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Congressional Closeup by Ronald Kokinda and Susan Kokinda 

House sets hearings on 
Castro-Kissinger proposals 
The House Banking and Foreign Af
fairs committees have convened a se
ries of hearings whose purpose is to 
give a public forum to Henry Kissin
ger's and Fidel Castro's proposals for 
international debt reorganization, 
greater International Monetary Fund 
surveillance, and cutting the U.S. 
budget-especially defense. 

On July 23, Kissinger made an ap
pearance before the House Banking 
Subcommittee on International De
velopment Institutions and the House 
Foreign Affairs Subcommittee on the 
Western Hemisphere. Kissinger tes
tified on his proposed "Western Hemi
sp�ere Development Institution," a 
scheme. for intensifying the looting of 
developing countries, under the aus
pices of the IMF and other suprana
tional institutions. Fidel Castro, who 
is currently sounding the alarm about 
the danger of a debt blow-out, is on 
record hailing the role of the IMF, since 
its disastrous austerity policies help 
him to gain power and influence in the 
Third World. 

On July 18, that same subcommit
tee heard from economist C. Fred 
Bergsten on "The U. S. Role in Devel
opment Banks." Bergsten sounded 
themes similar to those of Kissinger 
and Castro, arguing that IMF austerity 
had to be maintained, but that enough 
capital had to be channeled into de
veloping-sector countries "to permit 
them to maintain adjustment-cum-de
velopment policies that are sustaina
ble in terms of their domestic societies 
and that avoid disrupting the world 
ecoJ1omy as a whole." The advanced 
sector must facilitate this by cutting its 
own budgets, he declared. 
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On July 25, the hearings continue 
with the Brookings Institute, followed 
on July 30 by Federal Reserve Board 
chairman Paul Volcker, speaking on 
"International Debt and Devel
opment." 

Prior to that, during the week of 
July 15, the House Banking Commit-

r tee held hearings organized.around the 
concept, promulgated by Castro and 
others, that the United States must cut 
its own budget to prevent international 
and domestic economic catastrophe. 
Shearson Lehman economist Allen 
Sinai and Volcker, who testified on 
monetary policy July 17, argued that 
large federal deficits have been the 
cause of a "lopsided" recovery. Sud
denly, the economic community has 
discovered that there is no recovery in 
the productive sector, just as EIR's 
Quarterly Economic Report (April 
1985) documented months ago. 

House Banking Subcommittee 
chairman Walter Fauntroy (D-D.C.), 
Volcker, Sinai, and others all docu
mented the decline of employment and 
investment in heavy industry. The so
lution each demanded was further cuts 
in the U.S. budget deficit: 

Defense conferees 
reach 'compromise' 
During the week ofJuly 15. the Senate 
and House members of the Defense 
Authorization Conference Committee 
reached a series of compromise deci
sions on next year's defense bill, ac
cording to C�pitol Hill sources. Given 
a House bill which was a disaster for 
the national defense, and a Senate bill 
which was only marginally better, the 
mean struck between the two leaves 

the United States extremely vulnera
ble in the face of the Soviet war 
mobilization. 

Funding for the Strategic Defense 
Initiative (SOl) was reportedly settled 
at the figure of $2.75 billion for 
FY 1986. The President had requested 
$3.8 billion, the Senate had voted for 
$2.97 billion, and the House had ap
proved $2.5 billion. Efforts to offi
cially restrict the program to the level 
of research were rejected. However, 
the low level of funding, and the re
sulting timetable, effectively preclude 
an aggressive campaign of testing and 
deployment. 

The conferees accepted the Senate 
figure of 50 MX missiles, rather than 
the House proposal of 40 missiles. 
House language was accepted, how
ever, which makes the 50-missile cap 
permanent. President Jimmy Carter 
had originally requested 200 MX mis
siles, and President Reagan had re
ceived initial approval for 100 mis
siles, before this year's defense de
bate. The Soviet Union has an equiv
alent force of over 600 missiles. 

House efforts to prohibit testing of 
anti-satellite (ASAT) weapons, unless 
the Soviets resume testing, were re
jected. The compromise bill allows for 
three tests in 1985 and 1986. The So
viets have tested and have operational 
an ASAT capability. The United States 
has not carried out a test against an 
object in space. 

Broomfield scores 
State Dept. capitulation 
The ranking Republican on the House 
Foreign Affairs Committee, William 
Broomfield (Mich.), took to the floor 
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of the House of Representatives on 
July 17 to attack the State Depart
ment's policy of appeasement toward 
Soviet aggression. Pointing to the July 
15 incident in East Germany, during 
which a U. S. military vehicle was 
rammed by a Soviet truck and U. S. 
personnel were injured, Broomfield 
charged, "The Department of State in
sists that we must hold our tongue. 
They say we should tum the other 
cheek and try to influence Soviet be
havior by persuasion. " 

Broomfield also declared, "Re
cent information leads me to believe 
that the Department was even reluc
tant to fly the flag at half mast in East 
Germany to show our anger over the 
murder of Major Nicholson." 

The U.S. ambassador to East Ger
many at the time was Rozanne Ridge
way, who has just become Assistant 
Secretary of State fOl: European Af
fairs, replacing Richard Burt, who has 
been named ambassador to West Ger
many. Both appointments had been 
attacked by conservatives because of 
the appeasement policies pushed by 
the nominees. 

Democrats push 
trade war measures 
Democratic senators and congress
men holding key positions on relevant 
trade committees, introduced the 
"Trade Emergency and Export Pro
motion Act" on July 17. The bill will 
slap a 25% import tax on items from 
Japan, Brazil, South Korea, and Tai
wan, if those countries fail to buy more 
American goods. 

Introduced as S. 1449 in the Sen
ate by Lloyd Bentsen (Tex.), Lawton 

EIR July 19, 1985 

Chiles (Fla.), Don Riegle (Mich.), Er
nest Hollings (S.c.), Carl Levin 
(Mich.), Paul Simon (Ill.), and oth
ers, the legislation carries strong re
minders of the infamous Smoot-Haw
ley tariff which precipitated trade war 
in the 1930s and aggravated the first 
Great Depression of this century. 

House sponsors include Ways and 
Means Committee Chairman Dan 
Rostenkowski (Ill.) and Richard Ge
phardt (Mo.), leader of the Gary Hart
style Democrats in the House. The 
legislation blames the economic poli
cies of U . S. allies, rather than the IMF 
and the Federal Reserve Board, for the 
economic woes of the United States. 

Japan, Taiwan, Brazil, and South 
Korea were particular targets of the 
legislation, which would require them 
to cut their trade surpluses with the 
United States by 5% or face a 25% 
additional tariff on all exports to the 
United States starting on Oct. 15, 
1985. The legislation also requires that 
the United States begin actions on the 
General Agreement on Trade and Tar
iffs (GATT), charging Japan and the 
European Community with unfair 
trade practices. The EC would be a 
target of GATT proceedings because 
of its continued policies of supporting 
agricultural production. 

Besides the effort to undermine the 
economies of U.S. allies, simply be
cause they have adopted American 
System economic policies and the 
United States has abandoned them, the 
legislation contains dangerous provi
sions concerning the dollar. In his floor 
statement introducing the bill, Ben
tsen said, "The bill requires the De
partment of the Treasury to come up 
with a global plan to prevent fluctua
tions in our currency values." 

The International Monetary Fund, 
and its allies in VI ashington such as 
Treasury Secretary James Baker, have 
been seeking to bring the U.S. econ
omy under greater supranational con
trol, using the dollar crisis as a weap
on, and the Democrats' trade bill goes 
one step further in that direction. 

Budget negotiations 
reach a deadlock 
The House-Senate budget negotia
tions collapsed on July 18, just like 
Senate Majority Leader Robert Dole 
threatened they might. The week be
fore, Dole had threatened to deadlock 
the FY1986 budget in retaliation for 
President Reagan's agreement to res
cind the freeze on Social Security Cost
of-Living Adjustments, which the 
Senate was demanding, but the House 
voted against. 

President Reagan stated that his 
top priority was to resolve the budget 
issue, and Dole's action is a slap in the 
face to Mr. Reagan. 

Senate Budget Committee chair
man Pete Domenici (R-N.M.), ended 
the joint conference on the budget by 
saying, "We'll call you back as soon 
as we have som�thing to talk about." 
He reportedly told'Rep. William H. 
Gray III (D-Pa.), his House counter
part, "We'll see you at the end of the 
year. " 

Earlier in the day, the Senate had 
rejected a House proposal to cut an 
additional $24 billion in domestic 
spending over three years, while mov
ing closer to the Senate and White 
House demands for a defense budget 
that would allow the Pentagon to at 
least cover the full impact of inflation. 
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