffed visiting British 
Foreign Secretary Lord Carrington's at
tempt to work out a "compromise." 

Mahatir's threat to withdraw recog
nition of the Khmer Rouge as the gov
ernment of Kampuchea was made in re
sponse to a final refusal of the Pol Pot 
forces to accept partnership in a coalition 
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with former Prince Sihanouk and former 
Prime Minister Son Sann that would 
reach a political settlement with Viet
nam. Mahatir proposed this derecogni
tion at a Feb . I heads of state meeting 
with the other members of the Associa
tion of South East Asian Nations 
(ASEAN), Indonesia, Philippines, Sin
gapore, and Thailand.  Should ASEAN 
withdraw support for the Khmer Rouge, 
it is virtually certain that the U . N .  would 
end its seating of the Chinese-run Pol Pot 
forces who murdered 3 mill ion Kampu
cheans during their 1 975-78 rule. 

Singapore and Thailand are expected 
to oppose Mahatir's proposal, but Indo
nesia-whose population comprises the 
majority of the total ASEAN population, 
is likely to support Mahatir. The Indo
nesian government is reportedly consid
ering a proposal to open direct negotia
tions with Vietnam over the Kampuchea 
issue. According to press reports, Indo
nesia will propose partial Vietnamese 
troop withdrawal from Kampuchea in 
return for U .N .  security guarantees in 
the area. 

Syrian coup may be in the 
works 

Syrian Air Force officers and other mili
tary personnel opposed to the drug-run
ning, I sraeli intel ligence-allied regime of 
President Assad have staged a major re
bellion in Hama, Syria. Although reports 
filtering out of Syria are inconclusive as 
of  this writing, it appears that a signifi
cant effort to complete a coup d'etat is 
underway. 

According to wire service reports, 
near insurrection has broken out in 
Hama, which has been sealed off and 
partially razed by the Syrian government 
troops.  Hundreds of  people are said to 
have been ki lled as a result of the most 
brutal crackdown on  dissidents and reb
els ever enforced by Assad . In addition, 
the towns of  A leppo and Horns have also 
been sealed off as reports of full-scale 
civil war spread. 

Reported to be among the exile lead-
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ers of the rebell ion are Hammoud ,, '
Choufi,  Syria's former ambassador to 
the United Nations, who resigned over 
Syria's backing for Iran's mullahs.  Also 
involved is the family of  the late Akram 
Hourani , a Syrian Baath Party founder 
who was a powerful  landowner and busi
nessman in  Hama. Hama is one ofSyr;a's 
major industrial towns and the location 
of the country's biggest air base. 

Schmidt warns SP D on 
fascist potential 

West German Chancellor Schmidt, in an 
extraordinarily blunt interview this 
month with the Hamburg weekly Die 
Zeit. warned his Social Democratic Party 
to heed the lessons of 1 930, when the 
SPD toppled the last of  their own gov
ernments under Hermann Mtiller in a 
dispute over unemployment insurance . 
"Afterwards came Brtining, then Papen, 
then Schleicher, and then came Adolf 
Hitler . . . .  The last Social Democratic 
government was toppled because of  a 
quarrel about a minor burden on the 
broad masses of  the population, paving 
the way for something worse and after
ward something totally evi l ," Schmidt 
said. He warned against a repitition to
day of Chancellor Heinrich Brtining's 
austerity policies, adding that he suspects 
Christian Democratic Union chief Hel
m ut Kohl of  aspiring to be the new Brtin
ing. 

Schmidt insisted that the current mess 
in the SPD does not represent the true 
base of the party or of the population. 
How is it possible, he asked, that 70 
percent of the German population agrees 
with my policy and yet I have problems 
with my own party? 

Schmidt openly denounced the Free 
Democratic Party for its perpetual ma
neuvering against him and its efforts to 
split the .coalition .  The FDP and its chair
man Hans-Dietrich Genscher want to 
impose a harsh austerity program, he 
said,  whereas Schmidt himself knows 
much better than the FDP the impor
tance of the trade unions.  

Briefly 

• HELMUT SCHMIDT charged 
charged in a speech Feb . 7 that 
"orthodox forces in Moscow and 
conservative forces in the West" 
are interested in install ing a new 
government in Bonn.  This is the 
first public recognition the West 
German Chancel lor has given to 
the existence of a conspiracy to 
topple him.  

• PFLASTERSTRAND, the 
Frankfurt-based radical magazine 
edited by Daniel Cohn-Bendit, 
published in its current issue a 
photo of Holger Borner alongside 
one of Hanns-Martin Sch leyer, the 
industrialist assassinated in 1 97 7  
by the Baader-Meinhof terrorists . 
Borner is the governor of the state 
of Hesse and the closest party ally 
of Chancellor Schmidt . 

• SAUDI OIL exports over the 
past six months have fallen by two 
mil lion barrels a day, to below 
their 1 976 production ceil ing of8 . 5  
mil l ion barrels .  Now London
based oil company sources say that 
Saudi Arabia will have to drop an 
additional 2 mil l ion. 

• YASSER ARAFAT, leader of 
the Palestine Liberation Organi
zation,  has offered to invite Egyp
tian President M ubarak to the next 
Arab summit regardless of wheth
er M ubarak breaks with Camp 
David, the Vienna Courier reports. 

• SOUTH AFRICA is activating 
its credit facilities with the 1M F for 
the first time in six years, accord
ing to reports. The move reflects 
South Africa's weak balance-of
payments situation, due to drops 
in income from minerals exports . 

• CORRECTION : On page 37 of 
EIR's Feb . 16 issue, Mexican oli
garch Juan Sanchez Navarro was 
incorrectly identified as a member 
of the Mont Pelerin Society . I t  is 
his associate Agustin Navarro 
Vazquez who is one of the small 
group of Mexican members. 
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Kissinger faction pushes 
'guns-not-butter' policy 
by Graham Lowry, u.s. Editor 

It  i s  the assessment of EIR founder Lyndon LaRouche, 
advisory committee chairman of the National Democrat
ic  Policy Committee, that the U nited States is currently 
heading towards a brutal transform ation into a Nazi- l ike 
war economy, closely modeled on the plans carried out 
by Nazi Minister Hermann Goering during the 1 93 6-38 
period in Germany. Under the current strategic and 
economic policies being imposed on the United States by 
financial interests in  London and Switzerland, the period 
from this spring to summer in  the United States wil l  
resemble that Goering-style mil i tarization of the econo
my, unless the present momentum of monetary dictator
ship over the United States is reversed . 

This analysis will  be extensively elaborated by M r .  
LaRouche in  a set of presentations Feb . 1 7  a n d  1 8  a t  an 
EIR conference in Washington,  D .C .  In a recent preview 
of those addresses, LaRouche emphasized that a global 
strategic shift is  under way, in which British, Swiss, and 
Venetian strategists seek to pit an autarchic " Fortress 
America" against an increasingly mi l itary-directed 
" Fortress Soviet Union,"  in a crisis-management scena
rio which co uld end in World War I I I .  The scenario 
incl udes plans to dump Ronald Reagan, replacing his 
presi dency with an "emergency government" to oversee 
N azi-style austerity and the fu ll mi l itarization of the 
economy, and reducing the United States to a colony of 
the same financial forces that p ut Adolf Hitler into 
power . 
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LaRouche's strategic assessment is underscored by 
developments intended to create the preconditions for 
putting the U nited States on a "guns-not-butter" foot
ing,  through crises internationally and an economic col
lapse resulting from the battering of the industrial sectors 
of the economy with Federal Reserve chairman Paul 
Volcker's conti nuing high interest rate policy . The Eu
ropean oligarchy is  deploying its assets in  the United 
States to orchestrate cri ses in  the Middle East, the Medi
terranean, Central America and the Caribbean-to build 
the climate for wieldi ng domestic emergency powers and 
imposing a mi l itarized " Fortress America" austerity re
gime.  

A coordinating role for that effort has been assigned 
to Henry Kissinger and his associates at the Georgetown 
Center for Strategic Studies (CSIS) and in the Committee 
for the Free World (CFW).  Kiss inger himself, who cur
rently works o ut of CSIS ,  began sounding the alarm of 
America's "deteriorating" strategic position last month 
in  a series of op-eds in the New York Times and in a 
keynote address to a CFW conference in Washington,  
insisting that the Reagan administration adopt a tougher 
confrontationist policy toward the Soviet Union.  

With the Reagan administration's  endorsement of a 
future mi l itary bui ldup,  coupled with further domestic 
austerity in  its 1 98 3  budget proposals, the stage has been 
set for the Goering-style subj ugation of the United 
States . In a lead editorial Feb . 7, the New York Times 
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openly put forth the "guns-not-butter" policy, arguing 
that the administration could have its proposed arms 
buildup if it implemented massive cuts in social pro
grams. 

But beyond the budgetary side o f  this policy,  as 
LaRouche has emphasized, Fed chairman Volcker' s in
terest rates will  be used to further gut the civilian econo
my and channel remaining credit and physical resources 
i nto mil itary spending. A staff specialist l inked to Repub
lican leaders on the Joint Economic Committee com
mented recently that as long as real interest rates stay 
high, another $ 1 00-$ 1 50 bil l ion can be " freed up"
drained away from consumer sectors (primarily housing 
and auto production) and redeployed into the defense 
sector .  

"We're already moving the resources," the J EC 
source said. "The high interest rates have guided the 
restructuring, and m uch of it has already been accom
plished ."  He added, however, that interest rates "have to 
stay high to ensure the success of the defense-capital 
spending buildup ."  

Precisely that policy is embedded in President Rea
gan's budget message to Congress, released this month 
with his spending proposals for 1 98 3 ,  stating that "inter
est rates over the next several years wi l l  fal l  less rapidly 
than we had originally anticipated" and proj ecting con
tinuing high interest levels until at least 1 986 .  At the 
same time, Secretary of Defense Caspar Weinberger has 
submitted to Congress a plan to spend over $ 1 .6 tril l ion 
during fiscal years 1 98 3-87 . While high interest rates wil l  
continue to bankrupt the consumer-durable and other 
sectors of the economy, sustained defense o utlays wil l  
complete the transformation to a mil itarized economy, 
with only those industries eligible for significant defense 
contracts surviving . 

A report issued this month by the Northeast-Midwest 
Congressional Coalition,  a predominantly liberal Dem
ocratic grouping in the House, projects that j ust such a 
military restructuring o f  the economy, absorbing the 
remains of the civilian economy and its ski lled labor 
force, wil l  result from the Reagan administration's fiscal 
policies . The coalition's report adds that a defense-dom
inated economy won't work witho ut the proper "labor 
policy," as designed by MIT economist and policy advis
er to the l iberal Democratic leadership,  Lester Thurow, 
an advocate of "incomes pol icy" austerity and wage
gouging.  

I n  preparation for " Fortress America ,"  LaRouche 
has pointed out, wage-price controls are on the drawing 
boards, to drive down real wages and begin a new phase 
in the downward recycling of the labor force. The trade 
unions are slated for destruction within this process,  
already being advanced by the coalition of  M althusian 
liberals and financial operatives in the Dem ocratic Par-
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ty's National Committee, and by AFL-CIO President 
Lane Kirkland of  the Trilateral Commission .  

The  military buildup sought by these born-again 
Goerings is  not an overall upgrading of industrially and 
technologically based defense capabilities, LaRouche 
warns, but "cheap weapons, stamped-out junk ,  and elec
tronic gadgetry ."  M oreover, the capita l  to be drained off 
i nto military spending wil l  not even benefit the arms 
producers themselves. Only the British,  Swiss, and Vene
tian financiers stand to gain .  

Haig's role 
I n  shaping the political climate for " Fortress Amer

ica ,"  Kissinger's former underling, Secretary of State 
A lexander H aig, is  stepping up his confrontationist 
antics in foreign pol icy, both to generate the crises to be 
used as triggers for mil itarizing the economy, and to 
force a break with A merica's  European al lies which wil l  
also feed a "go-it-alone" mentality i n  the U n ited States . 

I n  a Feb. 8 i nterview, H aig raised the prospect of 
direct U . S .  m i litary intervention in  the Central Ameri
can crisis, declaring that region far more vital to U . S .  
strategic interests than Vietnam was. The next day, 
pursuing the track laid down by Kissinger at last 
month's Committee for the Free World conference, 
H aig announced at the M adrid conference on European 
security and cooperation that the U n ited States would 
not conclude any agreement with the Soviet bloc "while 
the foundation for that structure i s  being undermined in 
Poland ."  

Haig followed up on Feb . 10  with a move aimed 
both at the Soviets and at West German Chancellor 
Helmut Schmidt's policy of detente and economic co
operation with the Soviet Union,  when he issued a 
denunciatism of the huge Siberian-West German natu
ral-gas pipeline proj ect, which Kissinger earlier de
manded be stopped. 

The European oligarchy is  also fueling an indepen
dent "third way" role for Europe, with the aim of  crisis
managing the i ntensifying conflict between the U nited 
States and the Soviet U nion .  In a near re-run of earlier 
furor over implications that the U nited States accepts 
the notion of l imiting a war with the Soviets to Euro
pean soil ,  the European press is  currently howling over 
President Reagan's approval Feb . 8 of Weinberger's 
plan to resume large-scale production of  chemical war
fare weapons.  

The rationale that chemical warfare provides yet 
another option short of nuclear weapons for escalation 
from conventional conflict, is  being read in Europe as 
another "l imited warfare" variant to be used in the 
European theater . That perception is  intended to feed 
European i nclinations to distance themselves further 
from a strategic partnership with the U nited States . 
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State Department 

The actual stakes in 
Central America 

by Dennis and Gretchen Small 

Secretary of State Alexander H aig has renewed his year
old com pulsion to embroil American armed forces in  the 
deteriorating Central American theater .  H aig loudly 
reiterated that he would not rule out any policy options, 
including ordering American troops into El Salvador to 
fight the leftist guerri llas there. He told the New York 
Times Feb . 8 that Central America is far more vital to 
U .S .  strategic interests than Vietnam ever was, and in
toned, in a credible imitation of Henry Kissinger: "This 
is a profound challenge to the security of our hemi
sphere ."  At the same time, congressional sources leaked 
to the press that a llied Argentine mil itary forces were 
already deployed in  El Salvador to aid the Duarte J unta. 

As he has for the past year, H aig coordinated his 
provocative rem arks with those of El Salvador's insur
rectionary left-with whom he has kept in close touch 
via the "good offices" o f the Socialist I n ternational . Last 
week, Ruben Zamora, the " foreign minister" for the 
FDR/FM LN guerri l las ,  told a Washington press con
ference that "it will take 30,000 M arines to maintain the 
[Salvadoran] government in power. The problem would 
be how to get out. If the M arines intervene in El Salvador 
the war wil l  become a Central American war, [because] 
we will  region alize the . conflict ."  The same Socialist 
Zamora met with H aig's Latin America specialists at the 
State Department in late 1 98 1 .  Shortly thereafter, H aig 
himself held a lengthy tete-a-tete with the Socialist Inter
national 's  top Lati n America specialist and Zamora's 
boss , the Spaniard Felipe Gonzalez. 

The Eastern Establishment news media are now giv
ing massive coverage to the El Salvador war, con stantly 
playing up the likelihood of the U nited States getting 
involved in a new Vietnam . Day in and day out,  Ameri
can readers are being besieged with "debates" over 
whether or  not the Reagan administration wil l  send 
troops to El Salvador, or "on ly" increase mi l itary aid 
there. 

If H aig has his way, American soldiers will see action 
in Central America-not because he wants to end the 
state of insurrecti on there, but in 'order to extend it and 
make it bloodier. H aig is  a known proponent of  the 
philosophy of depopulating Third World areas like Cen
tral America through such provoked wars. Whether or 
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not he achieves this will depend in large measure on 
opposition to his "population wars" pol icies coming 
both from within the Reagan administration and from 
allies in  the area . 

Mexico 's  role is particularly important. Three times 
in the course o f  1 98 1 ,  when H aig attempted to blow up 
Central A merica i nto a strategic crisis, Mexican Presi
dent Lopez Porti l lo , deployed Mexico 's  diplomatic and 
economic weight with various "players" in the region to 
pul l  El Salvador back from the brin k .  But now M e�ico is 
pinned down by its own problems :  economic warfare is  
being run against the peso by Wall Street financial 
interests, and political unrest is surrounding the transi
tion to a ,new presiden'tial administration at the end of 
this year.  The res ult, for the moment, has been to leave 
the area wide open to the gameplans of H aig and his 
Socialist International all ies . 

Conservative political ci rcles in Washington,  such as 
those around Sen . Jesse Helms ( R-NC),  have reacted to 
this picture of a prolonged, no-win meatgrinder war in  
Central America, by blaming "do-nothing l iberals" en
crusted in the Reagan admin istration .  On Feb . 2 ,  a mixed 
group of some of these self-proclaimed conservatives
many of them friends of H aig-marched in for a meeting 
at the White H o use, Capitol Hi l l  sources told EIR, to 
"scream at Reagan for being soft in Central America ."  
The  head of the  Fabian Society's  Heritage Foundation, 
Ed Feulner, led the team, which included Senator Helms, 
James Baker I I I ,  and an editor from Irvi ng Kristol 's  
Public Interest m agazine.  

Two days later , U . S .  ambassadors to the United 
Nations and the Organization of American States, Jeane 
Kirkpatrick and William M iddendorf, respectively, con
vened an "in-house," half-day discussion on Central 
America for 1 00-plus administration personnel and area 
specialists . Dominating the demands for action from the 
gathered experts were proposals for immediate bui ld-up 
of  the Salvadoran army. Am ong the latter were that 
some 200-300 American helicopters-over the current 

' 8-be sent; the rapid-patrol boat force in the G ulf  of 
Fonseca bordering El Salvador, H onduras and Nicara
gua be beefed up; the H onduras-Nicaraguan border be 
sealed; and a permanent satel lite stationed over the area 
for reconnaissance. 

Democratic Party leader Lyndon La Rouche re
sponded to these developments by agreeing with Helms 
and Co.  on the urgen t need to stabil ize Central America, 
but warned that their information and intell igence eval
uation of the situation there is  entirely wrong . LaRouche 
identified H aig's State Department, the Socialist Inter
national ,  the Jesuits, and the M ossad-linked American 
company United Brands, as the key destabil izers . He 
called for the immmdiate firing of  Thomas Enders and 
U . S .  Am bassador to El Salvador, Deane H inton ,  as the 
first necessary step toward stabilizing Central America. 
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Federal Reserve 

Volcker rides herd 
. over the Congress 

by Susan Kokinda in Washington 

In his appearances before the House and Senate Banking 
Committees during the week of Feb. 8 ,  Federal Reserve 
Board Chairman Paul Volcker had Congress eating out 
of his hand, despite a few, significant new attacks on Fed 
policy .  Most notable, in the latter respect , was a letter 
circulated to fellow Senators by M o ntana Democrat 
John Melcher . But apart from Melcher' s statements, 
which motivated a reintroduction of his resolution to 
cause the President and the Federal Reserve Board to 
consult and bring down interest rates, the other expres
sions of alarm over Volcker' s high i nterest rates were 
accompanied by calls for further austerity . 

I n  his first round of testimony on Feb . 1 0, before the 
House Banking Committe�, Volcker escaped essentially 
unscathed, although Rep . H enry Gonzalez (D-Tex . )  an
nounced that he would pursue his resolution of impeach
ment against Volcker on the floor of the H ouse, and 
Rep . Stan Parri s (R- Va.)  reflected that the morning' s 
testimony bore a striking resemblance to horse excre
ment .  Those sentiments were overshadowed by near
universal Democratic and Republican acquiescence to 
Volcker's claim that high deficits, and hence, Reagan's 
budget, are the cause of continuing high interest rates. 
M onetarist Parren M itchell (D-Md.)  serenely comment
ed, " I f  unemployment is what it takes to bring down 
inflation . . .  I guess it wil l  be my people [blacks] who 
suffer, and that' s that ."  

Volcker met  with a few surprises in the Senate Bank
ing Committee the next day, as both Committee Chair
man Jake Gam (R-Utah), Richard Lugar ( R-Ind . )  and 
Don Riegle (D- M ich . ) .  Gam, who has been defending 
Volcker rel igiously for the past year, gave his usual 
sermon about Congress's ultimate responsibil ity for high 
deficits and high interest rates, but concluded his open
ing statement by cautioning,  "What if  we get inflation 
down to 4 percent and what if  there is no business 
community left? Where is the industrial base? Are you 
looking at real-world consequences? The time has come 
for the Fed to reassess what you are doing with your 
monetary targets ." Lugar proposed that interest rates be 
formally pegged to a point 3 percent above inflation ,  
citing t h e  abnormally high interest rates as a threat to 
any economy recovery. Riegle, whose home state has 
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been laid waste by high interest rates, said that "we are 
facing a disaster that rivals the 1 930s . . .  I think we run 
the threat of depressio n . "  

Despite these opening salvos, however, each Senator 
waS content to discuss with Volcker alternate approaches 
to austerity. 

Indeed, Democratic complacency about Reagan's  
projected $92 bi l l ion deficit, and the party leadership's 
policy of scapegoating Reagan for high interest rates, 
has left John M elcher in relative solitude in his renewed 
attempt to lower i nterest rates . H is no-holds-barred letter 
Feb . 5 to his colleagues regarding Volcker has apparently 
frightened some of  his Fed-loving colleagues away . One 
week after circulating the letter, M elcher has no cospon
sors, despite the fact that it garnered over a dozen 
cosponsors last year and received over 30 votes on the 
Senate floor.  

Below are excerpts from Senator Melcher's  Feb . 5 
letter.  

Dear colleague: 
I wil l  be offering, at the. fi rst opportunity on the floor, 

an amendment requiring that the President begin imme
diate consultations with the Chairman of the Federal 
Reserve Board on monetary policy changes that wil l  
bring about a reduction in  real  interest rates. 

These discussions are to include potential changes in 
the areas of: 

I }  Easing reserve requirements to member banks;  
2} Controll ing Federal Open M arket Committee 

activities which reduce the money supply and push up 
real interest rates; and 

3}  Lowering the Federal Reserve discount rate to 
member banks.  

The President wi l l  also be required to report back to 
Congress within 30 days on the results of these consulta
tions .  

Neither can h igh i nterest rates be blamed entirely on 
the current budget deficit.  The Congressional Budget 
Office estimates that $60 bil l ion of the predicted 1 982 
budget deficit has been caused by the two mil l ion lost 
jobs and tho usan ds of business fai lures over the last 
several months. And we k now that these lost jobs and 
businesses are the result of prolonged high interest rates . 

We need to increase savings to reducefederal deficits, 
but we are going in the wrong direction. It is no use to 
continue debating which comes first, the chicken or the egg. 
Inflation has dropped, and so should interest rates [empha
sis in original ] .  

Today's high-interest rates are t h e  direct result of  
conscious policy choices by the  Federal Reserve Board. 
Chairman Volcker admits the Board has manipulated 
the money supply to dampen business activity and sur
press the economy. H igh unemployment i s  the "bul let" 
that Paul Volcker thinks we have to "bite" in the fight 
against inflation .  
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Abscam 

The Weinberg death 
could boomerang 

by Anita Gallagher 

Abscam-the i l legal "sting" operation of the U . S .  J us
tice Department and FBI against Congressmen and Sen
ators-has started to look like a live explosive that 
boomeranged into Justice' s front lobby . On the eve of  
expulsion proceedings against Sen . H arrison Will iams of  
New Jersey, currently scheduled for Feb . 23  in  the  Senate, 
a series of legal motions made by Will iams's fel low 
Abscam victims ensures that the Justice Department 
must sacrifice some part of  its elaborately constructed 
crime-creating apparatus .  The only question is  how 
much and how fast.  

The new flurry of  motions in the Abscam cases stems 
from revelations by the late Marie Weinberg ,  wife of the 
Abscam star witness Melvin Weinberg, showing that her 
husband had committed massive perj ury in the case. 
Mrs. Weinberg had delivered her charges as  sworn state
ments and also aired them on national television on 
ABC-TV's "20-20" program Jan . 2 1 .  One week later, on 
Jan . 28, she was found hanged. 

On Feb . 1 6, the Department of Justice m ust answer a 
motion by former Florida Congressman Richard Kelly 
convicted in the Abscam affair, to reopen the due-process 
portion of his trial based on Mrs .  Weinberg's  sworn 
statements. The dead woman's affidavits document ex
tensive perj ury , i llegal gift-taking, and kickbacks by con 
man Weinberg while in the employ of the FBI-with the 
knowledge and complicity of FBI agents. 

Observers note that the Justice Department has three 
option-ranging from the risky to the downright self
destructive. A great deal :s at stake; the "sting" appara
tus utilized against Senator Will iams is expected to be 
turned immediately against President Reagan 's  close 
allies and Reagan himself the minute Williams is expelled. 

One option for the government is to stonewall-deny 
all  of M arie Weinberg's charges and attempt to portray 
her as emotionally unstable . But it is hard to believe that 
the court will stand for this, and the scandal could expand 
to the highest levels of the FBI and J ustice . 

A second option is to make Weinberg the fal l  guy.  
But with decades of experience in playing double games, 
Wein berg is known to have amassed the hard evidence to 
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turn these charges against higher-ups.  
The FBI m ight also attempt a "damage control" 

approach , sacrificing Weinberg and some lower-level 
FBI  agents like John Good and Anthony Amoroso 
(named by M arie Weinberg) by admitting they got out 
of hand in Abscam . The dilemma here is that any such 
admission implicates the highest levels of the B ureau and 
Justice: FBI  Director William Webster repeatedly has 
claimed in congressional  testimony that he had day-to
day, hour-by-hour control over the Abscam proceedings. 

What Marie Weinberg said 
M arie Weinberg before her death revealed Melvin 

Weinberg's  threats, in a 1 9-page statement quoted by 
nationally syndicated columnist Jack A nderson on Feb . 
9. M arie Weinberg says her husband told her " I f  you 
tal k to anyone, they' l l  find  about your past-your 
attempted suicide.  They' l l  make you out a crazy lady . 
They' l l  take J .  R. [their son] away from you . "  M arie 
Wein berg wrote: "The bl inders came o ff. I saw M el as 
he really was. I am scared . "  

M arie Weinberg also says that t h e  F B I  agents were 
party to the threats and were conducting surveillance of 
her. FBI  Abscam agent John Good cal led her frequently 
and urged her to cooperate with the FBI after she had 
gone to Jack Anderson with proof of FBI conspiracy to 
conceal Weinberg's perjury .  Good himself proposed to 
visit her in  Florida, she says: "Suppose I come down 
next week,  Monday , 1 - 1 1 -82 .  1 have to get clearance 
from Washington. " Good did come, presumably with 
clearance, and she writes that when she refused to see 
h im :  "J . R. said that right after I left cars were riding 
around condo-strange men-saw neighbor next morn
ing-agents a ll over-watching . "  

Good w a s  frantic t o  see M arie Weinberg on Jan .  I I , 
because on Jan .  6 the Justice Department was forced to 
begin an official investigation of M arie Weinberg'S 
allegations that her husband perj ured himself and that 
FBI agents had covered up his perjury .  

I t  is clear that M e l  Weinberg h a s  in  h i s  possession 
evidence of  al l  types of FBI criminal activity . Anderson 
on Feb . 10 quotes M arie Weinberg's statement that Mel 
Weinberg recorded "the agents' compromising conver
sations ."  "He was taping al l  the agents," says M arie 
Weinberg, " H e  says . . .  I ' l l  get insurance ."  

I f  the  FBI has  a Hobson's  choice of who can  be 
b lamed for Abscam's  misconduct, what about the death 
of M arie Weinberg? If  M arie Weinberg's death is  ruled 
a suicide, her affidavits are certified in effect as  deathbed 
testimony, for which she would have no motive to lie. If 
her death is ruled m urder, then by whom? If  the FBI 
tries to pin the rap on Weinberg,  he can implicate the 
FBI agents up to the top . The FBI refused to give M arie 
Weinberg protection after her revelations,  and refused 
to investigate her death . 
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Anti-Defamation League 

Anglican elite runs 
the B'nai B'rith ADL 

by Joseph Brewda 

The same Anglican elite which u'ntil 1 939 openly sup
ported Adolf Hitler formed, funds, and controls the 
Anti-Defamation League (ADL) of the B'nai B ' rith,  
ongoing investigation by the Fact-Finding Division of  
the National Democratic Policy Committee (NO PC) has 
established. The ADL's own financial and organization
al documents demonstrate this contro l .  This fact con
firms what is otherwise clear from the behavior of A D L  
operatives: that the ADL merely a deployable group o f  
self-hating anti-Semites with Jewish n ames, eager t o  do 
anything their controllers, the M organs, Rockefellers, 
and others of  the Anglo-Episcopalian elite demand.  

In  1 979 the ADL published promotional material 
listing 1 59 individuals an d associated firms, thanking 
them for their "generous support . "  This l i sting does not 
specify the amounts contributed, but it reveals other, 
more important information .  

There are two distinct categories of  A D L  contribu
tors . Although the ADL characterizes itself as a Jewish 
organization,  the more important grouping consists of 
1 00 individuals and firms from the Episcopalian-domi
nated group that have controlled investment banking, 
the major foundations,  and most powerful Wall  Street 
law firms for generations in the United States . ,  

T h e  remaining 59 contributors named are primarily 
lawyers, film producers, real-es

'
tate operatives, and l iq

uor interests with Jewish names, many of them publicly 
known associates of Meyer Lansky and the drug mafia.  
What is  most reveali ng about the listing i s  that  a group 
of the Episcopalian family firms is  an interlocked politi
cal and financial network . This network includes the 
Celanese Corporation. Philip Morris Company. New York 
Telephone. Bristol Myers. A merican Can. Nabisco. Mor
gan Guaranty Trust. New York Life Insurance. IBM. 
National Steel. U. S. Steel. and A etna Life Insurance. 

All these firms were formed at the turn of the century 
by William M oore, a close associate of the banker J . P . 
Morgan.  Al l  are currently controlled by or l inked to 
M oore' s two grandsons:  Will iam Moore, a banker, and 
Paul Moore Jr . ,  Bishop of the Cathedral of St .  John the 
Divine in New York, and the highest-ranking Episcopal-
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ian cleric in  the U nited States . His associate, Edward 
West , Canon of  the Cathedral, is the offici al representa
tive of Queen El izabeth to the Episcopalian Church in 
the U nited States .  

Moore's grandfather launched a series of biscuit 
companies which became Nabisco . M oore went on to 
found A merican Tin,  N ational Steel ,  American Can,  the 
Chicago and Alton Railway,  and several other firms.  I n  
1 90 1 ,  in  conj unction with the M o rgan banking interests, 
Moore founded U . S .  Steel .  

Will iam , also a director of both the powerful Vincent 
Astor Foundation and of the Commonwealth Fund, 
finds time and resources to devote to the ADL. Twenty
five percent of  the board of his Banker's Trust Company 
i s  l isted as  providing "generous support" to the ADL,  
a record unparalleled by any other firm . The predomi
nance of the Moore family interests in  the ADL is  also 
a tradition . 

The A D L  was formed in 1 9 1 3  by Chicago corporate 
attorney Sigm und Livingston ,  who remained its chair
man for 20 years . Livingston was a lawyer for Moore's 
Chicago and A lton Rai lway . 

Canon West's remarks 
I n  1 978 ,  Canon Edward West reported to undercov

er investigators of  the I nternational Caucus of Labor 
Committees ( lCLC), which helped to initiate the 
N D PC ,  that he and his associates were becoming in
creasingly alarmed abo ut the ICLC and its founder, 
Lyndon LaRouche. West cited the repeated attacks by 
LaRouche and his associates on the policies of the 
European oligarchy and the identity of these policies 
with those of the Nazis.  

During the course of  the interview, Canon West 
stated that to deal with the I C LC, "We are going to 
send our Jewish friends against them . "  Shortly after 
West made this remark,  the A D L  openly attempted to 
stop the growing political influence of  the ICLC.  The 
A DL's  slander operation was centered around the for
mulation that "When LaRouche and the ICLC attack 
the British, they are really attacking the Jews . "  

Others on the list o f  "individuals a n d  corporations" 
providing "generous support and participation" in its  
activities include Leonard Abess of City National Bank 
of  M iami,  Wil l iam Anderson o f  N ational Cash Regis
ter, ' Ted Ashley of Warner Comm unications, J. Paul 
Austin of Coca-Cola, R .  M anning Brown, Jr. of New 
York Life,  Howard Clark of  American Express , John 
T .  Connor of  A llied Chemical , the Davises of  Davis Oil, 
John deButts of AT&T, Harold Geneen , former ITT 
chief, Harry Gray of U nited Technologies, Reginald 
Jones of G E, Donald Kendall  of  Pepsico, George 
Kneeland of St .  Regis Paper, Charles Luce of Con Ed, 
Wil l iam M ay of American Can,  J.  Henry Smith of 
Equitable Life,  and Wil l iam Paley of CBS .  
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Congressional Closeup by Barbara Dreyfuss and Susan Kokinda 

Administration, Hill tangle 
on water policy 
The Reagan administration's  at
tack on the traditional role of the 
federal government in  internal im
provements and basic infrastruc
t u re has run into congressional op
position in  two separate areas of 
water legislation . O n  Feb . t o, 
Transportation Secretary Drew 
Lewis presented the resu lts of the 
Waterway Users Charge Study, 
which motivates 1 00 percent cost 
recovery to the environment and 
Public Works Water Resources 
Subcommittee. Sen . James Abdnor 
(R-S . Dak . ) ,  chairman of the Sub
comm ittee, was joined by Senators 
Lloyd Bentsen (D-Tex .) ,  Jennings 
Randolph (D-W. Va . )  and M ax 
Baucus (D- M ont . )  in raising seri
o us reservations about the study 
itself and about the economic im
pact to the grain belt of vastly 
increased in land waterway ship
ping fees .  

A day earlier, in  the Water 
Resources Subcommittee of the 
House Interior Committee, the ad
ministration,  in alliance with zero
growth liberals, prevailed over the 
serious objections of Republican 
Congressmen in the mark-up of 
the water reclamation reform leg
islation which would increase the 
user fees to recipients of  federal ly
subsidized water for irrigation .  
Oppo nents of  the  administration's  
approach vow to l ink up with Sen
ate Energy Committee Chairman 
James M cClure when the bi l l  gets 
to conference, to circumvent some 
of  the administration's  more oner
ous provisions .  

At issue in  both legislative bat
tles is the administration's notion 
that the federal government should 
either remove i tself entirely from 
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infrastructural development proj
ects-such as navigation or recla
mation-or that the government 
should recover 100 percent of  the 
cost of such projects fro m  the users 
of  federal projects. Lurking behind 
the " free-enterprise" verbiage of 
administration policy is O M B  head 
David Stockman and other "post
industrial society" advocates who 
want to curtail infrastructural de
velopment as a way of curbing 
population growth and agricultur
al and industrial development.  

This was most obvious in  the 
House I nterior S ubcommittee 
markup, with Stockman and the 
administration allying with l iberals 
such as Rep . George M iller (0-
Calif. )  to defeat Manuel Lujan's  
( R .-N. M ex . )  bi l l  which would have 
allowed Western agriculture to 
continue to receive irrigated water 
at reasonable cost . Stockman and 
the l iberals p ushed for,  and won, a 
proposal for 1 00 percent cost re
covery for any farm over 960 acres . 
The cost of the water would be 
calculated by using current usu
rious i nterest rates-rather than on 
the interest rates prevai l ing at the 
time the project was bui lt .  

The same " revenue-enhance
ment" or "cost-recovery" phi loso
phy permeated Transportation 
Secretary Lewis's testimony before 
the Senate Water Resources Sub
committee,  where he argued that 
"the free m arketplace . . .  should 
decide how much and which traffic 
should go by each mode. When 
not distorted by subsidy, the mar
ketplace lets shippers decide how 
m uch of which commodity they 
will ship by which mode." Farm 
belt Senators, led by Abdnor, were 
quick to point out that vastly in
creased water transportation costs 
would force agricultural shippers 

back on the mercy of the railroads, 
or would price them out of  the 
market altogether. 

Moynihan proposes make
work schemes for unemployed 
Senator Patrick M oynihan (0-
N . Y . )  on Feb . 3 proposed legisla
tion to deal with the unemploy
ment crisis by forcing the unem
ployed into back-breaking, low
wage jobs cleaning up the nation's 
parks and railroad beds .  The 
scheme, says M oynihan,  is  based 
on the New Deal 's  Civilian Con
servation Corps, where work 
camps were set up in rural areas 
and residents of the work camps 
deployed on labor-intensive make
work proj ects . 

M oynihan made this proposal 
supposedly to solve the unemploy
ment crisis, a crisis caused in large 
part by his protege O M B  Director 
David Stockman.  

In introduci ng his bi l l  (S .206 1 ), 
which targeted particularly the ur
ban ghetto youth, M oynihan stat
ed flatly that "The work will be 
hard and the pay will be low ."  
Nevertheless, he claimed, " i t  wil l  
provide employment for our young 
people, and it will  be cost-effec
tive ."  M oynihan also claimed that 
such a program wil l  "contribute 
greatly to the conservation and 
rehabil itation of our public lands ."  

The co-sponsor of this  scheme 
in the Senate is C harles M athias 
(R-M d.) ,  one of the major  propo
nents of the Carter administra
tion's  Global 2000 Report, which 
calls for reducing the world's pop
ulation by 2 bi l l ion by the turn of 
the century . In  the H ouse, similar 
proposals have been introduced by 
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John Seiberling (D-Ohio) and 
Toby Moffett (D-Conn . ) .  

Numerous other proposals 
dealing with unemployment are 
also in the works. The Senate Sub
committee on Employment and 
Productivity of  the Labor Com
mittee will  be reviewing manpower 
training programs now in effect, 
including CET A. The Chairman of 
the Labor Committee, Orrin Hatch 
(R-Utah), recently said " It is time 
to step back and evaluate al l  of 
these programs' components, their 
effectiveness , their costs, their ac
complishments , and their potential 
to meet current demands o n  the 
labor market ."  

Congressmen back 
NASA increase 
In hearings before the Space Sci
ence and Applications Subcommit
tee of  the House Science and Tech
nology Committee on Feb .  9 and 
1 0, NASA Administrator James 
Beggs received unequivocal back
ing from subcommittee members 
in his continuing fight to safeguard 
the NASA budget from David 
Stockman's O M B .  Subcommittee 
Chairman Ronnie Flippo (D-Ala . )  
told Beggs that "congratulations 
are certainly in  order for your suc
cess in  achieving the budget level 
which has been proposed. "  Stock
man had proposed that the NASA 
FY83 budget be cut from the FY 
82 level of $6 bi l l ion .  Beggs with 
strong congressional  backing suc
ceeded in  provoking presidential  
intervention and the final  adminis
tration proposal was $6 .6 bil l ion
which leaves a l l  existing programs 
intact and on schedule, but leaves 
no room for any new starts in 
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planetary exploration . 
While Flippo voiced concern 

over the lack of  new planetary 
starts, he said that even holding 
the l ine o n  the budget had to be 
viewed as a victory in difficult eco
nomic times. Throughout the two 
days of hearings, caution was ex
pressed about keeping the civilian 
mission and goals of NASA intact, 
noting that that "there is  concern 
on the part of  the committee over 
the mi litarization of  the agency. 
While we recognize and support 
the separate milita ry presence in 
the space program,  we want to see 
that work continue for civil ian re
search . " 

Congress defeats attempt to 
force Polish default 
Attempts in b oth the H ouse and 
the Senate to force the administra
tion to declare Poland in default of 
its debt failed on Feb. 9 and 1 0  as 
leaders of  both parties j oined with 
the administration to defeat the 
amendments. Rep .  Jerry Lewis (R
Calif.)  and Sen . Patrick M oynihan 
(D-N . Y . )  offered amendments on 
two succeeding days to the bil l  to 
increase the lending authority of 
the Commodity Credit Corpora
tion (Ccq by $5 bi l l ion .  Lewis' 
and M oynihan's proposals would 
have forced the administration to 
o fficially declare Poland in default 
before the CCC could make good 
on bad loans from U . S .  banks to 
Poland, which are guaranteed by 
the U . S .  government . 

O n  Jan .  29, the Reagan admin
istration waived the "declaration 
of  default" provision so that it 
could pay U . S .  banks and farmers 
without precipitating an interna-

tional banking crisis through forc
ing the Polish default .  In motivat
ing his amendment Feb . 9, M oy
nihan countered "a declaration of 
default would add to the financial  
and economic pressure on the Pol
ish j unta and on the Soviets who 
helped to install it . "  Amendment 
supporter Jesse Helms ( R-N . Car .)  
attacked the administration posi
tion as  "not my idea o f  a policy 
that the American people would 
have expected the administration 
to permit when they elected Ron
a ld Reagan to the Presidency . . . .  
The A merican people would wish 
to know the names o f  the banks in 
the United States who have seen fit 
to lend money to the dictators i n  
Poland . "  

Speaking in opposition to 
M oynihan was Senate Banking 
Committee Chairman Jake Garn 
(R-Utah),  who conceded that 
Moynihan's course of  action might 
eventually be proven right, b ut 
that the international financial ef
fect and implications for the 
NATO all iance h ad not been suffi
ciently analyzed . Garn announced, 
however, that he was preparing 
extensive hearings o n  the subject 
in the Banking Committee . M ary
land Sen. Charles M athias spoke 
out against the amendment, saying 
that "it  wil l  be the government of 
the Federal Republic o f  Germany 
which will bear the cost [of a Polish 
default] . . . .  I think it would be 
taken as  a step that would strike a 
blow at the unity o f  the Western 
al l iance. " 

The Senate vote was 39 for the 
M oynihan amendment and 55  
against, with 1 9  Republicans j oin
ing 20 Democrats on the affirma
tive side. I n  the House the Lewis 
amendment was defeated by a vote 
of 1 52 to 256 .  
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National News 

DOS to participate in 
Club of Rome conference 
Robert Hormats, the Assistant Secretary 
of State for Economic and Business Af
fairs, will be a featured speaker at a Mar .  
2 conference in Washington,  D .C .  spon
sored by the U .S .  Association for the 
Club of Rome. 

The conference will celebrate the 
tenth anniversary of the release of the 
Limits to Growth document, and will be 
keynoted by Aurelio Peccei, who found
ed the organization on orders from 
NATO. Elliott Richardson, former Am
bassador to the Court of St. James, and 
Sen . Claiborne Pell of Rhode Island wil l  
join Hormats on  a panel discussion .  

A spokesman for the Club of Rome 
said Feb . 10 that he was "delighted that 
the U.S. government would officially 
recognize and participate in our confer
ence," asserting that H ormats would 
speak for the Reagan administration and 
had been assigned to the event fo llowing 
a formal request to the White H ouse and 
the State Department. Hormats "is sym
pathetic to our work," he stated, adding 
that the administration and the Club of 
Rome are "not as far apart as it might 
appear." 

Opposition mounts to D.C.  
euthanasia bill 
The Feb . 9 issue of the Washington Afro
A merican ran a page-one banner head
line "Protests Against 'Natural Death' 
Grow." The article broke the Washington 
Post-imposed blackout on the effort to 
legal ize euthanasia in the nation's capital 
by means of D.C .  Act 4- 1 1 5 ,  "The Natu
ral Death Act of 1 98 1 ." The law will ja i l  
and fine physicians who refuse to accede 
to "living will" requests to cease medical 
treatment for a patient. 

The Washington Afro-A merican re
ports on the growing recognition among 
Washington citizens that they had been 
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hoodwinked by the Post and other sup
porters of  legalized murder and popula
tion reduction .  The article reports that a 
resolution of disapproval by which Con
gress would overturn the legislation "is 
strongly supported by the Rev. Cleve
land Sparrow, head of the District Chap
ter of the Moral M ajority, and also by 
the Federation of Citizens Associations 
of the District of Columbia . . . .  Several 
critics of the legislation have maintained 
that low-income people might be pres
sured to sign such a document [a "l iving 
wil l"] because of worries over the cost of  
prolonged medical treatment ."  Also 
quoted is  Stephanie Ezrol of the National 
Democratic Policy Committee, charging 
that the bill could be "genocidal" in its 
effect . Washington's residents are pre
dominantly b lack . 

Did Donovan slanderer 
hand out dynamite? 
Mario M ontuoro, the principal witness 
for Abscam Prosecutor Thomas Puccio 
against Labor Secretary Ray Donovan , 
provided the cover necessary for an as
sociate of  the terrorist- l inked Institute 
for Policy Studies to obtain a license to 
use explosives, EIR has learned. Licenses 
are required for construction workers 
who use dynamite for blasting. 

Montuoro wrote a letter of  reference 
in 1 976 as Secretary-Treasurer of Labor
ers Union #29 for Ted Katsaros and three 
other individuals .  To date no record has 
been found that the four belonged to the 
union . 

" I  have known M r. Katsaros for sev
eral years and found him to be reliable 
with good character and working hab
its ,"  Montuoro wrote to the Department 
of Combustibles of the New York City 
Fire Department. Katsaros became a 
leading anti-Teamster "dissident ." 

M ontuoro has been convicted of, 
among other things, possession of hero
in. He was acting as a Justice Department 
agent within Laborers Union #29, and in 
1 980 was a source for the radical maga
zine Mother Jones 's slander of the Labor-

ers Union as "mob-controlled ."  He has 
claimed that he only recently became 
associated with I PS-connected dissidents 
in the union.  

Mrs. Kissinger : 'Do you 
want to get slugged?' 
The Daily Journal. New Jersey's oldest 
newspaper, reported Feb . 8 that a pro
nuclear-power activist fi led a police com
plaint Feb. 7 against Nancy Kissinger, 
claiming she was assaulted and threat
ened by her in Newark Airport. Newark 
police have issued a summons against 
Nancy Kissinger for "simple assault ." 

"Ellen Kaplan of New York City told 
Port Authority of New Y ork and New 
Jersey pol ice she was grabbed by the 
throat by Mrs .. Kissinger after she had 
asked Henry Kissinger, the former Sec
retary of State, a question regarding his 
personal l ife ." the paper reported . 

" 'She wanted her [Mrs .  Kissinger] 
arrested , but she was already on her way 
to Boston , '  said Peter Monaghan , a Port 
Authority spokesman.  ' I 'm  sure that if 
we got to M rs. Kissinger right away, she 
would have been detained . '  " 

The article quoted Kaplan as saying 
that immediately after the pro-nuclear 
organizer asked Mrs. Kissinger a ques
tion ,  " 'Nancy ran up to me and grabbed 
me by the throat and asked, "Do you 
want to get slugged?" , " 

AFL-CIO linked to 
arrested Italian terrorist 
A spokesman for the International Af
fairs Department of the AFL-CIO con
firmed Feb . 9 that the federation had 
extensive contacts with Luigi Scricciolo, 
a leader of  Italy's UIL labor confedera
tion, arrested this month for member
ship in the terrorist Red Brigades. 

According to the source, both AFL
CIO International Affairs di rector Er
nest Lee and his assistant, Mike Boggs, 
had contact with Scricciolo,  who at the 
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time of his arrest headed the Internation
al Affairs Department of the Social ist
l inked U IL. "Mike Boggs was running 
around here last week telling people 
'you'll never believe this one,' " said a 
source at AFL-CIO headquarters . 
" 'Benvenuto's right-hand man has been 
busted as a Red Brigades terrorist ! '  " 
Georgio Benvenuto is the head of the 
UIL and reportedly a close friend of 
Boggs . The AFL-CIO worked with 
Scricciolo most recently on  joint work 
around support for the Solidarity union 
in Poland. 

Scricciolo reportedly sent an angry 
letter to Lee's office demanding to know 
why he had not been invited to the AFL
CIO convention two months ago. 
Sources at the AFL-CIO headquarters 
report that a decision was made to not 
invite any I talian unionists to the conven-· 
tion , for the first time in memory . No  
explanation was ever given , but i t  has 
been confirmed that the order was given 
by I rving Brown , the he au of the AFL
CIO's Paris office, who helped create the 
UIL union in the 1 940s. Brown arrived 
Feb . 9 in Washington on an "emergency 
visit ." 

Labor group formed for 
Williams defense 
Two Atlantic City, New Jersey union 
leaders issued a call  on Feb . I I  for the 
formation of a "National Labor Com
mittee to Defend Harrison Williams," 
the Abscammed New Jersey Senator, 
who is a pro-labor Democrat . The lead
ers are Robert Cericola, Secretary-Treas
urer of  Teamsters Loca1 3 3 1 ,  and Will iam 
Toland, President of  Local 1 447 of the 
International Brotherhood of Painters . 
and Allied Trades and President of the 
International Conference of Sign , Dis
play, and Al lied Trades . 

They announced their intention to 
take part in a day of national lobbying 
on Capitol Hill Feb. 19 on Will iams's 
behalf. They are also circulating a peti
tion nationwide for endorsement by 
union officials and friends of labor, and 
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meeting with New Jersey legislators . 
The petition reads in part: " Processes 

such as Abscam, where a public official 
or an average citizen can be targeted, 
indicted, tried, convicted, and sentenced 
in the press, m ust come to a halt . We are 
entering the most peri lous times for both 
the union movement and for the coun
try . . . .  We must therefore have the free
dom to publicly assemble, to air our po
litical opinions, and to conduct private 
business such as the literal building of 
this country free from harrassment and 
terror campaigns run by shadowy forces 
behind the scenes . . . .  We either rise to 
[Will iams's] defense in  a unified fashion, 
across the nation, from the bottom to the 
top of l abor, or we should not be sur
prised to hear the knock at the door 
saying we're next .  . . .  " 

Texas Speaker Clayton 
sues FBI Brilab agents 
Texas Speaker of the House Bi l ly Clay
ton,  a "Roosevelt Democrat" who was 
acquitted in 1 980 of  an FBI Brilab frame
up against him, filed suit for damages in  
Houston Feb . 8 against the  Prudential 
I nsurance Company of America and two 
FBI undercover agents. 

C layton contended that the collabo
ration between Prudential and the FBI  
led to  "great publ ic  humiliation and em
barassment" which damaged his political 
career. He is shortly to retire from his 
position as State H ouse Speaker. The 
FBI undercover agents named in the suit 
are M ike Wacks and Larry Montague, 
who posed as Prudential Insurance em
ployees in the "sting."  

Clayton's su i t  reads in part: "Clothed 
with such authori ty [Prudential 's back
ing] Wacks and Montague, with the able 
assistance of the criminal  abilities of 
Hauser [Joe H auser, con-man used by 
the FBI in Bri lab] ,  undertook to entrap 
Clayton into an appearance of  the com
mission of violations of his public trust ." 
The suit alleges that the FBI st ing oper
ation  was knowingly calculated to "harm 
and injure innocent persons ."  

Briefly 

• JOHN CONYERS (D-Mich .) 
and 5 I other Congressmen have 
requested the left-wing Institute 
for Policy Studies, a Warburg
founded think tank,  to "undertake 
a thorough analysis of the federal 
budget" and "recommend alter
native approaches for considera
tion by Congress ." At a Feb . I I  
press conference in Washington ,  
D .C . ,  IPS staffers led by Director 
Marcus Raskin  castigated exploi
tation of  "the poor, minorities, 
women, and gays," then proposed 
a shutdown of nuclear energy and 
an emphasis on biomass . 

• THE PHILADELPHIA City 
Council voted Feb. 4 to declare 
June 9 " Dante Al ighieri Day" as 
part of  the ongoing celebration of 
the city's tricentennial anniversa
ry . Councilman James Tayoun in
troduced the resolution at the re
quest of the Lafayette Foundation 
of the Arts and Sciences, which has 
held several Philadelphia meetings 
to present to Italian-Americans the 
Renaissance influence upon 
America's Founding Fathers . 

• VICTOR GOTBAUM. a so
cial-democratic New York City la
bor leader, announced this month 
that he intends to set up an official 
work-study program for visiting 
Chinese Communist labor leaders 
in the city . Gotbaum heads Dis
trict 37 of the American Federa
tion of State, County , and M unic
ipal Employees. 

• EDMUND N. OR BECK, Alas
ka's Commissioner of  Labor, re
leased a statement last month urg
ing job-seekers not to come to 
Alaska unless they have a guaran
tee of employment. Unemploy
ment in Alaska for 1 9 8 1  was offi
cially 9.3 percent, compared with a 
national average of 7 .4 percent, 
and its cost o f  living i s  extremely 
high. 
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Editorial 

A warning to subscribers 
Many of you are continuing to receive telephone 
solicitation from an unsavory group operating out 
of Detroit which was formerly a distrib utor for 
EIR. These people are seeking subscriptions to a 
newsletter called " Producers & Investors," and in 
some cases they are soliciting business i nvestments 
of a questionable nature. 

I n  many cases these people are representing 
themselves as EIR, or are tel l ing you that they have 
purshased EIR's  subscription list. This is a l ie .  
These people have no affil iation whatsoever with 
EIR or with EIR's  founder Lyndon LaRouche. 
They threw in their lot with the evi l forces of Dope, 
Inc. and the Global 2000 genocide lobby. 

The Detroit group operates under the name of 
Inform America, Inc .  I f  you are contacted by this 
group and you are asked to subscribe to " Produc
ers & Investors," " Parity Newsletter," "American 
Labor Beacon," or to invest money in b usinesses 
such as Renaissance Printing or Computype, p lease 
advise us immediately . Do not allow any charges 
for EIR to be made payable to Inform America or 
any Detroi t-based entity . 

We are reiterating this warning, printed in small  
type at the openi ng of  several issues of EIR over 
the past months, in  response to many inquiries 
received concerning the nature and purposes of the 
Detroit group. That group i s  l in ked to circles
including the Anti- Defamation League of B' nai 
B' rith and U nited Brands' M ax Fisher-which are 
known to be associated with organized crime. A ny 
reader approached by the Detroit group for a 

"business" venture should scrutinize any invest
ment proposal extremely carefully . 

As you know, EIR has been engaged in a sus
tained war with the international interests behind 
i l legal drug trafficking and terrorism.  The success 
of our attacks was most dram atically shown by the 
Italian government's and j udiciary's  crackdown on 
the previously " untouchable" control lers of  the 
drug Mafia:  the Socialist Party and Freemasonic 
forces we identified last year in our exclusive expos
es of the Propagan da-2 scandal . 

64 National 

Indeed, the bril l iant police work that freed 
American NATO General James Lee Dozier on 
Jan . 28 ,  1 982,  h ad been made possible by the assim
i lation by leading forces in Italy of  the counterter
ror method pioneered by Lyndon H .  LaRouche, Jr .  
In  an open memorandum of M ay 9, 1 978 ,  one day 
after Christian Democratic Party President Aldo 
M oro was ki lled by the Red Brigades, LaRouche 
advised European governments to fight terrorism 
by investigating the highest-level political and fi
nancial networks that benefi t  from terrorism-all 
the way up to the British monarchy , British Secret 
Intell igence Service, and the oligarchic financial 
interests harbored in Switzerland.  LaRouche noted 
that Henry Kissinger speaks for those interests . 

Now, the I talian government, with the open 
backing of  the Vatican , h as opened up indictments 
against the heroin-running M afia and its U . S .  and 
Swiss banking connections,  making it possi ble to 
end the Red Brigades' terror once and for al l .  

EIR's  role  in these developments has incurred 
the wrath of powerful  interests .  The Oct . 22, 1 98 1  
issue of New Scientist, an outlet for the British 
Secret I ntelligence Service, described EIR as "well
organized and dangerous," because EIR had re
vealed the Club of  Rome oligarchs in the West 
behind the M uslim Brotherhood terrorists in the 
Middle East . These are the very same forces that 
work together with elements in  the Israeli M ossad 
to convert the entire Arab sector into one vast 
crossroads of  i l lega l  hashish and opium.  

The  Italian government's lawsuit against Ster
l ing N ational Bank in New York for its collusion 
in the fraudulent financial operations of accused 
dope-kingpin M ichele Sindona opens yet another 
flank . .  Steriing National,  as we reported in the EIR 
Feb. 1 6, handles all  financial dealings o f  the Anti
Defamation League of B'nai B'rith, the organiza
tion that has spearheaded dirty tricks against this 
publication and Lyndon LaRouche-in the U nited 
States by circulating the lie that we are "anti-Semi
tic ."  The slander is now exposed for what it is-a 
tactic of organized crime and terrorism . 
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EIR 
The special reports listed below, 

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

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

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

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

works in the cou nry. $250. 

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

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

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

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

p lanning and marketing pu rposes. $250. 

3. Who Controls Environmentalism? 

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

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

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

sis of major reg ional power blocs, and the envi

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

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

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

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

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

6. What is the Trilateral Commission? 

The most complete analysis of the backg round, 

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

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

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

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

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

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

of how the report's "population control" policies 

caused the V ietnam war and the destruction of 

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

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