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REAL/IT 
CATCHES 
UPW/TH 

THE 
MYTH-

MAKERS 
• "One-third of a nation," to use FOR's famous phrase, "is ill-clothed, ill-housed, 
and ill-fed" again today, as in the 1930s. The good news about the "Reagan 
recovery" is that the official unemployment rate is way down. The bad news is that 
the figures are faked, and represent displacement of the workforce into low-pay, 
low-benefit jobs, or involuntary part-time jobs. It represents personal credit-card 
debt, jobless workers without unemployment benefits, hungry persons without food 
stamps, underemployed or unemployed workers seeking food charity, homeless 
persons, and rapidly growing poverty. 

• One year ago, EIR warned that the U.S. physical economy would begin a 15-
25% annual rate of decline sometime in 1986. We argued that such a decline 
could be slowed, by available political means, but even if slowed, would not be 
held back beyond the last quarter of the year. In June, the first evidence came in 
confirming our prediction. In December, again, we were right on the button. 

• The political climate in which the administration has been able to peddle the 
lies that underpinned the recovery myth has itself changed. 

·
November's mid-term 

elections were a crushing defeat for candidates, especially Republican Party sen
atatorial candidates, who were identified by the electorate as supporters of the 
administration's economic policies. 
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From the Managing Editor 

T his week's issue goes to press as President Reagan is preparing 
his State of the Union speech, and as West Gennan voters are set to 
go to the polls in one of the most fateful elections in Gennan history . 
These two developments, and the swirling factional battles surround
ing them, have placed the world at a turning point. 

One year ago, on Jan. 29, 1986, Lyndon LaRouche delivered his 
own "State of the Union" speech in Arlington, Virginia, several days 
before the President's. Published in EIR under the title "Economic 
Blowout in 1986: the Real State of the Union," LaRouche's address 
blasted the President's illusion that "the magic of the marketplace"
and the Gramm-Rudman amendment-would reverse the worst eco
nomic crisis in postwar history. He outlined the steps toward a high
technology industrial buildup which could be taken immediately, 
instead. 

Our cover story this week (p. 32) documents the results of the 
failure to implement LaRouche's recommendations. Drawn from 
EIR' s just-released fourth-quarter 1986 Quarterly Economic Report, 
it shows that the U.S. economy has undergone a phase change in 
recent months. Whereas in the past, industrial workers who were 
laid off tended to be rehired in the "service sector"-albeit usually 
at lower pay levels-now the collapse of industry has reached the 
point that it is taking the service sector along with it. For each 
industrial job lost, two to six jobs are lost in service occupations. 
Millions are living below the poverty line, and millions more are 
right on the edge. 

The lead article in our Economics section (p. 4) details the admin
istration's continuing blindness-or worse-in the face of this cri
sis, thanks to the evil influence of Wall Street's Donald Regan. And 
in the National section, Webster Tarpley evaluates the factional 
battle in Washington, with exclusive coverage of Secretary Wein
berger's effort to tilt the balance against those who would destroy 
the nation's defense. 

On the eve of the Gennan elections, Lyndon LaRouche has 
contributed an analysis of the debate over Gennany's national iden
tity (p. 44). Next week we will have a full evaluation of the election 
result, and the impact of the Patriots for Gennany party in shaping 
the future of the Western alliance. 
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Donald Regan topples 
the U.S. debt pyramid 
by David Goldman 

Federal Reserve chairman Paul Volcker succeeded in low
ering commercial banks' prime lending rate by 2% between 
January 1985 and 1987 , delaying a crash of several trillion 
dollars' worth of bad debt in the U . S .  economy, through one 
means: The United States imported $ 1 50 billion worth of 
capital from abroad in each of the past two years . In real 
economic terms , the United States must import, net, one
fifth of its physical consumption; in financial terms, it imports 
two-fifths of what economists inappropriately call "savings ."  

It i s  fair to expect that the cessation of capital inflows, let 
alone a mass exodus of foreign funds, would knock U . S .  
interest rates back up b y  2 %  almost immediately, and that 
mass withdrawals of foreign capital could push U.  S .  rates 
well into the double-digit range that Volcker introduced dur
ing 1979-83 .  

That is  the sort of  fire with which White House Chief of 
Staff Donald Regan, Treasury Secretary James Baker, and, 
indeed, President Reagan are now playing . Either no one has 
explained to Regan that the real estate market, the thrift 
institutions ,  major portions of the commercial banking sys
tem, and other categories of debt, will come crashing down 
with a 2% rise in interest rates; or he is doing all of this on 
purpose. What is unique about the emerging crisis is the fact 
that trillions of dollars worth of debt are in immediate jeop
ardy. 

A vast transformation of the dollar-based financial system 
has taken place during the past four years , in which ordinary 
commercial bank or thrift-related lending has disappeared, 
in favor of the polymorphous substitution of tradable securi
ties . The premise of this activity is simple: The capital base 
of the banking system is exhausted by bad loans, and the 
banks are terrified of depositor runs. To avoid raising addi-
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tional capital , or becoming more dependent on short-term 
deposits , the banks have constructed a multitrillion-dollar 
detour. That is what Donald Regan, one of the principal 
architects of this system, has thrown onto the fire, through 
the competitive devaluation of the dollar. 

The detonator: S&Ls 
Edwin Gray, chairman of the Federal Home Loan Bank 

Board, made the issue especially poignant in testimony be
fore the Senate Banking Committee on Jan.  21 , in which he 
revealed that the deposit-insurance reserve for the $890 bil
lion savings and loan system had fallen to a mere $ 1 .9 bil
lion-less than one-fifth of a percent of insured deposits . In 
fact, the FSLIC is insolvent, Gray explained: The shrunken 
fund guarantees over $2 billion worth of loans to bankrupt 
savings and loan institutions made by the regional Federal 
Home Loan Banks . If the loans are not repaid, the regional 
banks will call the loans , and the FSLIC will be unable to 
make good on its guarantee. Matters are even worse than 
that: 347 savings and loans are now losing $2 billion per year, 
and there is already an additional $2 billion worth of emer
gency requests on Gray's  desk . 

Estimates of what the FSLIC must pay out to depositors 
to wind up the affairs of bankrupt S&Ls vary enormously; 
last year, it paid out $ 1 .5  billion, by postponing billions of 
dollars worth of problems, merely through permitting insol
vent institutions to continue to function . However, the $25-
75 billion estimates in circulation will change according to 
interest-rate levels .  S&Ls began failing in the early 1980s , 
when the combination of banking deregulation and astronom
ic interest rates threw them into losses . Most of them hold 
substantial portfolios of old low-interest mortgages, and when 
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their average interest-income falls below their cost of funds, 
they bleed to death. 

The Treasury is currently lobbying for a plan to recapi
talize the FSUC "off-budget," that is, by issuing bonds against 
the FSUC's assets in troubled S&Ls, and by assessing 
healthier S&Ls a higher insurance premium to rebuild the 
FSUC's reserves. Ironically, the savings and loans bitterly 
oppose the plan. Under banking deregulation, an S&L that 
wants to avoid higher premiums to the bankrupt FSUC, can 
switch to commercial-banking status, and leave the system 
entirely. (At the same time, commercial banks which want 
to deal in securities can give up their banking charters, as 
Chase Manhattan and Morgan have threatened to do, and 
become finance companies.) 

It is not clear that the Treasury's plan will work in any 
event, for the simple reason that the remaining solvent thrift 
institutions have already threatened to desert it; whether any
one would buy the bonds is another question entirely. 

However, the unstated premise of any discussion of this 
trillion-dollar problem is: Will $ 1 50 billion in foreign capital 
continue to enter the United States each year? Washington's 
suicidal behavior respecting the present competitive deval
uation of the dollar indicates a strongly negative answer. If 
the Japanese and others stop replenishing the U.S. capital 
markets, and interest rates shoot up, the Treasury's proposed 
$25 billion over five years, will have about as much impact 
as a pea-shooter against a charging rhinoceros. 

The real estate crash 
EIR's first Quarterly Economic Report of 1986 calculated 

that at least $100 billion of bad commercial real-estate assets 
were sitting on the books of savings and loan associations, 
and that an additional $ 1 50 billion stood to go sour after "tax 
reform" eliminated most of the reasons such projects were 
built in the first place. 

An unofficial calculation of the thrift industry's perfor
mance during the third quarter of 1986, conducted by the 
Federal Home Loan Bank Board in early October, shows a 
net loss for the entire industry of $257 million. What the 
actual loss might be is far from clear; an early FHLBB pro
jection showed a net profit of $500 million. The three-quart
er-billion-dollar swing into the red was attributed to the late 
arrival of data from the devastated Texas thrifts. However, a 
wave of billion -dollar bankruptcies in Texas, California, and 
Florida during the fourth quarter, will increase the losses 
drastically. Virtually all of this is due to collapsing real-estate 
values. 

The price of prime commercial property-including the 
Manhattan market-will fall by at least 25% in the next year, 
and perhaps considerably further. The only reason values 
have not already collapsed, is that lower interest rates have 
lowered the carrying costs of bad real-estate debt; a return of 
interest rates to January 1985, let alone January 1980 levels, 
will cause it crash. 
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The worst of it is that the S&Ls, as major holders of 
problem properties, have maintained real-estate values at 
artificial highs, by keeping bad loans on their books. As they 
are forced to liquidate such loans, they will force more prop
erty onto the market, collapsing the value of other properties, 
and forcing rents down. The self-feeding cycle will make life 
exciting for the bank regulators for some time to come. 

In fact, the effect on the savings banks' own portfolios, 
terrible as it is, may be trivial compared to the problems for 
the federal government, which has guaranteed almost $ 1  
trillion of paper backed by home (as opposed to commercial) 
mortgages. Although commercial real estate is much worse 
off than residential real estate, the collapse of the entire 
market will rapidly engulf first multi-family, then single
family, real-estate values as well. 

Uncle Sam gets the bill 
The capitalization of the federally sponsored agencies is 

trivial relative to the potential demands upon them. The Fed
eral National Mortgage Association has $92 billion in debt, 
and only $ 1 . 3  billion in capital. Losses in excess of that will 
presumably be borne by the Treasury. 

A study released Sept. 25 by the Committee on Govern
ment Operations of the U. S. Congress warned that "faulty 
and fraudulent appraisals on the real-estate loans of federally 
insured financial institutions" endangered the thin capitali- . 
zation of the federally backed agencies. 

As long as the thrifts (and other lenders) are able to 
maintain the conspiracy of silence concerning bad real-estate 
debt, such problems can be postponed for future reckoning. 
A rise in interest rates, however, will force them out over
night. 

But the likely collapse of the federal mortgage-guarantee 
agencies is only where the trouble begins. More than two
fifths of savings banks' total portfolios now consists of mort
gage-backed securities, rather than mortgages as such. Sup
posedly, the securities, which can be sold on the market at a 
moment's notice, give the banks more liquidity. But a secu� 
rity that can be traded at a moment's notice, can also lose 
most of its value at a moment's notice, should purchasers 
decide that the federal government's "full faith and credit" 
might not be all it is supposed to be. A sharp rise in interest 
rates, and a significant increase in the default rate for home 
mortgages, could collapse the value of these securities, and 
destroy much of the assets of the savings banks almost in
stantaneously. 

Now, they will be in the same position as the commercial 
banks, which are covertly selling off loans to develoPing
sector borrowers on a gray market, at 20-60% on the dollar. 
Rising consumer loan delinquencies, combined with rising 
interest rates, will wipe out much of the value of the "secur
itized" assets, and the financial institutions holding them will 
have to report the decline in value on a quarterly basis. That 
will trigger hundreds of simultaneous insolvencies. 
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AIDS spreads throughout Asia, 
but nations still hesitate to act 
by Mary McCourt 

The deadly AIDS epidemic is spreading throughout Asia, the 
most heavily populated region of the world. Although this 
was the last region of the world to confirm AIDS cases , the 
disease is now reported by the People's Republic of China, 
Japan, South Korea, the Philippines , Thailand, Sri Lanka, 

and India. All of these nations are doing little more than 

limited screening of the most obvious sources of AIDS infec

tion: visiting students from the AIDS-ravaged countries of 

Africa, male and female prostitutes , blood supplies from the 

United States . 
Yet both Japan and India have great capability for medical 

and biological research. The problem is that most Asian 

nations regard AIDS as a "foreigners ' disease," and reported 

cases so far have been traced to direct contact with some 

person, or blood, from America, Europe, or Africa. Yet all 

these nations are failing to take the one measure that could 

contain the virus: complete testing of all visitors to Asia from 

the AIDS-plagued West. The AIDS virus, no matter what its 

source, is spreading to both women and men, and proving 

just as lethal among Asians as any other population. 
Although AIDS was detected in Australia as early as 

November 1982, it was not until Sept. 1 5 ,  1986 that Dr. 
Hafdan Mahler, head of the World Health Organization 
(WHO), warned at a Manila press conference that AIDS was 
"knocking at the door of Asia. . . . Clearly it is an epidemic 
and it is everywhere. . . . India has it now , Australia has 
quite a lot of it. " 

AIDS on the Indian subcontinent 
India especially, with its 780 million people and utterly 

inadequate testing facilities ,  only minimal screening of visi
tors , medical clinics often forced to re-use inadequately ster
ilized syringes , and untested blood supply, could well be
come another Africa, if the government does not take im
mediate steps . To test the entire population of India, as that 
of China, would be an impossible task. AIDS must be stopped 
at the frontiers . 

It is next to impossible to check the spread of AIDS in a 
country like India, where no steps were taken to test the 
thousands of incoming tourists each day, sources at the Indian 
Council of Medical Research (ICMR) told the Hindustan 
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Times Jan.  1 .  No adequate infrastructure for checking on 
AIDS exists in India, and most Indian doctors know little 
about the disease, or about precautions to prevent its spread, 
according to the paper's report. 

Yet the Indian government is holding back. The Indian 
Planning Commission failed to clear an urgent, 60 million 
rupee ($6 million) health ministry proposal for a National 
AIDS Control Strategy, the Hindustan Times reported Dec. 
28. The health ministry submitted four months before a pro
posal to establish a national surveillance and monitoring sys
tem for AIDS . It calls for one surveillance center and three 
to five "sentinel" centers in every state . The proposal is a 
modification of one proposed earlier by the Indian Council 
of Medical Research, calling for 90 million rupees for AIDS 
surveillance through 1 990. Even after planning commission 
approval , the proposal would then have to be submitted to 
the finance ministry . 

India is waiting to take action, because so far no "indig
enous" mutant form of the AIDS virus has been detected, 
like the different forms of the virus that have developed in 
Africa or the United States, according to New Delhi sources . 
It is true that the virus mutates rapidly and different strains 
exist in different areas of the world, but it is not true that the 
Indian population is not threatened until that happens . Until 
we have some knowledge of how AIDS spreads , the only 
possible means of control is testing of anyone who could 
carry AIDS into the country, and isolation of detected cases. 

Already AIDS is forcing India to take steps it would rather 
avoid. The government is now deporting all foreign students 
carrying AIDS , the Hindustan Times reported Jan. 2. The 
policy was adopted last autumn, but was kept a "closely 
guarded secret, as the government is anxious not to ruffle the 
feelings of friendly countries to which the AIDS victims may 
belong," the paper reported. But too many cases have been 
found to allow such diplomacy. The first student, from Ethio
pia on an Indian government grant, was expelled in Decem
ber, and a Kenyan student soon followed. By this writing, 
nine Kenyan students have been expelled, and three students 
from Tanzania, who studied at an engineering college in 
Quilon, are likely also expelled. 

With only 23 surveillance centers in India, of which only 
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four can perfonn the more accurate Western Blot test, already 
35 AIDS cases had been identified by Oct. 15 , 1986, and the 
number may well have reached SO by the end of that year, 
the Hindustan Times reported Dec. 28. But testing is only 
being done in the larger cities, and there has been little at
tempt to test drug users. 

The first Indian reported with AIDS was a prostitute in 
Madras in southern India, last spring. Dr. I.S. Gilda, secre
tary of the India Health Organization, reported the first· con
firmed AIDS death June 9, 1986, in Bombay, on the west 
coast. The victim, a Bombay businessman, had likely con
tracted AIDS from a transfusion of contaminated blood in 
New York in 1981. 

AIDS was discovered in Calcutta, in eastern India, in 
October. A prostitute was jailed after she tested positive in a 
sampling of prostitutes, hospital blood supplies, and children 
with blood diseases initiated by Police Chief SUjit Mohal 
Chowdhury in Calcutta's red light district, the London Times 
reported Dec. 9. A magistrate jailed the woman, on the 
grounds that, "If she is released on bail, the disease will 
spread further, which is harmful for society." But she was 
released on the grounds of "discrimination," and since no 
government facilities exist for such cases, she disappeared. 

Cases are also on the rise in New Delhi, Dr. Malviya of 
the Immunology Department of the All-India Institute of 
Medical Sciences confirmed Jan. 1. 

The first AIDS case in Sri Lanka was detected in Col
ombo, when a very sick British AIDS patient was deported 
to London on Nov. 16, 1986. Colombo is known as the "Gay 
Paradise" of the Indian Ocean, where there are some 2,000 
male prostitutes, many of them young boys, the British week
ly the Observer reported. Sri Lankan health officials are 
proposing that British tourists be required to carry certificates 
that they are AIDS-free, and British diplomats are being 
pressured to demand that their government restrain AIDS 
carriers from traveling to Third World countries. 

The cover-up continues 
San Francisco is not the only place where the AIDS virus 

has "civil rights." In the Philippines, economic collapse has 
driven thousands of young women and men into prostitution, 
and this is being used as the excuse to allow at least IS known 
AIDS-infected prostitutes to continue at work in Olongapo 
and in Angeles City near the u.S. Clark Air Base. Dr. An
gelina Andrada, director of Olongapo' s Social Hygiene Clin
ic, said in an interview that the infected women had been 
urged to stay at work, rather than return to their home prov
inces, so the progress of their disease could be monitored, 
the Dec. 29 New York Times reported. The identities of the 
women have been kept secret even from their employers, she 
said. "If everyone will know they have AIDS, they will treat 
these girls as outcasts. " Local lawyer Estanislao Cesa said he 
was preparing a class action suit on behalf of "the women of 
Olongapo," demanding restitution of those who had caught 
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the disease. The Ministry of Health has asked the Philippine 
military to seek a guarantee from the United States that all 
servicemen would be screened for AIDS. 

More than 1,400 bar hostesses and massage parlor at
tendants in Manila and Quezon City were tested for AIDS in 
November, after it was learned that a sauna attendant, who 
had gone to Japan, was infected with AIDS. Similar measures 
have been taken in Thailand, where already nine months ago 
6 AIDS cases were confirmed, and 12 AIDS-related cases 
reported, according to Dr. Praphan Bhanupark of Chulalong
korn University in Bangkok. A group of physicians at the 
university demanded last May that all homosexual bars be 
closed, the Sunday Telegraph reported May 25, 1986. 

One of the nastiest situations in the Pacific is in Australia. 
In June 1986, the health department reported that already 109 
people had died of AIDS, with another 100 dying. By Jan. 
19, the MedicaLJournal of Australia reported 373 cases, with 
192 deaths. More than 5 ,000 Australians will be infected by 
the AIDS virus by 1991, according to an Australian health 
department report, a Reuters news wire reported Nov. 14. 
Australia's first case of AIDS was discovered in November 
1982. 

China: one billion people 
AIDS has also hit China, the world's most populous 

country. It was, however, a full year after an Argentine 
tourist died of AIDS while visiting China in June 1985, that 
the government decided to prepare a quarantine law to require 
foreigners entering the country for more than six months to 
undergo medical checks for AIDS and other diseases, as 
China Daily newspaper reported Aug. 25, 1986. "It is in
tended to prevent infectious diseases from spreading both 
inside and outside China from seaports, airports, and exit and 
entry stations along the borders," the paper wrote. "Foreign
ers who intend to stay in China more than half a year may be 
required to have medical check-ups and to present inocula
tion or health certificates, as Chinese are required to do before 
going abroad. This is especially needed because many highly 
contagious diseases are still quite common abroad and some 
new kinds, like AIDS, are cropping up." 

By Oct. 20, after four Chinese were found carrying the 
HIV virus, the Chinese health ministry had set up an AIDS 
prevention team of 13 medical experts on virology, epide
miology, and "the combination of Western and traditional 
Chinese medicine to monitor worldwide AIDS developments 
and prevent the disease in China," the official Xinhua News 
Agency stated. The four had contracted the disease as a result 
of being injected with U.S. blood-clotting agents. A senior 
WHO official in Peking warned that more may have been 
infected, UPI reported Oct. 2 1 . China has since banned blood 
imports. 

"The Chinese have been buying a lot of various kinds of 
blood products which they don't manufacture or do not man
ufacture in sufficient quantities, so the number will increase, 
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I'm sure of that," he said. The official estimated that hundreds 
of people received transfusions of imported blood before the 
ban was imposed. 

By Dec. 19, a health ministry official confirmed that 
China is requiring that all foreigners coming to study or do 
research in China to take blood tests for AIDS. Wang Chao, 
an official of the ministry's Epidemic Prevention Depart
ment, said the requirement will affect about 2,200 foreigners 
annually. Students will not be forced to take the tests, Wang 
said. "We '11 just advise them to do so and leave the authorities 
of their universities to decide what more to do." But all new 
students will be tested starting next year. "If they refuse, their 
study opportunities in China will be removed," she said. 

Japan: untapped research potential 
Japan is one of the few nations in the world which could 

lead an all-out assault on the AIDS epidemic. Japan made the 
critical political decision to end the post-war era at the turn 
of the year, by breaking the limit on its defense spending and 
launching a new degree of foreign-policy assertiveness. It 
has yet, however, to commit its economic or research capa
bilities to stopping AIDS .. More funds for research and 
screening have been committed, but to date these are far too 
small, even to curtail AIDS within Japan itself. In December, 
the 1987 budget for AIDS prevention was increased to yen 
155 million, the Japan Times reported Dec . 31. The govern
ment spent only yen 43 million against AIDS in 1986. The 
research budget for AIDS prevention will go up to yen 148 
million in 1987, a 300% increase, and administrative costs 
will be up to yen 7 million, a 200% increase from last year. 

AIDS was first discovered in Japan in 1985. As of Jan. 
18, 1986, there were 26 cases of AIDS, 17 of whom had 
died. But there are at least 11,000 carriers, according to 
Takashi Kitamura, director of the Department of Enterovi
ruses at the National Institute of Health, the Japan Times 
reported Nov. 21, 1986. Kitamura said he expected the AIDS 
cases to reach 1,500 in three years, but with one woman 
already having a full-blown case of AIDS, and an estimated 
300,000 homosexuals in Japan, the potential for rapid spread 
is great. 

The Government Council for Science and Technology 
decided Dec . 11 to launch urgent research on AIDS, to mea
sure the quantity of the AIDS virus, and to evaluate the effects 
of anti-AIDS drugs and measure the disease's progress, the 
Japan Times reported Dec . 12. Then, five days later, the 
health and welfare ministry established the AIDS Counter
measure Experts Conference, led by Yuichi Shiokawa, pro
fessor emeritus at Juntendo University, which met in Tokyo 
to set up a surveillance committee to diagnose AIDS patients 
and monitor AIDS virus carriers, in cooperation with 2,000 
hospitals and clinics in Japan. It also set up four research 
groups to develop medicinal treatment for AIDS and study 
transmission of the virus. The 19-member conference will 
hold a symposium on AIDS in February and will invite ex
perts from other countries. 
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Bankers 'recolonize' Ibero-America 
with new debt-for-equity hustles 
by Lorenzo Carrasco and Mark Sonnenblick 

The holders of lbero-American debts with a face value of 
almost $400 billion are scrambling to turn that uncollectible 
paper into ownership of tangible wealth inside the debtor 
nations. The Wall Street banks and the policy-shapers at the 
Trilateral Colnmission are using the worthless debt paper as 
a weapon to pry loose ownership of the valuable resources of 
the lbero-American continent, at a fraction of their real value. 

They see such "globalization of the world economy" as 
integrating national stock markets, and whole national econ
omies, into one world economy, under the control of the 
most powerful groups of international speculators . 

This asset-grab has not gone unnoticed in the target coun
tries. At a Jan. 21 meeting of the United Nations Economic 
Commission for Latin AQlerica in Mexico, its assistant sec
retary general, Gert Rosenthal, said, "We do not share an 
unbridled enthusiasm for capitalization of debts , because that 
road benefits speculators and not governments, and because 
it poses the danger of transferring national assets to multina
tional hands at reduced prices, with the risks that implies . "  

The point was made most directly by the executive direc
tor of the Latin American Monetary Studies Center, Jorge 
Gonzalez del Valle . He warned that the resale oflbero-Amer
ican debt papers on the black market "is an extremely dan
gerous recolonization process ,  because foreign investors are 
not interested in commercial or industrial investment. They 
want our strategic sectors; and this would bring us back to a 
situation like 1930. We must not permit it."  

Some people in  Mexico have fought back since 1982 
against creditor efforts to grab control over Mexico's  most 
modem privately owned industrial complex, the Alfa Group. 
They lost. In December 1986, Alfa handed over half of its 
stock (worth $800 million), in return for its worthless debt 
paper. 

Under the new rules set during the Trilateral Commis
sion's  May 1986 meeting in Madrid, no nation will have its 
unpayable deb�,refinanced unless it accepts "globalization" 
of its economy. That entails eliminating the legal restrictions 
on the convertibility of a nation's  currency and on flows of 
foreign investment capital in and out of the country . 
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Along these same lines, David Rockefeller' s Americas 
Society issued its book Toward Renewed Economic Growth 
in Latin America in September 1986. This study was spon
sored by Brazil's Getulio Vargas Foundation and the College 
of Mexico, and was written by Mario Heorique Simonsen, 
Pedro-Pablo Kuczyinski, Gerardo M. Bueno, and Bela Bal
assa. It recommends that all lbero-American economies 
"open" toward the world economy as the "solution" to their 
economic crises. As a reward, they are promised that the 
private sector, World Bank, and Inter-American Develop
ment Bank would channel $20 billion in their direction dUring 
each of the next five years . 

The World Bank and its International Finance Corpora
tion (IFC) subsidiary demand that debt for equity be part of 
debtor countries' "structural adjustment" programs: "Lend
ing for structural adjustment programs" should focus on "how 
conversion mechanisms could be integrated into the regula
tory administrative environment for direct foreign invest
ments ," the IFC writes . 

As part of this "globalization" effort, the World Bank, 
the IFC, Brazil' s  National Association of Investment Banks, 
and the Getulio Vargas Foundation sponored a seminar on 
"Foreign Investment and Conversion of Foreign Debt" in Rio 
de Janeiro in early December. Its guest speakers were the 
champions of dirty-money laundering, including First Bos
ton Corporation and Merrill Lynch. The "globalizers" pro
vide sell-out governments with arguments to sucker their 
populations into believing they would gain something by 
converting their debts . Debtors are told that this is their only 
way to reduce the size of their foreign debts and thus their 
overwhelming interest burdens . Debt size is considered ir
relevant, since nobody ever will be able to repay principal 
under current world economic policies . Instead of paying 
interest, countries would have to use their scarce dollars to 
pay "profit remittances . "  They now pay about 10% interest 
on their debts; but, as the Andean Pact nations have discov
ered, "risk" investors won't touch a country if they cannot 
send home in dollars profits equal to 20% or 30% of their 
investment. 
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The debt-for-equity policy emerged from a secret sum
mer 1983 conclave in Vail, Colorado, sponsored by Gerry 
Ford, starring Henry Kissinger, and infiltrated by EIR. By 
that time, the smallest banks were jumping ship on their 
lbero-American value-impaired loans, trading them for other 
debts, or unloading them through brokers at a deep discount. 
By taking a loss and writing off their debts, these banks cut 
their exposure and avoided having to throw good money after 
bad in the various debt "packages." 

The largest money-center banks, which are owed more 
than their entire capital value by lbero-American countries 
they have bankrupted, could not possibly sell their hundreds 
of billions in bad paper to other speculators. They had to be 
content with making handsome profits from collecting inter
est and fees at usurious rates. The debts were "performing," 
but what these banks really wanted was the productive econ
omies of their victims. Many of the biggest banks supported 
refinancing packages only in return for operating rights in 
previously protected domestic financial markets. 

Starting with Chile, debtor after debtor agreed to convert 
debt papers. The Wall Street Journal has presented a fairy
land vision of debt-for-equity swaps, by only reporting a few 
cases, such as the fact that industrial giants like Nissan Mo
tors is building a motor plant in Mexico, using debt it bought 
from Bankers Trust at a deep discount and sold to Mexico at 
a lesser discount. A picture closer to reality comes from what 
Argentine Finance Minister Juan Sourrouille reported that 
creditors were expecting from his country, in return for the 
refinancing package he is desperate to get. The banks are 
demanding that Argentina take in its worthless paper at 100% 
of face value and deliver its local currency for them to use to 
buy lip local companies, indulge in internal usury, or go to 
the nearest "free market" and turn the debt back into dollars. 

A totally unregulated secondary market of unknown size 
has arisen, in which debt papers are traded among specula
tors. Merrill Lynch, one of the big operators in that market, 
reported in September 1986 that lbero-American debt sold at 
an average discount of 35%. Brazil's debts were traded with 
a 22% discount; Argentina's at 34%; Mexico's at 42%. At 
the end of the list are defiant Peru, with a 78% discount, and 
hopeless Bolivia at 92%. 

'Globalization' of national economies 
The speculators insist that governments convert debts at 

black-market exchange rates set arbitrarily by the speculators 
themselves. By this means, domestic economies are forced 
to conform to standards set by hot money, including narcotics 
traffic. This is portrayed as "a greater integration of the world 
economy." 

The oligarchy's financial groups are trying to convince 
countries to accept debt-for-equity swindles, by promising 
an immense flow of risk capital. Kissinger's American Ex
press talks of $17-22 billion per year going into the devel
oping countries-triple the foreign investment inflow in 1983 . 
American Express does not mention that most of that money 
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would be financed by the debtors themselves, through debt
for-equity conversions. 

Mexico's debt chief Francisco Suarez Davila boasted on 
Jan. 20 that "$100 to $110 million per week in capital is 
returning to Mexico." He added that it was good that Mexi
co's debt was being sold at a discount of 35-40%. 

The !FC and major b�okerage houses such as Merrill 
Lynch, Salomon Brothers, and First Boston Corporation are 
gunning to create mutual funds such as the Mexico Fund and 
the Brazil Fund, which would act as intermediaries in the 
next phase of looting of the developing-sector economies. 
lbero-America's leading debtors are competing against each 
other to see who will give away the most sovereignty in 
exchange for capital. Thus Brazil's central bank made it legal 
at the end of October 1986 for domestic banks to set up dollar 
accounts with interest paid at a spread over the London dollar 
rate. It also authorized Safra Bank and Barclays to set up 
mutual funds, with shares issued in the name of the bearer, 
thus creating a new mode of laundering dirty money. 

End of the nation-state? 
The debt-for-equity process means that the debtor coun

try donates to its creditors what little sovereignty it still has. 
Were major chunks of the foreign debt to be converted into 
local currency, the state would have to deliver that amount 
of currency. That would bring either a hyperinflationary ex
plosion or more genocidal reductions of consumption and 
government investment. Foreign debtors would gain control 
over the entire national credit potential. Hence, monetarist 
former Brazilian central bank president Carlos Langoni aptly 
describes debt for equity as the beginning of the end of the 
age of the nation-state. 

In the expectation that debt-for-equity is soon to arrive in 
Brazil, the multinational corporations operating there sent 
home a record $1. 1 billion in profit remittances in 1986, more 
than double the norm. They anticipate that within weeks or 
months, they could buy with those dollars Brazilian debt 
redeemable in local currency worth $1.5 billion, or even 
more, were their contribution to capital flight to force a big 
devaluation. 

Euphoria about the advent of foreign speculators with 
pockets full of cruzados sent the Rio and Sao Paulo, Brazil 
stock exchanges up by 20% in early January, despite gener
alized panic about the state of the economy. 

Merrill Lynch, Salomon Brothers, and Shearson-Amer
ican Express are reaping big profits. As World Bank officials 
admit, the role of intermediaries in the conversion process is 
"limited only by the imagination of the financial commu
nity." 

The conclusion belongs to Jorge Gonzalez del Valle, 
cited above. He predicts, "If things continue like this, in the 
year 2010 we will again be like in the times of Lazaro Car
denas [the Mexican President who nationalized the oil indus
try in 1938], nationalizing what we have now recolonized out 
of cowardliness. We don't have to be cowards." 
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Foreign Exchange by EIR Staff 

When will the big money exodus begin? 

Treasury Secretary James Baker Ill' s  "drop dead" to Japanese 
Finance Minister Miyazawa endangers money inflows . 

Speculation that Japanese Finance 
Minister Miyazawa's emergency trip 
to Washington Jan. 21 might produce 
some temporary agreement to support 
the dollar evaporated, and the U .S .  
dollar headed back toward the Carter 
administration low point in what deal
ers described as "panic selling" Jan. 
22. 

That leaves Japan little choiCe but 
to negotiate with Washington in a way 
Washington understands. Since the 
President is fixated upon the Dow
Jones index of the New York Stock 
Exchange, the one message the Japa
nese can deliver that the White House 
might appreciate, is to cut off new 
money into American securities mar
kets. Since Japan invests over $50 bil
lion per annum in U .S .  securities ,  us
ing the proceeds of its global trade 
surplus,  such action might command 
Washington's  undivided attention. 

Financial sources in Tokyo sug
gest that the appropriate timing for such 
action might well be the February auc
tion of U. S .  Treasury securities .  

Last Oct. 31 , the Nakasone gov
ernment bent over backwards to sup
port American se�urities markets and 
the dollar. As Tokyo sources ex
plained this to EIR at the time, Prime 
Minister Yasuhiro Nakasone hoped, 
in vain, that funding the administra
tion's Potemkin village recovery 
would help the Republican Party's 
election chances .  

The public face of  this support 
program emerged in the so-called 
"Baker-Miyazawa" deal , which in ef-
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fect set a target rate for the yen/dollar 
parity at 165 yen. Now that the yen is 
trading at 152, and the U . S .  Treasury 
has leaked a target of 140 yen to the 
dollar, the Japanese support program 
has been repudiated, in favor of out
right competitive devaluation. 

It appears that the sorcerer's  ap
prentices of the Reagan administra
tion are likely to succeed beyond their 
wildest dreams, and trigger a dollar 
collapse that will shake out the Amer
ican debt pyramid (see page 4) . 

On Jan . 18, doomsayer Stephen 
Marris , the former chief economist at 
the Paris headquarters of the Organi
zation for Economic Cooperation and 
Development, warned that the current 
collapse of the dollar will lead to a 
world recession. Marris now augurs at 
the Washington-based Institute of In
ternational Economics .  He gave the 
warning in an interview with West 
German television (Channel 1) the 
night of Jan . 22. As he explained, the 
dive of the dollar value would lead to 
an exodus of foreign investments , 
which would "force" the U .S .  Federal 
Reserve to increase the interest rates 
to keep the money in the States . This 
would accelerate the process of world 
recession. 

The Jan. 18 Washington Post cited 
Richard Reid of London's  Phillips & 
Drew brokerage firm, who says: "I 
have a horrible feeling there is a con
siderable downside to the dollar." Reid 
and others say sooner or later the 
United States will be forced to take 
strong action to defend its currency-

which could well include raising in
terest rates or taxes sharply . They say 
a recession in the United States would 
trigger a "worldwide recession" that 
"would put serious strains on financial 
institutions whose borrowers might not 
have the cash coming in to keep up 
payments on their loans . " 

The United States , the world's 
largest net debtor, is in danger of a 
mass exodus of foreign capital , lead
ing to a drastic rise in interest rates, 
and a collapse of all securities markets 
(not to mention real estate) . That is 
why Federal Reserve chairman Paul 
Volcker, who has long warned of the 
potential for such a disaster, is report
edly aghast at the Treasury's  handling 
of the current mess. 

None of this appears to square with 
the spectacular increase of the Dow
Jones industrial average during the past 
two weeks , coincident with the dol
lar' s sharp fall, and heavy liquidation 
of U . S .  securities by foreign inves
tors . 

Historians will recall , however, a 
similar phenomenon during the weeks 
leading to the Oct. 22, 1929 market 
crash. During September and Octo
ber, foreign investors , especially the 
British, liquidated heavily . The large 
American commercial banks bought 
what they liquidated, and then some, 
in an effort to keep the bubble going. 
By the time the banks' effort col
lapsed, under the weight of combined 
Bank of England-Federal Reserve ef
forts to "dampen specUlation," the 
American banks had dug themselves 
into a fundamentally worse position, 
through the preceding eight weeks' of 
market support operations .  

Since the Dow-Jones average has 
bedazzled the President, who has fol
lowed like a man chasing a will-o' -the 
wisp into quicksand, what better alter
native for Tokyo than to send it crash
ing down? 
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Agriculture by Marcia Meny 

Just who are they trying to kid? 

There' s  no way that the Soviet grain harvest could be as 
radically underestimated as the USDA did-they' re just lying . 

'Pretty frustrating ," is how Agri
culture Secretary Richard Lyng de
scribes the Soviet refusal to buy U.S.  
grain. Under the terms of the five-year 
Long-Term Agreement arranged in 
1983 between the United States and 
the U.S.S.R. , the Soviets were to buy 
9 million tons of grain a year. In the 
second year, they underbought by 1 . 1  
million tons; in the third year, they 
underbought by 4 million tons. In this 
fourth trade year (beginning October 
1986)-now one-third over-they 
have bought no U. S. grain at all . 

The U.S. Department of Agricul
ture says it "mistakenly" estimated the 
Soviet grain harvest in 1986, overes
timating their import needs . The 
USDA was also "surprised" last fall 
when they offered the Soviet Union 4 
million tons of discount grain, and they 
still didn't abide by the LTA and buy 
some. 

What a charade: The Soviet Union 
is just another "normal" trading part
ner, currently in a tiff. There are those 
at the USDA who know full well what 
the score is . They are associated with 
the grain cartel companies-Cargill , 
Bunge, Continental, Dreyfus, Gar
nac/Andre, ADM, and the rest-who 
have key policy positions in USDA 
offices, from which to pursue their own 
designs . These individuals, like Un
dersecretary Daniel Amstutz , a long
time Cargill man, are playing games 
with food and foreign policy, and be
lieve they have a "private deal" with 
Moscow, that they will pursue regard
less of the interests of the West . 

Whether grain goes to the 
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U.S .S.R.  from the United States , or 
from Western Europe, Canada, Ar
gentina, or anywhere else , the same 
cartel companies handle it , on their 
private political terms. The U.S.S.R. 
has been stockpiling irradiated grain, 
and lockers of meat , and has been 
building up its herds at discount costs 
because of sweetheart deals with the 
Western food cartel . 

The excuse that the Soviet grain 
harvest was underestimated is a cover
up for intentional Soviet/cartel import 
practices to alienate the United States 
from Western Europe. There is no way 
that the size of the Soviet grain harvest 
could be as radically underestimated 
as it was by the USDA last fall . 

Satellite data can detect the vigor 
and extent of crops to the degree nec
essary for strategic forecasting. Yet, 
last fall, the USDA announced that the 
Soviet grain crop would be 180 mil
lion tons. Then, the Soviet Union an
nounced its own estimate of 210  mil
lion tons. Finally, the USDA revised 
its estimate-15  million tons upward 
one month, another 15 million tons 
upward the next. 

Second, Secretary Lyng is ped
dling the ugly IMF lie , that there are 
large food "surpluses" around the 
world, and therefore, the Soviets are 
merely buying needed grain from 
elsewhere. For example, the USDA 
announced the week of Jan. 12 that 
the Soviets have increased their wheat 
imports in the last month "conspicu
ously from non-U.S.  sources ."  The 
USDA points out that the European 
Community has sold theIU.S .S.R. al-

most 5 Qlillion tons of wheat, more 
than 40% of projected Soviet wheat 
imports this trade year . In fact, these 
purchases, and Lyng' s decrying them, 
merely feeds the idea of a "justified" 
trade war with the European Com
munity, while the Soviets court West
em Europe with the lure and "aura" of 
good trade relations to come. 

The idea that there are food "sur
pluses" around the world is itself as 
much of a myth as the idea that the 
Soviets are just frugal shoppers, look
ing for a bargain. The Soviets' on
again, off-again purchases are strateg
ic decisions . 

The reason there appears to be 
Western grain in search of a market is 
that world trade volumes have shrunk 
so rapidly that , temporarily, farm out
put has nowhere to go. Under IMF 
control of world debt and trade con
ditions , U.S. grain is not moving. It is 
rotting in storage , while people are 
starving, and the U. S. meat herd is 
being radically reduced . Since 1982, 
U.S.  agricultural export volume has 
fallen from 157.9 million metric tons 
to 109.6 million tons in 1986, mostly 
in grains. 

The output and stock levels of com 
(the prime livestock feed) for the world 
illustrate the situation dramatically. Of 
the total estimated 1986-87 world com 
output of 479 million metric tons, the 
United States accounts for 209 million 
tons , or 44%. Of the world's ending
stocks of 163 million tons of com, the 
United States accounts for 143 million 
tons , or 88% . But the global com trade 
has sunk to the lowest level since 1974-
75. 

The Soviets are laughing while 
they violate their agreement with the 
USDA. But in an appearance on the 
NBC "Today Show" in early January, 
poor Lyng said only: "No, we're not 
contemplating any retaliation. We're 
still hoping they will buy."  
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Commodities by EIR Staff 

Steel settlement means bankruptcy 

The so-called management offer from USX could be the prelude 
to the endfor that company, and the entire steel industry . 

If steelworkers accept the USX man
agement's  offer to end the six-month 
long lockout, the result might well be 
the bankruptcy of the entire steel in
dustry. Cynics might even guess that 
management offered a contract requir
ing the loss of 1 ,346 jobs and a further 
$2-per-hour cut in wages and benefits , 
in hopes that union rank-and-file 
members would vote it down . What 
terrifies USX management is not labor 
costs , but the price war in the industry , 
which the lockout merely postponed. 
And their real concern is not how to 
avoid bankruptcy,  but how to arrange 
a successful one-particularly since 
LTV Steel' s  bankruptcy made it dif
ficult for any of the other steel majors 
to fail on such favorable terms. 

The collapse of steel production, 
which had held up in a fairly narrow 
(if low) band between January and 
May, occurred during the month of 
June , before the USX lockout began; 
under normal circumstances ,  the in
dustry would have increased output 
before a strike, not reduced it. This 
makes clear that the lockout was a pro
duction-restricting measure more than 
anything else . 

In fact,  the USX lockout did not 
even raise the sales of other steelmak
ers . LTV ' s  sales of steel during the 
quarter fell by 24% , from $ 1 . 35 bil
lion during the second quarter of 1 986 
to only $ 1 .02 billion during the third 
quarter. 

Through the course of the lockout, 
steel inventories have not fallen , im-
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ports have not risen , and sales of other 
companies have , on the whole , stag
nated. 

In fact,  the elimination of most 
USX primary-steel capacity over four 
months merely forestalled a price col
lapse in the industry . Primary metals 
orders (to the extent the Commerce 
Department figures can be relied upon) 
fell by 3 . 9% in September, and by an 
additional 1 % during October. Raw 
steel output, at about 8 million tons 
during March 1 986, and at 9 million 
tons in March 1985 , averaged less than 
6 million tons between August and 
October of this year. 

The continued fall in orders , the 
failure to reduce steel inventories , and 
the low import level , all demonstrate 
that American basic industry is oper
ating at a deeper level of the depres
sion than was the case last spring . 
Measured by steel consumption, the 
level has fallen off by roughly 25% ;  it 
is impossible to calculate , on the basis 
of existing data, how far primary pro
duction has fallen, but the underlying 
level of activity appears to have been 
declining at an annual rate of 1 5-25 % .  

The brokerage firm Paine Webber 
wrote on July 1 8 ,  just before the lock
out began: 

''The implication of the LTV 
bankruptcy is that flat-rolled steel 
prices, which have already fallen about 
$30 a ton in the ' spot' market since 
June due to the collapse of orders in 
the second quarter, will fall a further 
$30 to $40 a ton. This would sharply 

boost the operating losses of all steel 
companies and raise further bankrupt
cy threats . Factors working to drive 
down prices include the rising market 
share for mini-mills , imports arriving 
at about 23% of the total market, high 
imports of steel-eontaining goods, and 
the mixed outlook for automotive sales 
and capital spending by industry . " 

How different the industry' s  pres
ent position is compared to past per
formance , is evident in the pricing 
structure . In early 1 98 1 -that is,  at 
the worst of the 1 980-8 1 industrial 
downturn-the average discount from 
list price was only 4% . In late 1 985 , 
the average discount rose to 3 1  %. That 
reflects the circumstances which forced 
the failure of LTV . 

Since the USX lockout, the aver
age discount has recovered to 1 6% .  
However, only continued production 
cuts could prevent further deteriora
tion of steel prices , and it is doubtful 
that even a 64 million ton per annum 
production level , half the 1 978 level , 
could hold the line . Should USX try 
to resume production following the 
contract settlement, the discounts will 
doubtless widen to more than the 30% 
level of late 1 985 and early 1986, 
bankrupting the rest of the industry . 

LTV' s  own bankruptcy will , ac
cording to analysts , reduce the firm's 
pre-tax cost by $85 per ton of crude 
steel, bringing its pre-tax costs to more 
than $50 per ton below those of its 
next most efficient competitor. 

In fact, LTV jumped the gun in the 
race among the leading steelmakers to 
seek bankruptcy protection, or asset
stripping buyouts , on relatively favor
able terms . For the first time in Amer
ican heavy industry , the kind of com
petitive bankruptcy associated with the 
New York City garment center domi
nates management strategy . The name 
of the game is unloading pension-fund 
liabilities onto the federal government 
first , and LTV succeeded. 
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Business Briefs 

Health 

Doctors begin to 
favor AIDS quarantine 

Twenty-eight percent of doctors in the United 
States favor quarantine of AIDS victims, 
according to a survey released in the Jan. 20 
issue of MD magazine. 

Forty-five of the doctors surveyed said 
they would advise family members about to 
undergo elective surgery to shun donated 
blood, and 28% said AIDS patients should 
be quarantined. Doctors are skeptical about 
conclusions reached by public health au
thorities.  MD quoted one California doctor 
who wrote in response to the survey: "I feel 
the public health agencies are negligent for 
not quarantining infectious persons al-
ready. "  

. 

The doctors voiced concern over the 
safety of the nation's  blood supply and 78% 
favored testing of high-risk individuals
rejected by the AMA and Surgeon General 
C. Everett Koop. 

Just over half of those surveyed said an 
AIDS blood test should be a prerequisite for 
a marriage license. 

It's  about time. For example, one in ten 
New York City residents is infected with the 
AIDS virus, New York City Health Com
missioner Dr. Stephen Joseph reported Jan. 
1 8 ,  warning that the course of the disease 
"will change everything about the city, its 
demography, the political and economic life 
of the city."  Joseph disclosed that there are 
"SOO,OOO people in this city who are infect
ed" with AIDS , and predicted that by 1991 , 
the city would have recorded 40,000 known 
cases of the disease, plus an additional 
150,000 victims of AIDS-related illnesses . 

East-West Trade 

Germany to modernize 
Soviet nuclear plants? 

West Germany may conclude a $2. 5  billion 
deal for modernization of Soviet nuclear 
power plants , one of the largest ever East
West deals, according to a report in the mass-
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circulation daily Bild Zeitung Jan . 1 1 .  
Under the plan, West Germany would 

extend 2 billion deutschemarks in long-term 
credits, while the Soviets would supply West 
Germany with DM 1 billion worth of ura
nium. Additional financing would come 
through the European Community. In Bonn, 
Science Ministry spokesman Werner Gries 
said of the Bild report, "We are unaware of 
it. "  

Bild said that the technology agreement 
is being prepared in strict secrecy and that 
Foreign Minister Hans-Dietrich Genscher 
was in favor of delivering the latest technol
ogy, despite U.S.  misgivings. 

AlDS Poliey 

Surgeon general denies 
cuts hurt research 

A battle erupted in mid-January among sen
ior administration officials over a proposal 
by U . S .  Surgeon General C. Everett Kopp 
to combat AIDS with a federal sex education 
initiative that would teach children about 
"heterosexual and homosexual relation
ships" in elementary school. Koop has ar
gued that Reagan administration cuts in 
AIDS research funding will have no effect ,  
since, he claims, the disease cannot be con
tracted except through sexual contact. 

Concerning the administration's  pr0-
posal to cut 700 basic medical research grants 
at the National Institutes of Health in order 
to save $325 million, Koop said on Jan. 15 :  
"It 's  not going to affect AIDS . "  He stressed, 
"All of the studies which have been done 
would indicate that AIDS is not passed by 
nonsexual, casual contact . . . .  You don't 
get it from using the same towels , by sharing 
the same bed, by using the same telephone, 
or even the same toothbrush. We have nei
ther a drug, a cure, or a vaccine for preven
tion. Education is the only weapon we have."  
Calling for a national public education pro
gram, Koop said the best protection against 
AIDS, other than abstaining from sex, was 
to use a condom. 

Critics of Koop are circulating an article 
in the Nationlll Review, which says, "It is 
lunacy to suggest that the AIDS epidemic 

will be stopped by educating children in the 
exotica of homosexual practice ."  

The surgeon general seemed to have 
changed his mind a few days later, when he 
told E/R on Jan. 20, "Before we worry about 
the millions of children dying of AIDS in 
Afica, we should think about the 3 ,000 chil
dren with AIDS here in the United States. It 
is likely that 1 00  million people will die of 
AIDS by the year 2000 ."  

Food Cartel 

Amstutz let Cargill 
ship bad soybeans 

U.S .  Undersecretary of Agriculture Daniel 
Amstutz intervened to permit the Cargill food 
conglomerate to export adulterated soy
beans, according to Minnesota Agriculture 
Secretary Jim Nicholls, who briefed the press 
after an "International Trade Conference" 
event in Mankato, Minnesota, Jan. 1 3 .  

Nicholls described a case i n  1986, in 
which Cargill loaded a ship in Duluth with 
out-of-grade soybeans. Minnesota state grain 
inspectors determined that 25% of the beans 
were damaged and refused to permit the ship 
to sail . 

According to Nicholls, "Danny Am
stutz," a 25-year Cargill man, was informed 
by Cargill; he called the federal grain in
spection service, who then countermanded 
the Minnesota state inspectors , and ordered 
the ship to sail with the cargo as is . Nicholls 
said that Amstutz did this in many instances 
last year. "We're powerless to stop it. "  

Trade War 

Kirkland demands 
'tough' trade bill 

AFL-C10 President Lane Kirkland and oth
er top U .  S .  labor leaders urged Congress to 
pass a tough trade bill this year in appear
ances before the Senate Finance Committee 
Jan. 20. "Scores of domestic industries and 
millions of American workers have been left 
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defenseless against an onslaught of imports 
spwred by foreign government practices and 
vagaries of U . S .  macro-economic policy ," 
Kirkland stated. 

Kirkland and the AFL-CIO have con
sistently refused to attack the Federal Re
serve policies which destroyed U. S .  indus
try and made America dependent on imports 
for more than one-fifth of its domestic con
sumption, as high as one-third of U. S .  con
sumption of manufactured goods . Instead, 
he blames foreign exporters . 

Otherwise, his testimony only showed 
how easy it is to attack administration eco
nomic policy . "For the first time in our his
tory, we have a generation of Americans 
who cannot reasonably expect to do as well 
as their parents did ," he continued . Real 
wages for factory workers have declined 9% 
from 1977 to 1986, he claimed (it is actually 
much more). 

''The absence of a strong and predictable 
U . S .  trade policy has contributed signifi
cantly to their fate . "  

Owen Bieber, the United Autoworkers '  
president, agreed: ''The administration' s  
commitment to the policies o f  the past has 
contributed to a serious deterioration in U . S .  
economic capacity and potential , to an in
crease in poverty . . . [and] higher unem
ployment."  

R&D 

Japan bases its 
future on development 

Japan is staking its future on science, with 
an economic strategy based on scientific 
breakthroughs through the 2 1  st century . 

Japan has increased its R&D spending 
by 12 .6% over fiscal year 1 984. A full 2 .8% 
of Japan's GNP is spent on research and 
development, with 80% accounted for by 
private institutions. 

According to well-informed sources, part 
of Japan's purpose in this is to become the 
world's foremost producer of instruments 
and machinery used for basic scientific re
search. Japan is making a $4 billion com
mitment to this end, with half of the money 
coming from the private sector and the other 
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half from the government .  The policy is al
ready beginning to pay off, as Japan has 
developed top-of-the-line diagnostic equip
ment which U. S .  manufacturers turned 
down. 

Japan' s  domestic economic policy cen
ters on high-technology retooling to in
crease productivity , and giant infrastrucu
tral projects , also designed to increase pro
ductivity . In the latter category , Japan is 
building an $8 billion airport in the middle 
of the Osaka Bay .  A highway and rail bridge 
will connect the mainland to the airport . The 
five-year project will upgrade Osaka into a 
full-grade international city . 

Japan has also called for a "historic tum" 
in its relations with Southeast Asia. Hajime 
Tamura, minister of international trade and 
industry , said in Bangkok that Japan will 
provide billions of yen to develop industrial 
interdependence with Southeast Asia. ''The 
Japanese are coming to us instead of us going 
to them and asking them for investment . . . 
giving us a bargaining power we never had 
before ," said Staporn Kavitaanon , deputy 
secretary general of Thailand' s  Board of In
vestment. 

Austerity 

Argentine labor hits 
IMF policies 

"No more lies , no more unemployment, no 
more hunger, no more misery, no more In
ternational Monetary Found,"  read a poster 
issued by the Peronist-led labor federation 
of Argentina, the CGT, in the streets ofBue
nos Aires on the eve of a general strike . The 
poster portrayed former economic minister 
Jose Martines de Hoz ( 1 976-8 1 )  with a 
mask-the face of the new economic min
ister, Juan Sorrouille . 

Martines de Hoz is infamous in Argen
tina for dictating IMF economic policy un
der the military dictatorship . 

The CGT demands for the strike are: a 
moratorium on the $50 billion foreign debt 
and new wage negotiations between work
ers and employers . 

The strike will amount to a referendum 
on IMF policies.  

Briefly 

• THE U.S. HOUSE of Represen
tatives in mid-January approved a 
$9 1 .6  billion bill to continue federal 
highway and mass transit construc
tion programs through 1 99 1 ,  despite 
White House objections that the proj
ects were too costly . The legislation 
passed by a vote of 40 1 -20 . The bulk 
of funds is for highway construction 
and repair, with $2 1 .2 billion set aside 
for mass transportation. 

• JAPANESE INVESTORS may 
invest $ 1 0  billion in U . S .  real estate 
in 1 986, said marketing expert San
ford Goodkin, chairman of the Good
kin marketing firm, in mid-January . 
In 1 984, the Japanese acquired only 
$600 million worth of U . S .  proper
ties . Prime real estate in New York is 
around $350 a sq . ft .  as compared to 
$8,000 in downtown Tokyo. 

• THE ISRAELI government, 
unions , and employers reached 
agreement in mid-January on a new 
austerity package, including a 10% 
devaluation of the shekel and govern
ment spending cuts of more than $300 
million . The agreement involves cuts 
in subsidies , including those on basic 
foods ,  and higher health and educa
tion charges.  

• SAUDI OIL Minister Hisham aI 
Nazer, the highest-ranking Saudi of
ficial to visit Moscow since the two 
nations broke diplomatic relation 40 
years ago, met on Jan . 20 with Soviet 
Foreign Trade Minister Boris Aristov 
to "discuss Soviet action to assist 
OPEC in raising the.price of oil ," ac
cording to the London Financial 
Times . A spokesman for the Kuwaiti 
embassy said that Nazer will have 
three days of talks with Aristov, of
ficials from the State Central Plan
ning Department, and other agen
cies . 

• THE MEXICAN automobile in
dustry collapsed by 40% in 1986, ac
cording to Miguel Villicana, the gen
eral manager of the Chrysler of Mex
ico plant in Ramos Arizpe, in the state 
of Coahuila. 
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�TIillOperation Juarez 

Moving the water to 
where it is needed 

Part 19 
Ibero-American integration 

Infrastructure is not an industry that produces 
wealth directly, but it "produces" something more 
important: productivity. To 
become an economic super
power, Ibero-America will 
need 200,000 kilometers of 
new railroads, as well as 
ports , canals , hydraulic 
projects, nuclear energy, and 
a second inter-oceanic canal. 

This installment contin
ues Chapter 6 of our exclu
sive English-language 
serialization of the Schiller 
Institute's book, Ibero
American Intf!gratton: 100 MUtton New Jobs by 
the Year 20001 The book was published last Sep
tember in Spanish. It was prepared by an inter
national team of experts elaborating Lyndon 
LaRouche's proposal to free the continent of eco
nomic dependency and spark a worldwide eco
nomic recovery, "Operation Juarez. " 

Numbering of the figures, tables, and maps fol
lows that of the book. 

16 Operation Juarez 

One of Ibero-America's greatest resources is its water. In
habited by 8% of the world population, Ibero-America has 
15% of the planet's total land area and a similar percentage 
of the total cultivatable land. But the availability of water is 
relatively much greater than in any other region of the world, 
since 28% of the world's annual water run-off flows through 
Ibero-America's rivers. The relative abundance of water per 
hectare is close to twice the world average, and three-and-a
half times greater than the world per capita average (see 
Table 6-6) . 

However, the vast majority of this water is presently 
unusable, as it flows uselessly to the sea through the Amazon 
River system, or drains unutilized through the Parana River 
system into the Rio de la Plata. Thus, the total irrigated land 
area in Ibero-America is a relatively low 7% of the world 
total. 

Despite the overall presence of water, severe shortages 
are experienced in many parts of Ibero-America, while too 
much water affects other parts of the continent, such as major 
portions of northern Argentina, the northern Magdalena bas
in in Colombia, southeast Mexico, and parts of Brazil. 

The problem, in a word, is that lbero-America's plentiful 
water is poorly distributed. Where it is needed, it is lacking; 
where it is not, it is plentiful. The job, therefore, is to move 
the water to where it is needed, and that defines the major 
tasks of water management over the coming 30 years. It will 
be necessary to control the rivers with dams to harness elec
tricity, prevent floods, and facilitate transport; we will drain 
swamps and construct canals for irrigation and transport; and 
we will provide ample quantities of water to the cities, both 
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TABLE 6-6 
Availabil ity of land and water regions of the world 1 982 

lbero- Western United World % lbero-
America Europe States totel America 

Population (millions) 382 375 232 4,591 8.3 

Population density (inhabitants 
per sq . km) 1 8.2 1 00.5 25.3 35. 1 

Total area (millions of 
hectares) 2,020 373 936 1 3,077 1 5.4 

Potential agricultural area 
(crop and pasture land, 
millions of hectares) 720 1 66 428 4,640 

Irrigated area 
Millions of hectares 1 4.4 1 0.2 20.6 21 2.9 6.8 
% of potential 
agricultural area 2.0 6.2 4.8 4.6 

Average annual rainfall (mm) 1 ,560 830 625 830 

Average annual runoff in 
rivers (km2) 1 1 ,000 1 ,71 0 1 ,630 38,830 28.3 

Average runoff per capita (m3) 28,826 4,562 7,026 8,458 

Sources: FAO and ONERN 

for direct consumption as well as for industrial uses . In fact,  
in developed economies the industrial uses of water far out
weigh other applications . For example, in the United States 
in 1980, industrial uses constituted 57% of all water uses ; 
irrigation took up 33%; and public water utilities consumed 
only 8%. 

In all of this , a fully integrated approach to water man
agement is called for, such as that pioneered 50 years ago by 
the Tennessee Valley Authority (TVA) in the United States .  
The TVA not only dammed the Tennessee River for hydro
power to feed local industry, but it also built a large number 
of smaller dams to control flooding, and established a series 
of experimental agricultural stations which today stand as 
leaders in research in fertilizers and high-yield agriculture . 

With this approach in mind, we tum to examine five 
exemplary projects for Ibero-America that are in varying 
stages of design and construction: 

I) the PLHINO and PLHIGON water transport projects 
in Mexico; 

2) the complex of projects for utilizing the entire Rio de 
la Plata River basin; 

3) two canal projects linking rivers in Brazil with the 
Atlantic coast; 

4) the trans-Andean water pumping projects in Peru; and 
5) the opening up of the Llanos area of Colombia and 

Venezuela by appropriate water works . 
While by no means a complete list, these projects exem

plify the types of projects needed (Map 6-6) . 

1) Mexico: PLHINO and PLHIGON 
The PLHINO (Hydraulic Plan of the Northeast) and the 
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PLHIGON (Hydraulic Plan of the Northeast Gulf) are already 
well thought-out and planned projects to move considerable 

quantities of water from the rivers that run off a large volume 
of unused water, to the arid but highly fertile areas on the 
northeast and northwest coasts of Mexico . 

Mexico suffers from the same skewed distribution of 
water resources that the continent as a whole does , with 80% 
of its annual runoff concentrated in 33% of its territory in the 
southeast, while the Valley of Mexico, with 20% of the 
population and 50% of the industry, has severe shortages , as 
does the entire northern part of the country, which has many 
areas with rich soils but inadequate water, and where the 
existing aquifers are being dangerously depleted today. 
Moreover, to meet the needs of our overall agricultural and 
industrial program, water use will have to rise significantly. 

To solve this problem requires a nationwide program of 
construction of dams and reservoirs to maximally utilize up 
to 390 billion cubic meters of water which annually discharge 
into the ocean from Mexico ' s  rivers . The PLHIGON would 
capture a considerable portion of the runoff from the south
east rivers , to transfer vast volumes of water to northern 
Mexico through a coastal canal of 1 ,400 kilometers length, 
to be built along the shore of the Gulf of Mexico. With this 
there would be water adequate to irrigate some 5 million 
hectares , but the bulk of this area would be in the northern 
plateau area, requiring significant pumping works to raise the 
water 1 ,500 meters and channel it to the areas that need it . 

The PLHINO canal , on the western seaboard, will simi
larly carry water 1 , 1 00 kilometers northward on the western 
litoral just inland from the Pacific coast. In addition to car
rying the needed water to the arid agricultural areas in the 
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north, the canals will pennit barge transport, and will also 
facilitate drainage of several large salt-water marshes, and 
their flooding by fresh water brought in the canals, to clean 
the soils so they may be devoted to agriculture. 

In this region, a little more than a million hectares of land 
would be opened to irrigation. In addition, the canals will be 
employed to replenish the aquifers on which the entire region 
now depends. 

2) The RIO de la Plata basin projects 
While the water drained by the Parana-Rio de la Plata 

basin in the Southern Cone is far less than that carried by the 
Amazon, there is a significant quantity of water of this vast 
waterway which can be taken advantage of in the next 30 
years even more readily than can that of the Amazon, given 
that its bordering lands enjoy a climate favorable to agricul
ture and to habitation. The full development of the pOtential 
of the region, spanning the five countries of Argentina, Bra
zil, Uruguay, Paraguay, and Bolivia, will entail opening tens 
of millions of hectares of new land to intensive agriculture, 
while the waterways and rail lines become the lifeline of a 
string of industrial cities along their length. 

This project entails: 
• a series of major dams to control the water, prevent 

flooding, drain marshes, and provide hydropower; 
, 

• several canals to bring water to semi-arid but rich soils 
along the skirt of the Andes and in the Gran Chaco region; 

• other canals and locks to open up barge transport al
most 3 ,000 kilometers into the interior; 

• pumping of water from the Parana to increase water 
availability to the semi-arid regions (Map 6-7). 

The Itaipu dam in Brazil has already been built, and the 
Yacyreta project in Argentina, which will provide less power 
but which requires even more earthmoving, is finally under 
way. However, intenninable delays have prevented the Ya
cyreta project from being completed, and several other proj
ects from being started. The plans call for a series of dams 
along the lower Parana between Itaipu and the Rio de la Plata, 
including Chapeton (3 ,000 MW), Corpus (4,000 MW), and 
Pati (3 ,300 MW) . One important purpose of the dams is to 
control the flooding which twice in four years has inundated 
large portions of Argentina lying along the river, with tre
mendous economic and human losses. 

In addition to the dams, there is a large depression in 
Corrientes province of Argentina, the Laguna Thera, which 
can readily be turned into a large lake. The problem with 
flood control on the Parana is that the water flow during the 
flood season is so great that no dam-created lake can possibly 
retain more than a small fraction of it, so that no matter how 
many dams are constructed, most of the excess water will 
still flood. If the Laguna Thera is largely drained during the 
dry season, water can be diverted to it during the flood seasori 

. and provide vastly more storage capacity than can the dams 
by themselves . Further, small diversion canals can carry 
excess water to the Uruguay river , which doesn 't flood; Sev-
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eral other dams will be constructed on the Uruguay river 
portion of the basin, Garabi (2,200 MW), Roncador (2,800 
MW) , and San Pedro (745 MW) . Associated drainage proj
ects will recover at least one million hectares of good land 
for agriculture. 

The downstream flood control and hydropower genera
tion projects affect the eastern half of the basin, leaving the 
semi-arid western half, which extends all the way from the 
Gran Chaco region of southeastern Bolivia and northern Par
aguay down to the middle of Argentina, unaffected. The 
problem is a very sharp rainfall gradient, in which this region 
receives too little water for intensive cultivation. Several 
plans exist to remedy this defect. 

The best studied is the Bennejo canal project. A canal 
would be constructed parallel to the Bennejo river from 
southern Bolivia to the junction with the Parana, to provide 
efficient water transportation from Bolivia to the south Atlan
tic Ocean, and to permit irrigation of the land on either side 

Map 6-7 
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of the canal. The intrinsic limitation of the canal by itself is 
that it will carry insufficient water to irrigate more than about 
one million hectares along either side of the canal. Further
more, other plans call for extending a series of canals to the 
south from the Bermejo to bring water to the very dry regions 
from Salta to Neuqu6n in Argentina. It has been shown fea
sible to pump water from the Parana via retrocanals westward 
into a major north-south canal extending south from the Ber
mejo canal, to provide adequate water. The water that could 
be so pumped is limited only by the quantity of hydropower 
electricity that is devoted to this purpose. 

It appears, however, that a different project might repre-
. sent an even better solution. The junction point of the Majore 

and Guapore rivers near Gajara Mirim opens up the prospect 
of constructing a dam where a large quantity of water will be 
elevated to nearly the height of the divide between the two 
rivers. Then, water would have to be pumped only a small 
remaining height up the Rio Grande, past Santa Cruz, where 
the water would then flow south by gravity in a canal into the 
Bermejo and on into the southward canal. Should it prove 
feasible, this project, shown on Map 6-6, would provide 
ample water to this semi-arid region at relatively low pump
ing costs. 

Finally, a lock canal must be built to bypass ltaipu and a 
second upstream dam to free the Parana for barge traffic, 
making the Parana navigable for 2,700 kilometers. 

3) The Brazilian canals 
Two canals in Brazil, the Parana-Tiete and the Ibicui

Yacui will improve the transport grid of the population and 
industry-dense southern coastal region of Brazil. the Parana
Tiete project will extend navigation on the Tiete 120 kilo
meters further upriver, ending at a multimodal terminal near 
the city of Sao Paulo. Once finished, the 689 kilometer-long 
Tiete River waterway will serve the most highly developed 
industrial area of Brazil, connecting the industries of Sao 
Paulo with the rich raw material-producing areas of that sec
tion of the country. The Brazilian government has calculated 
that by 1990, if completed, the canal will be carrying 7,700 
million ton-kilometers of cargo. 

The Ibicui-Jacui canal will link the Ibicui river, which 
flows into the Uruguay river, to the Jacui river, which flows 
into the Lago Dos Patos at Porto Alegre. To connect the 
rivers, a 213 kilometer canal will have to be built with a 100 
meter difference in height. When finished, the canal will form 
a 780 kilometer navigable waterway that will be fully capable 
of handling boats of up to 2.5 meters draft. This project will 
provide both transportation and irrigation to one of the most 
promising agro-industrial areas of the continent, and will 
permit the economic exploitation of the large coal deposits 
nearby. 

4) The Trans-Andean water tunnels 
From Ecuador to southern Chile stretches a narrow coast

al strip of land separating the shore from the steep escarp-
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ments of the Andes mountains. Along this narrow strip lives 
most of the Peruvian population and practically the entire 
Chilean population. There is very little rainfall on this latoral, 
and its rivers are of necessity quite short, falling from the 
height of the Andes in no more than 100 km or less. The 
result for Peru is a small and very uncertain supply of irriga
tion and drinking water for the majority of its population. 
Yet, just over the crest of the mountains there is plentiful 
water in the headwaters of the rivers that flow east into the 
Amazon River system. As shown in Table 6-7, barely 2% of 
the total river runoff in Peru flows through the rivers on the 
Pacific side of the Andes, while 98% of all the water drains 
east into the Amazon River . 

The solution, proposed already in 1801 by Alexand�f von 
Humboldt, is to transport water from the eastern slope of the 
Andes to the western slope, using tunnels and pumping. 
Several such projects have been planned (see Map 6-6), and 
one is presently under construction. The most important proj
ect involves damming the Mantaro River, pumping the water 
over the continental divide and channeling it via tunnels into 
the headwaters of the Rimac River, whence it flows to Lima. 
It not only will provide water desperately needed in Lima, 
where the largest concentration of population and industry in 
the country is located, and which is presently suffering a very 
acute water shortage, but it will also produce substantial 
hydroelectricity en route. Although eminently feasible, the 
World Bank withdrew from: the project in 1982. causing all 
work to stop at that time, even though the bank offered no 
alternative method to bring water to Lima. Although work: 
has since been resumed, it nlust be completed immediately, 
since no further industries can be built in Lima until there is 
enough water for personal and industrial use. 

Other major tunnels include those from the Pilpichaca 
River to Ica, from the Maranon to the Viru River, and from 
the Apurimac to the Colca. 

These tunnels will provide a large amount of water for 
the comprehensive irrigation plan laid out during the govern
ment of General Juan Velasco Alvarado, in the late 19608 
and early 19708. 

TABLE 6-7 

Peru : availability of water 
(billions of � 

. ' 

Watershed Runoff 

Pacific 35 

% of total 1 .7 

Atlantic (Amazon) 1 ,999 

% of total 98.3 

Total 2,033 

Source: ONERN 

Volume captured for use 

3.3 

66.0 

1 .7 

33.0 

5.0 

ElK January 30, 1987 



TABLE 6-8 
Peru : principal Irrigation projects 

Land brought 
under cultivation 

(thouaands of hectares) 

Irrigation works In progreaa: 

Jequ�peque·Zana 1 6.4 

Majes-Siguas 57.0 

Tinajones 30.0 

Chira·Piura 41 .5 

Other programs 72 .5 

Irrigation works under study: 

Puyango-Tumbas 58.0 

Chao-Vlru 31 .4 
Olmos 88.0 

T_ 394.8 

The plan sought to recover 250,000 hectares of soil that 
had been destroyed by salinization and improper drainage. 
Specific irrigation and drainage projects (Table 6-8) have 
been started, and if all the major proposed ones are complet
ed, which is quite feasible, 394,800 new hectares of irrigated 
land will be cultivated, and 372,500 hectares of existing land 
will be improVed with irrigation. Thus a total of 767 ,300 
hectares of fertile land will be added under intensive culti
vation at a total cost of only 4,702 million 198 1 dollars . 
Although this does not seem like a large area, it would nearly 
double the irrigated farmland in Peru, and also provide 1 ,658 
megawatts of electricity to parts of Peru that are presently 
very backward� 

S) The Llanos of Colombia and Venezuela 
The Llanos of Colombia and Venezuela comprise an area 

of over 200,000 !!quare kilometers , where the topography is 
fairly level, and the primary vegetation is grasses . Located 
along the valleys of the Meta and Orinoco rivers , this region 
represents oile of the greatest areas for agriCUltural expansion 
in lbero-Ainerica. 

Presently, the area is extremely uilderutilized, being used 
mostly for cattle raising, due primarily to the region's isola-

. tion and to its unfavorable climate. In the rainy season, usu
ally four months a year, there is a large amount of rain and 
water from the Andes mountains which causes extensive 
flooding, with the lower lands converted into swamps for 
several months . In the dry season, it barely rains and the 
Llanos become very hot and dry. 

The key to the agricultural development of the region is  
the construction of irrigation canals and reservoirs to provide 
water all year round, and to prevent the yearly flooding of the 
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Improved land Hydroelectric Total cost 
(thouaands potential (millions of 
of hectares) (MW) 1 981 dollars) 

49.6 83.0 1 89 

3.0 656.0 1 ,637 

70.0 38.6 252 
1 1 5.0 92.0 494 

1 4.5 

1 1 .0 1 00.0 503 
85.4 64.4 427 
24.0 624.0 1 ,200 

372.5 1 ,858.0 4,702 

most fertile areas . The already discussed construction of a 
railroad along the piedmont of the Andes, and the use of the 
Meta and Orinoco for navigation, will allow the area' s  prod
ucts to be delivered to the population centers . 

A series of dams will be required in the Andes and its 
foothills to capture a major portion of the water that now 
floods the plains during the rainy season, and use it for hydro
generation and for supplying water needs during the dry 
season. The Colombian government has conducted surveys 
which indicate that the total potential for the rivers that drain 
into the valley of the Meta and the Llanos is 1 2,098 mega
watts , with the possibility of constr\lcting 54 dams. On the 
Orinoco river, 6,933 MW could be obtained with the con
struction of only three dams between Puerto Carreno and 
Mondaupo, a short distance away. Thus, a total of 19,03 1 

, MW of electric generating capacity could be readily achieved 
in the Llanos. The enormous potential for industrialization 
this represents could be seen by the fact that Colombia in 
1 985 had a total installed capacity of only 5 ,462 MW for 
hydroelectric plants, and 2,000 MW for thermoelectric plants, 
less than 40% of what the Llanos rivers alone could generate . 

The damming of the major rivers , such as the Meta, 
Arauca, and Orinoco, will also create extensive navigable 
waterways that will provide cheap, bulk transportation for 
the region' s  products , either within the region, or to deep 
water ports such as Ciudad Bolivar, Ciudad Guayana, where 
they can be loaded onto ocean-going vessels.  This will open 
up the impressive mineral resources of the region, now in
accessible for the most part, which include important oil and 
gas deposits in the region of the Arauca, coal in Colombia, 
bauxite deposits in Venezuela, and gold and platinum depos
its in the Guayana highlands of Venezuela. 

Operation Juarez 2 1  
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The push for early 
deployment of the SDI 

- - - -

Carol White reviews a report issued on on Dec. 1 5, by the George C. 
Marshall Institute, arguingJor the early deployment oj the SDI. 

At this point the question of defense is being argued out in 
tenos of the budget for fiscal year 1988 . U .  S .  Defense Sec
retary Caspar Weinberger has requested a $2 . 8  billion sup
plement to the Defense budget for fiscal year 1987 , of which 
$500 million would be for the SOL Coupled with his 1988 
budget request, which comes to a 3% increase , his request is 
less than modest . Jndeed it is meager, when one considers 
the implications of what has been documented to be a major 
effort on the Soviet side to have their own ABM defenses in 
place within the next few years . 

The issues addressed by the Defense budget are, of course, 
much broader than the funding of the SOL The presently 
mandated level of the budget is so disastrously inadequate , 
that it lends cover for a treasonous faction within and without 
the government which argues for removing the U .  S .  nuclear 
umbrella from Europe, and at the same time reducing the 
conventional force strength . 

Such a betrayal of America's European allies , is vehe
mently opposed by Weinberger. As Weinberger said, in tes
timony before the Senate Anned Services Committee on Jan . 
12 :  "We could not live in a world where the Soviets have 
overrun Europe. The Soviets would like nothing better than 
for us to reduce our NATO support . "  

If NATO i s  allowed to dissolve, then obviously the ques
tion of the extension of the Strategic Defense Initiative to a 
Tactical Defense Initiative for Europe will become moot, 
because Europe will in effect have become a Soviet satrapy 
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without a bullet having been fired . 
There is an important faction-not least the forces cen

tered around Lyndon H .  LaRouche, but extending much more 
widely-which argues for a crash effort to deploy the SOl 
by the first half of the next decade . On the same day as 
Weinberger' s  testimony before the Senate , according to a 
United Press International wire,  an unnamed senior Pentagon 
official announced that the first component of the Strategic 
Defense Initiative , a space-based defense system, would be 
ready for deployment by the early 1990s . This would be part 
of a "continent-wide" deployment, rather than the more lim
ited concept of point defense being argued for by Zbigniew 
Brzezinski . 

A scenario for early SDI deployment 
As part of this effort to rally support for the SOl ,  on Dec . 

1 5 ,  the George C .  Marshall Institute issued a report, docu
menting the necessity and feasibility of such an early deploy
ment. While they discuss a scenario for deployment of the 
SOl which relies heavily upon non-nuclear, kinetic energy 
weapons rather than lasers-an approach we disagree with
they are correct on the question of the nature of the Soviet 
threat and on the fact that we can have a functioning ABM 
system within seven years , and an initial deployment within 
five years . 

The Institute report was prepared by a panel which in
cluded John Gardner, of McDonnell Douglas Corporation; 
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Defense Secretary Caspar Weinberger is trying to protect the Strategic Defense Initiative from the budget-cutters . Here he is shown 
briefing the press on Soviet progress in antiballistic-missile technologies. in Washington in 1985 

Edward Gerry , who. was chairman of the Boost-Phase Sys
tems Concept Group of the Fletcher Panel; Robert Jastrow , 
former director of the Goddard Institute for Space Studies of 
NASA; William Nierenberg , a member of the Defense Sci
ence Board and the National Science Board; and Frederick 
Seitz , President Emeritus of Rockefeller University , and a 
former president of both the National Academy of Sciences 
and the American Physical Society . 

The report argues for the necessity of a major U . S .  effort 
for early deployment of the sm, by citing the status of the 
Soviet effort . They warn of "particularly the construction of 
ABM production lines and a network of large radars ," which 
"indicate the Soviets have broken out of the ABM Treaty . 
The construction of these production lines and the Soviet 
radar network provide a base for a nationwide ABM defense , 
which violates Article I -the essence of the Treaty . " 

Second, the Institute report . attacks the near-disastrous 
capitulation by President Reagan to Soviet party boss Gor
bachov at the Reykjavik pre-summit . Dr. Seitz issued a state
ment at the time of the release ,  which argues that even before 
the meeting the President was too willing to extend the ABM 
treaty . Since the Soviets have shown that they have no inten
tion of observing any treaty agreements ,  and that they have 
repeatedly violated the ABM treaty , Seitz attacks the propos
al because it would have significantly set back U . S .  defense 
efforts . 
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Seitz' s  statement was that, "At the summit , President 
Reagan offered a lO-year extension of the ABM Treaty in 
two five-year stages ,  coupled with a major build-down of 
offensive weapons . This would not compromise U . S .  secu
rity in any degree if defenses against ballistic missiles cannot 
be built in less than 10 years , as is the widespread impression . 
However, if effective U . S .  defenses can be put in place in 
less than 10 years , the extension of the ABM Treaty might 
then not be in the interest of the United States . A relevant 
question in deciding on the important matter of the ABM 
Treaty extension would be the extent to which the U . S . S .R .  
i s  going ahead with the development of  its own ABM defen
ses outside the limits of the Treaty . "  

The Institute findings are intended to demonstrate that: 
"Contrary to conventional wisdom about missile defenses , a 
space-based ABM system, placed on orbiting satellites , can 
be deployed as rapidly as any ground-based layer of defense . 
Since the space-based boost-phase system is the most impor
tant layer of defense , this technical finding is significant for 
the success of the U .  S .  defense . "  

They propose a budget i n  the order o f  $ 1 2 1  billion for the 
first stage of deployment of a whole system. This figure itself, 
while considerably higher than that proposed by Secretary 
Weinberger, is still below the actual amount needed (we 
would propose a minimal budget line of $20 to 30 billion per 
year) . 

Science & Technology 23 



While the authors argue against the notion of a $ 1  trillion 
budget needed to deploy the sm, with the laudable enough 
purpose of defeating those who would use the budget as a 
weapon against the SDI, it is such stringencies that dictate a 
slower track for the development and deployment of directed
energy weapons, and therefore, a less effective SDI system. 
Another brake upon rapid development of directed energy 
weapons is the attitude of the aerospace industry itself. It is 
understandable, if not laudable, that the aerospace industry 
would prefer to sell the Defense Department on technologies 
which are extensions of existing technology. This shortsight
ed policy appears to them to guarantee them profits in an 
economy in which they are otherwise badly squeezed. 

Obviously, the failure of this administration to support a 
climate for the growth of basic industry contributes to the 
problem; nevertheless the policy of the smo to contract out 
research and development to industry in pieces, rather than 
play a more directive role, is placing industry in the drivers 
seat, and the aerospace industry itself, is contributing to a 
situation in which it appears necessary to accept the deploy
ment of kinetic energy weapons as the feasible goal for the 
first step of the sm. 

What is needed is a major retooling effort by industry, in 
order to mount a laser defense within five years' time . This 
requires a thorough retooling not only of machine tools ,  but 
of their research and development as a whole, so that the 
concepts being developed by the national laboratories are 
rapidly integrated into the working prototypes being devel
oped by industry. Ironically , even without the impetus of the 
sm, it is precisely this kind of longer-term thinking which is 
so successfully guiding Japanese investment policy, and al
lowing the Japanese to outstrip American productivity by an 
astounding rate . 

The kind of ABM system described in the report, with 
the inclusion of lasers for boost-phase defense, would be 
extremely suitable for a fast track deployment in Europe, as 
an extension of European tactical defense as it is presently 
deployed, on the level of battle management, even though 
we would suggest that such a deployment could be ready in 
half the time suggested by the Institute report. For a strategic 
defense however, it is self-defeating to assume a two-stage 
development such that lasers are essentially put on hold in 
order to develop KKV s .  

There is  no reason why the x-ray laser, which has already 
been proved in principle, will not be deployable within five 
to seven years; and there is every reason to believe that the 
Soviets are working on the x-ray laser with such a time-frame 
in mind. We would suggest that the authors of the Institute 
report allowed themselves to be overinfluenced by the dic
tates of the aerospace industry, in their otherwise correct push 
for rapid deployment of the SDI . 

The following are more detailed quotations from the In
stitute findings released in December: 

"Schedules for initial deployment. Results of independent 
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analyses converge on an initial defensive system composed 
of three layers-boost-phase , late midcourse , and terminal . 
All layers of the initial system use kinetic energy weapons . 
Laser weapons are potentially effective for boost-hpase and 
mid-course defense, but probably lag three to four years 
behind defenses based on kinetic energy weapons . 

"Deployment of the full defense , including boost-phase, 
late midcourse, and terminal layers, can commence seven 
years after the decision to deploy, if streamlined management 
and procurement procedures are followed. If the decision to 
deploy is made in 1987 , deployment of the full defense can 
begin in 1 994. 

"Schedule for Early Deployment of ERIS. Technology 
for the ERIS interceptor-an antiballistic missile intended 
for midcourse layer-is more mature than the weapons tech
nology for the other layers of the defense , and has the promise 
of being available for deployment two years earlier. Deploy
ment of the ERIS layer can commence in 1 992 , five years 
from the date of decision to deploy, if streamlined manage
ment and procurement procedures are followed. 

"An incremental approach to deployment of the complete 
defense, starting with deployment of the ERIS layer in 1992, 
would be of considerable value . It would provide the earliest 
possible protection against accidental or irrational launches , 
and would also provide a useful degree of deterrence against 
limited attacks on key military sites . 

"Business-as-Usual Schedule .  The above timelines as
sume streamlined management and procurement procedures 
of the kind used in the Delta 1 80 experiment. That experiment 
was complemeted by smo in 14  months from initiation . 
Normal procedures would have taken twice as long . 

"If management and procurement practices are conducted 
on a business-as-usual basis, deployment of the ERIS layer 
will not commence until the mid- 1 990s and deployment of 
the full 3-1ayer defense cannot commence until the late 1990s. 

"Effectiveness . The level of effectiveness of the three
layer defense is calculated to be approximately 93 percent 
against a threat cloud of 10,000 warheads and 100,000 de
coys. "  

An SDI for Europe 
"The question of battle management is magnified in the 

case where reliance is placed on kinetic energy weapons . It 
has been estimated that there will be in all at least 30,000 
items of debris floating around in midcourse which must be 
discriminated, in order to detect and deploy against active 
warheads . A satellite defense using kinetic kill vehicles 
(KKVs) would probably deploy at least 10,000 'smart bul
lets ' or homing interceptors , placed upon 2 ,000 small satel
lites. (This problem is greatly simplified in the case of las
ers-particularly as their frequency increases . )  Minimally, 
at least 100 would be needed-but such a low figure does not 
take into consideration the redundancy which is desirable in 
the face of Soviet attack . "  
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The Ewopean Defense Initiative: 
a near reality?-Part II 
Carol White presents the second part oj a proposaljor an anti-missile 
dejense oj Westem Europe developed by Gregory Canavan oj Los Alamos 
National Laboratory. 

The proposal under review here , is an article in the book, 
Swords and Shields. edited by Yost , Wohlstetter, and Hoff
man , which is scheduled for publication in the near future . 
Gregory Canavan, who is the assistant division leader of the 
Physics Division at Los Alamos , concludes that by all exist
ing parameters , the adaptation of the Strategic Defense Ini
tiative to Europe would be both easier and cheaper than the 
defense of the United States . In this section, he also shows 
the added advantage of integrating a U . S .  and a European 
system as one global unit . 

Theater defense battle management is simpler than stra
tegic defense battle management. Canavan explains :  "Also 
of concern is the integration of the data streams from warning 
sensors, defensive platforms , and ground stations .  In the 
strategic arena there are arguments pro and con about its 
practicality . In the theater, however, the threat is scaled down 
by about a factor of 10,  and the defenses are reduced accord
ingly , so that the overall computational and control problems 
are reduced by a factor of 10- 100, which should be tractable . 

"The relative performance of the various boost-phase 
concepts is an important issue that has been analyzed exten
sively in strategic exchanges. For nominal performance pa
rameters the predictions agree reasonably well that a constel
lation of 80- ] 00 strategic satellites would be required to ne
gate the simultaneous launch of 1400 fully hardened ICBMs. 
For the theater, the differences between predictions are even 
smaller. For a threat rate of 100 missiles in 100 seconds , or 
1 kill/sec , about 20 defensive satellites of 20 megawatt- 1 O  
meter mirror performance would be required . 

"If the defensive satellites are dedicated to the theater, 
however, a larger number of smaller satellites could be more 
efficient. The constellation required can be obtained by scal-
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ing the previous strategic results to the somewhat smaller 
launch areas and greatly reduced threat rates encountered in 
the theater. If the satellites' brightness is reduced by about a 
factor of 1 0 ,  e . g .  by deploying a constellation of 1 0-5 [ 10-
megawatt chemical lasers with 5-meter diameter mirrors
CW] satellites rather than the 20- 1 0s used for the strategic 
estimates above , the scaled constellation needs about 30 sat
ellites , which is only about a factor of 2 larger than the 
constellation of 20- 1 0  satellites that would be needed . 

"The few ,  large satellites are so widely separated that 
even the distributed launch area looks compact to them. Only 
a few satellites are close enough to contribute effectively to 
the battle .  The smaller, more numerous satellites are much 
closer together. Thus , more of them would be over the area 
at launch , which reduces their average range producing a 
more favorable scaling . 

"Smaller satellites should also be about an order magni
tude less sensitive to retargeting times and technologies as 
well as to other engineering issues , which scale primarily on 
brightness . And if the cost of a satellite is roughly propor
tional to its brightness , the cost of a 1 0-5 theater satellite 
should be reduced by about an order of magnitude from that 
of a l O-fold brighter strategic platform . Since the number of 
satellites would be reduced from strategic constellations by 
about a factor of 3 ,  and the cost per satellite by a factor of 10,  
the overall reduction could be a factor of 30. Thus , if  strategic 
satellites were to cost a few hundred million dollars , those 
for theater defense might cost a few tens of millions apiece . "  

Compared to the modest estimate of $ 1 2 1  billion for a 
fully-deployed ABM system of the sort outlined by the George 
Marshall Institute (see article, above) , the theater defense 
would cost only $4-5 billion at most . Canavan continues: 
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"Then the theater constellation would cost about 30 satellites 
x $20 mm1satellite = $ I B ,  although development, deploy
ment, and support costs would increase this by a factor of 
two to four. It is also plausible that smaller satellites should 
be faster to develop and produce . 

"In the boost phase there is a great deal of leverage asso
ciated with killing both MIRVs and decoys with the boosters . 
And in the theater, space laser constellations designed to do 
so are cheaper, smaller, and less sensitive to countermea
sures, technology, and missile deployments than strategic 
constellations .  Other directed-energy weapons share those 
advantages to varying extents . Ground-based lasers mini
mize both the mass in orbit and cost . Particle beams have 
unique advantages in lethality and in the discrimination of 
decoyed suppression threats . Both ground-based lasers and 
particle beams share the favorable constellation scaling dis
cussed above for space lasers , and for platforms of the same 
brightness, their constellations are about the same size . Ki
netic energy offers bulk lethality in the near term while main
taining an engagement window into the long term. 

''Thus , boost-phase concepts should be able to provide 
an appreciable share of the total kill rate required, as well as 
reducing the threat to levels mid-course technologies could 
discriminate and designate for intercept by NNK missiles
or hand over to the endoatmostpheric concepts , which could 
then be very effective. Thus, strategic defensive concepts 
could work well in the theater-particularly in multi-tier 
configurations with balanced attrition . " 

Performance of layered defenses 
Canavan further develops the argument that the anti-mis

sile theater defense will prove cheaper than the costs for long
range theater missiles . No credibility should be given to those 
who sell our birthright-Western civilization-for a mess of 
pottage; notwithstanding it is clear that the European Defense 
Initiative will cheapen the cost of defending Europe. How
ever, by any sane criteria, it is not necessary to have an exact 
balance between the cost of offense and that of defense. What 
after all is the price of those cities which would otherwise be 
destroyed? 

Canavan continues: "Previous sections discussed the per
formance of the defensive concepts in isolation. This section 
treats them in concert, giving an approximate evaluation of 
their cost effectiveness and placing all factors that enter their 
evaluation into a consistent framework. 

"The cost of the threat is a key element, but the only 
information on that subject comes from applying Allied costs 
to Pact forces . For the Allies the approximate costs for long
range theater missiles are roughly $20M per launcher. This 
discussion first uses that value for Pact forces as well and 
then assesses the sensitivity of the results to doing so at the 
end . Threat size and rate are also important. The 30-satellite 
theater constellation was derived for the simultaneous launch 
of 100 missiles accessible for 100 sec . , or a peak threat of I 

26 Science & Technology 

missile per second. 
"In a conflict involving many launches spread out over a 

period of hours or days , additional kills could be provided 
with the same number of satellites by giving each extra fuel , 
which is essentially free compared to the capital costs of the 
defensive platforms. A kill requires a few tens of kilograms 
of fuel . Even at launch costs of $ 1  ,ooolkg that is only a few 
tens of thousands of dollars per shot, so that the incremental 
cost per kill in extended engagements would only be a few 
percent of the peak cost per kill . That simply reflects the fact 
that the peak threat rate sets the fixed cost through the plat
form brightness and constellation size required, while the 
extended rate pays only the variable cost for fuel . 

"Boost phase [laser] defenses have large fixed costs but 
small variable costs, so the average cost per kill scales in
versely with the size of the threat in extended engagements . 
For 100 launchers, defense with boost-phase lasers would 
cost about the $ I B  calculated above, giving a cost per kill of 
about $ 1  BI I 00 missiles = $ lOMlmissile . If the constellation 
is instead sized for equal contributions from each of four 
layers, the boost-phase allocation would only be 25 kills. For 
that the laser constellation could be scaled down by a factor 
of 4,  reducing its cost to about $ 1 50M. Note, however, that 
the cost of the whole system increases by 20% . That reflects 
the admixture of discrimination elements , which are not ef
ficiently utilized at low rates , as discussed below. 

"If the threat is increased .to an extended attack of 1 ,000 
missiles , which are shared equally among the four tiers , the 
boost phase cost would drop to $ IB/250 = $4Mlkill , at 
which the boost phase would have a cost advantage of rough
ly 5: I .  Boost phase concepts are particularly useful because 
they are effective against both high threat rates in simulta
neous launches and large inventories in extended engage
ments . While stated for space lasers , this scaling also holds 
for hybrid lasers and particle beams . ["Hybrid laser" refers 
to a system composed of a ground-based laser and orbiting 
spaced based mirrors . ]  

"Midcourse costs scale differently. Assuming fixed costs 
of $500M and variable costs of $2M1kilI, for 100 missiles , 
the midcourse defenses would cost about $500M + $2M1kiIl 
x 100 missiles = $700M. That gives $7M1kill; for 1000 
missiles the cost would drop to $4M1kiIl . At the larger threats 
the fixed and variable costs are comparable . While these costs 
are rough, reasonable variations do not change the observa
tion that the high fixed costs .of the discrimination concepts 
make midcourse concepts more attractive for large threats 
where they can be prorated over many decoys. 

"High endoatmospheric concepts' fixed and variable costs 
are reduced by a factor of two relative to mid course , but the 
patterns are similar to those seen in mid course . Costs are set 
primarily by fixed costs at low threat rates. The cost per kill 
there is $ l1Mlkill . It decreases to $2M1kill at 1,000, which 
gives an advantage of 10 :  1 � . Low Endoatmospheric costs 
decrease by another factor of two but fixed costs are still 
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dominant for small launches-about $4 . 5M1kill-though 
they drop to under $ IM1kill for 1000 missiles . 

"Summarizing, boost-phase and midcourse concepts for 
the nominal threat of 100 simultaneously launched missiles 
could cost $ I B ,  relatively insensitive to cost assumptions .  
High endoatmospheric concepts would be lower by about a 
factor of three and low endoatmospheric concepts by a factor 
of six, if they could operate alone. If the choice was based 
on cost alone, only the terminal layer would be selected. But 
performance must also be included, since isolated low en
doatmospheric defenses can be saturated or bypassed. It is 
necessary to estimate, as was done earlier, the threat each 
layer can handle. 

"Strategic defense concepts could provide considerable 
leverage when deployed singly and even more when de
ployed in concert. The endoatmospheric layers serve both as 
an underlay to exoatmospheric defenses and as a stand-alone 
defense against shorter range missiles . The midcourse could 
both reduce the threat to a level they could handle and provide 
the information they would need to do so. And the boost 
phase operates, in part just by its presence , to filter RVs and 
decoys to a level the mid course can either kill or discriminate 
for endoatmospheric intercept. " 

Performance against other threats 
Applying an ABM defense to the European theater allows 

the opportunity to merge a tactical anti-missile defense with 
a tactical defense against airplanes .  Canavan develops how 
the space based laser can be used to shoot down airplanes , 
helicopters, and cruise missiles: 

"The discussion above treated theater missiles , but the 
laser concepts can actually be applied to a wider range of 
targets , since they can deliver energy deep into the atmo
sphere-essentially to the ground. This gives them an ability 
to strongly suppress air breathing threats , nonnuclear theater 
threats, and non-theater nuclear threats , as well . 

"Aircraft. Both space lasers and ground-based hybrids 
can deliver high-intensity beams to endoatmospheric targets . 
Thus, given detection of bombers and cruise missiles , it 
should be possible to destroy them like missiles . Their thin 
skins, lightweight structures, and high aerodynamic loads 
make them intrinsically no harder to lasers than missiles, and 
their long ranges make additional hardening impractical . An 
air breathing platform'S survivability depends largely on its 
ability to fly close to the ground to make its radar and IR 
signatures in clutter. Laser attacks from above bypass those 
defenses . Detection and track of dim targets in clutter is 
difficult, but it should benefit from strategic research . It i!> 
also aided by the absence of decoys and the presence of 
auxiliary cues , such as the target's  own terrain-following 
sensors. 

''The tight geometry of the theater would help in localiz
ing the search, and the target' s  modest speed gives adequate 
time to execute it, since search times are measured in thou-
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sands of seconds , rather than the tens to hundreds available 
for the engagement of boosters . And because these opportun
ities occur long after missile launch, searching for and inter
cepting air breathing vehicles should not interfere with the 
lasers' primary anti-missile mission. 

"The number of vehicles in the air breathing threat would 
probably be comparable to the number of missiles, but the 
time for their engagement would be 10- 100 times, and con
stellations sized for missiles would have kill rates far in 
excess of that required for the air-breathing threat. Lasers 
could defend against missiles for the first hundred seconds, 
midcourse objects for the next few hundred, and then air 
breathing platforms for the last few thousand seconds of the 
engagement. The same constellation would be roughly the 
right size for each, and the serial execution of these missions 
should not cause conflicts . 

"These arguments only depend on the characteristics of 
the target vehicle, not those of the weapon it carries. They 
apply to nonnuclear aircraft as well . Burning a hole in an 
airplane' s  wing could require a few tens of mega joules of 
energy, which the laser could generate from a few tens of 
kilograms of fuel for a few tens of thousands of dollars . Since 
even conventional fighter aircraft cost around $ 10M, lasers 
could have roughly a 100: 1 advantage in cost. The key is that 
the laser platform' s  capital costs have already been paid for 
by its missile defense role. Because of that the laser could be 
far less expensive than other means of achieving the mission. 

"The suppression of nuclear weapons by strategic defen
ses could lead to the return of fluid conventional engagements 
with rapid strikes and deep penetrations for which concentra
tion and surprise are pivotal. Disrupting and confusing such 
offenses is the most effective defense against them. Thus, 
space lasers , which could strike anywhere with little delay 
could have very high leverage in disrupting the sensors, com
munications , and control components needed to support such 
rapid concentrations . 

"Chemical and biological weapons are an integral part of 
Soviet planning. There is also a strong incentive to destroy 
them in the boost phase to prevent any part of their payload 
reentering over one ' s  temtory. Dispersing the materials in 
space through midcolJr�f' or high altitude intercepts are also 
viable options . If, however, it is necessary to engage them in 
the atmosphere , there could be a significant advantage in 
intercepting them with nuclear warheads , which would min
imize the uncertainty in the intercept and vaporize the active 
components . 

"Strategic Missile: The suppression of theater launchers 
could cause the attacker to consider the introduction of 
launchers from outside the theater. Obvious candidates are 
the use of SLBMs or ICBMs on theater targets . On closer 
inspection, neither option is viable . Even if an SSBN [sub
marine] could release all of its missiles simultaneously , the 
threat rate so generated would only be about 10 missiles in 
100 seconds , or 0 .2  per second-an order of magnitude 
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below that for which theater boost-phase defenses would be 
sized. 

"Theater defensive constellation would be oversized by 
a factor of 10 to handle whole-boat launches, and strategic 
constellations would be oversized by a factor of 100. Releas
ing less would make the mismatch even worse. For the launch 
of a single missile the threat rate is only about O.Ollsec. , 
which is about a factor of 100 below the capability of the 
theater defenses . Thus, such a launch would uselessly expose 
the SSBN in order to launch a missile that would immediately 
be destroyed. Moreover, the SLBM would be destroyed 'for 
free, '  since the satellites involved are temporarily away from 
the theater proper, and hence would otherwise be dismissed 
as 'absentees '  from it. 

"Similar arguments demonstrate the futility of using 
ICMBs in selective support of the theater. Theater constel
lations would also provide, again via absentees , coverage for 
equal launch rates from Soviet ICBM fields. Satellite cover
age is global . Thus, providing a given coverage anywhere 
automatically provides about the same coverage every
where."  

Survivability of space assets 
Canavan writes: ''The survivability of predeployed space 

assets has both technical and political components . The ma
jor issues that require analysis are the self-defense of individ
ual satellites , the mutual defense of defensive constellations , 
and the identification of defensive constellations that are ro
bust against sophisticated and deceptive suppression. For 
self-defense a lone satellite' s  tools are hardening, maneuver, 
and self-defense . Current satellites have little hardening, ma
neuver, or active defenses-primarily because there has nev
er been a requirement for them. But using thick shields, 
replaceable components ,  and techniques already used on oth
er strategic systems such as ICBMs and RVs-which are all 
extremely hard, though transient, satellites-it would be 
possible to increase the hardness of satellites by factors of 
hundreds. Efficient maneuver packages exist; they only have 
to be deployed. And self-defense could involve missiles little 
more complicated than air-to-air rockets . A combination of 
them would handle existing threats . 

''The difficulty of self-defense increases if the attacker 
can deploy decoys and conceal its warhead. Properly ar
rayed, decoys could decrease the effectiveness of self-de
fense missiles inversely with the number of decoys per weap
on. One counter is to reduce the size of the defensive satellite. 
For example, a satellite with 5- 10 NNK missiles would have 
about the same mass as the attacker, and a satellite with a 
single missile would weigh a factor of four less ,  so there 
would be no incentive to attack it at all . Defensive platforms 
could also use decoys to confuse the attacker. 

"Discrimination is the most powerful tool for self-defense 
against deceptive attacks. The use of lasers and particle beams 
to discriminate midcourse threats was discussed above. They 
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TABLE 1 
Fixed, variable, and total costs for each 
regime 
(millions of dollars) 

Fixed Variable One-Iayer Multl-"yer 

Threat (RVs) 1 00 1 00 500 1 ,000 

Boost 1 ,000 1 ,000 250 1 ,000 1 ,000 

Mid 500 2.01kil l 700 550 750 1 ,000 

High Endo 250 1 .0/kill 350 280 380 500 
Low Endo 1 00  0.5/kil l 1 50 1 1 0 1 60 230 
Total 1 ,850 2,300 1 , 1 90 2,290 2,730 

should also be suited to interrogation of the suppression threat, 
which is just a decoyed missile launch targeted on the defen
sive platforms themselves . Eliminating the attacker's  decoys 
reduces the engagement to a one-on-one exchange that is 
always favorable to the defensive satellite. Discrimination 
should also make it possible to sweep space and neutralize 
mines ." 

The integration of U.S. and European defense 
In this section Canavan refutes the contention that there 

would be any trade-off between the United States having a 
Strategic Defense Initiative , and the defense of Europe. He 
writes: "Stability provides the framework for integrating the 
defenses ' cost and performance with its military and political 
impact. The three main criteria that must be satisfied are 
crisis , arms control, and transitional stability . The first in
volves the identification of the defensive configurations that 
must be avoided to assure that neither side sees an incentive 
for preemption in a crisis , i . e . ,  a situation in which one side 
can only assure its survival by striking first and using its 
limited defense to negate the other' s  ' ragged ' retaliation . 

"In the theater, crisis stability involves the identification 
of configurations where one's  adversary might attempt to 
extract himself from a failed operation or prepare the way for 
an offensive by preemptively destroying the forces counter
ing them. Either would involve nuclear forces . If strategic 
defense assets are not coupled; to the theater, global stability 
analyses can be scaled down to theater force levels , predict
ing a broad channel for stable mutual deployments of defen
ses . 

''The kill rates required, however, from strategic constel
lations are about a factor of 10 greater than those for theater 
defenses . Thus,  a full strategic constellation could contribute 
about 10,000 kills in an extended engagement. Even a 10% 
completed constellation could contribute 1 ,0000and it could 
do so without interfering with its strategic role, which is 
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executed by the satellites that are over the strategic launch 
area. Strategic satellites would also spend roughly as much 
time over theater as strategic launch areas , meaning that at 
every stage of deployment, strategic constellations would 
provide-at essentially zero cost to the theater-coverage 
better by a factor of 10 than they give to the strategic home
lands themselves .  

"It has been suggested that the development of  capable 
defenses could let the U .S .  and Soviets retreat behind their 
strategic umbrellas , making the theater ' safe for conventional 
war again. ' But that assumes that strategic defenses would 
be more effective in defending their homelands than in pro
tecting their theater allies , whereas the reverse would appear 
to be the case . Even imperfect strategic defenses could very 
effectively suppress theater missiles . Moreover, a major cur
rent difficulty in the theater is the uncertainty over if and 
when Pact forces might use nuclear weapons . Concentrated 
for defense, Allied forces are vulnerable to preemption; dis
persed for survivability , they could perform poorly against 
fluid strikes. Providing defenses against nuclear threats would 
resolve this ambiguity and make it possible to return to con
ventional defensive formations more favorable to the Allies . 

"Arms control stability concerns the response that defen
sive deployments induce in offensive force levels .  Defenses 
induce changes in offensive deployments . That shifts the 
stability boundaries that govern subsequent decisions on the 
other side's defensive deployments . In assessing the stability 
of this feedback mechanism, the key issue is the cost effec
tiveness of the defensive increments . If they are cost effec
tive, their introduction could be countered most cheaply by 
the deployment of defenses by the other side , in which case 
offensive force levels should decrease , or at worst remain 
fixed. 

"In that situation defenses and arms control are mutually 
supportive, with defenses providing the positive incentive 
for arms reductions that appears to be absent in current ne
gotiations .  Only if cost-ineffective defenses were actually 
deployed would there be an incentive to increase one 's  offen
ses in an attempt to bankrupt one's  opponent. For the cost 
estimates in Section V, layered theater defenses should have 
adequate margin to produce a stabilizing deployment. Cur
rent research efforts should thoroughly test those estimates . 

''Transitional stability treats the conditions for a gradual 
transition from offensive to defensive force dominance. Two 
of the main criteria, crisis stability and survivability, were 
discussed above . The third, predictability , recognizes that an 
adversary' s  actions are driven not by reality but by his uncer
tain knowledge of the defenses under development. Thus, a 
defense-conservative estimate could lead to the premature 
deployment of cost-ineffective systems . Such instabilties 
could be reduced by timely exchanges of information on the 
testing of key components . For related reasons , significant 
advantages could also accrue to a joint U . S . -Allied evalua
tion of the concepts for strategic and theater defense, their 
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impact on the theater, and the impact global deployment 
could have on the defense of the theater. The broad applica
bility of strategic defense concepts to the theater would make 
an independent evaluation unsatisfactory ."  

()verall assessmnent 
Canavan concludes: "Previous sections discussed the 

framework for analysis and performance of strategic defense 
concepts in the theater. Each benefited from some aspect of 
theater operations . Boost-phase concepts benefit from the 
slower offensive missiles , shorter ranges, and efficient, sur
vivable popup basing modes available in the theater-partic
ularly in extended engagements . Lasers, particle beams, and 
kinetic energy concepts should all have useful roles in both 
the near and far terms . Their combination should make it 
possible to strongly suppress the deployment of both decoys 
and RVs , intercept multiple RVs before release , and achieve 
a robust level of survivability . 

"Midcourse defenses benefit from the use of laser and 
particle beams for active discrimination and nonnuclear IR 
homing missiles for intercept. Similar interceptors could pr0-
duce even cheaper kills in the high endoatmosphere, if pr0-
vided with long-range discrimination from the midcourse. A 
common technology is passive infrared sensors , which are 
valuable both because of their compactness and their surviv
ability . 

"Against short range missiles, endoatmospheric concepts 
benefit from reduced decoys-no decoys in the case of short 
range missiles-and the enhanced survivability of hardened, 
mobile sensors and interceptors . The combination of tech
nolgies also provides a strong counter to salvage fused and 
maneuvering threats . Nonnuclear kill could also provide a 
timely counter to nonnuclear theater ballistic missiles used in 
the early phases of an engagement. 

"There is a strong interaction between the different de
fensive tiers , as well as a strong synergism between theater 
and strategic constellations. That should also produce a strong 
capability against both nonnuclear theater ballistic missiles 
and nuclear or nonnuclear air breathing vehicles. Theater 
defenses should be oversized against nominal ICBM or SLBM 
threats from outside the theater, and excursions could be 
handled by strategic assets without interfering with their pri
mary mission . 

"Survivability should be more robust than is generally 
thought. It should be possible to achieve it for ground based 
components through a combination of hardening, mobility, 
and passive sensors . Airborne sensors should be particularly 
robust. This combination of survivability and cost-effective
ness should also make the introduction of defensive concepts 
in the theater stabilizing , since they would inhibit the deploy
ment of additional offensive forces, discourage preemption, 
and suppress other conflicts . Thus, the application of strateg
ic defense concepts to the theater is a natural and positive 
corollary to their development in the strategic arena. 
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SDI budget request: 
shift from lasers 
by Robert Gallagher 

The Strategic Defense Initiative Organization (�0I0) is re
questing $500 million less for Defense Departmeritp�grams 
to develop laser and particle beam technology for Fischl Year 
1988 than it requested in January 1986 for the current fiscal 
year. The request for funding of directed energy weapons is 
the only one of the five Defense Department SOl program 
areas that is not higher than the amount requested last year 
(see Table 1 ) .  SOlO now places equal emphasis on directed 
energy weapons and "kinetic energy weapons," which are 
designed to destroy their targets by direct impact or explosion 
of a nonnuclear warhead . 

This shift in emphasis appeared in the aftermath of 
congressional action last summer that simultaneously (and 
contradictorily) slashed last year's request by $ 1 .6  billion 
while demanding that the program move toward "early de
ployment" of a partial strategic defense . Now the request for 
funding for directed energy weapons is only one-fifth of the 
total Defense Department SOl budget request , whereas it was 
one-third, last year. 

Sources close to the SOlO report that the decision has 
. been made to focus on development of "space-based kinetic 
kill vehicles ," small chemical-fueled rockets stationed in or
biting satellites, for a first-generation system to intercept 
Soviet ballistic missiles in their boost phase , the first few 

TABLE 1 

minutes after they are launched. This proposed design was 
first made in 1 959 under Project Defender and was dusted off 
in 1980 by Danny Graham's High Frontier project to deploy 
"off the shelf' technology for an ABM defense. In the years 
since Graham made his unfortunate proposal , the United 
States could have developed the laser technology required 
for "early deployment" by 1 990, had the resources been 
allocated. Instead, not only did President Reagan refuse to 
adopt the required "Apollo program" approach to the SOl, 
but Congress then massively cut the meager funds he request
ed. There remains little doubt that "early deployment" of 
kinetic energy weapons is entirely a budgetary question, not 
a technological one. 

However, good can come out of bad. Defense Secretary 
Caspar Weinberger has used the opportunity opened by the 
calls for early deployment, to demand funding for a heavy
lift launch vehicle capable of lifting 100,000 to 1 50,000 
pounds into earth orbit , a capability we need anyway to move 
out to space in a colonization program and which EIR called 
for in our second quarter 1986 Quarterly Economic Report. 
Weinberger requested $250 million for development of space 
transportation technology in a December 1986 request for a 
supplement to the 1 987 SOl budget, and is asking for another 
$300 million for 1 988.  About half of this money is intended 
for development of the new launch vehicle. 

Sources close to the Pentagon report that the Patriot anti
aircraft missile system will be upgraded into a full-blown 
antitactical ballistic missile (A TBM) system, to provide some 
defense for Western Europe, Japan, South Korea, and Israel 
against the intermediate range SS-20s , SS-2 1 s ,  SS-23s , and 
so forth. Others report that this upgrade has already been 
made, but is now being publicly announced to counter the 
move toward decoupling Western Europe and the United 
States. (Such a system is allowed under the 1 972 ABM 
Treaty. )  

New SDI budget request confirms shift in  program 

Testing of a Patriot anti-missile missile. 
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(in millions of dollars) 

FY87 'Yo Change 
FY86 FY87 FY87 Change Suppl FY88 va. FY87 

SOl area Act1 Req. Act1 86-87 Req. Req. Req. Act. 
Surv, Acq, Track, 

Kill Assess. 857 1 262 960 1 2% 70 1 490 1 8  55 

Directed Energy 844 1 61 5  803 -5% 70 1 1 00 -42 37 

Kinetic Energy 596 991 740 23% 60 1 070 8 45 

Systems Concpt 
Battle Mgmt 227 462 384 69% 40 627 36 63 

Surv, Lethality 
Support ' Tech. " 222 454 320 44% 260 900 98 1 81 

Total 2759 4803 3207 1 6% 500 5220 8.7 63 

"Includes space transportation technology research and development: $250 million for FY87 supplemental 
and about $300 million for FY88 request. 
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Reagan 'recovery' 
leaves one-third of 
nation in poverty 
by Carol Cleary 

In the June 1 5 ,  1985 Quarterly Economic Report, EIR presented a survey of the 
real situation confronting the American consumer. At that time, we documented a 
continuing attrition in standards of living amounting to a collapse on average of 
4O%-if it were taken into account that the one-wage-earner family of the 1950s 
was being replaced by households which could only be sustained by two or more 
working adults , fast losing the capability of reproducing themselves-that is , 
becoming childless . 

At that time, we took the Labor Department' s  own estimates of the weighted 
proportionalities of household market-basket expenditure, and compared these to 
the actual cost of the items in question-rent, food, etc .-to find the unlikely 
figure for a moderate family income, by the government's  own standards, of 
$60,000 before taxes needed to feed a family of four. This , of course, in no way 
represented the reality of 1985 . 

But what of today, after 1 8  more months of the "Reagan recovery"? Today, 
we see conditions in which one-third of the nation lives in real poverty, comparable 
to the poverty of the "one-third of a nation" which President Roosevelt deplored 
as ill-clad, ill-fed, and ill-housed. In the United States, in the year 1986, Americans 
were again lining up at soup kitchens and food pantries as their only alternative to 
slow starvation ! 

Worse still , ·  the present great depression has clearly not bottomed out. If the 
Reagan "prosperity" continues much longer, we shall see a collapse of far greater 
proportions than the depression of the 1930s, as the very fabric of society unravels, 
A new wave of industrial layoffs makes the point. Symptomatic are the just
announced 30% cutbacks in the workforce by AT&T, from a payroll of 374,000 
people in January of 1984 to 274,000 in the post-holiday season; the USX lockout 
which has gone on since July; and OM's  plans to lay off 100,000 workers in the 
near future. 

This pattern of industrial layoffs has resulted in the de facto substitution of 
service for industrial jobs , as the service sector has mushroomed parasitically to 
dominate the economy. In some instances, these new jobs offer wages at only one-
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Unemployment lines in New York City . Now not only industrial jobs are being terminated, but workers in the "service sector" are also 
being laid off. 

half the level of those which have been lost; and this has been 
coupled with the reduction of the hours of employment from 
full-time to part-time . 

But a phase shift has now occurred . Layoffs in major 
industries-factories which sustain the economic life of the 
towns in which they are situated-have a multiplier effect on 
the whole economy . For every industrial job lost , estimates 
range , from two to six service jobs are lost , too . Under these 
circumstances ,  even the present precarious existence of that 
one-third of the U . S .  population will be threatened-while 
the rest of the nation is pauperized. The implications of such 
a phase shift are obvious and intolerable . 

The condition of one-third of the American nation is a 
reality which President Reagan would sweep under the rug 
were he able , but it is a reality to be viewed with a caveat in 
mind: Unless we have a rapid shift in basic economic policy , 
this is only the beginning . 

BLS statistics a hoax 
The good news about the "Reagan recovery" is that the 

official Bureau of Labor Statistics '  unemployment rate is 
down 2 .7%,  from its all-time high of 9 .7% in 1982.  The bad 
news is that the figures are a fraud . They represent displace
ment of the workforce into low-pay , low-benefit jobs , and 
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involuntary part-time jobs.  They represent personal credit
card debt , jobless workers without unemployment benefits , 
hungry persons without food stamps , underemployed and 
unemployed workers seeking food charity , homeless per
sons , and rapidly growing poverty. 

A lot of objections can be made to the use of the Bureau 
of Labor Statistics (BLS) rate of unemployment. It excludes 
discouraged workers , and civilians not currently in the labor 
force who want jobs , such as youth who have never found 
jobs during today' s  Reagan "recovery . "  The BLS employ
ment statistics count anyone as employed who worked during 
a given month, or for any length of time during any week
even though the same person may be only temporarily em
ployed . 

For example , the BLS unemploYn;J.ent rate for 1984 was 
7 . 5 % ,  but the BLS incidence of unemployment (those who 
were unemployed at some time during 1984) was 1 7 .4% .  For 
both rates ,  it counted as employed a person who worked one 
or more hours in a week ! It also greatly skewed the unem
ployment rate by counting part-time workers as if they were 
employed full-time, including those who worked part-time 
only because they had failed to find a full-time job . 

In September 1 986 , over 20% of the civilian workforce 
(24 million workers) worked fewer than 35 hours a week; the 
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Figure 1 
Unemployment rate, 1 948-1 986 
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average was about 2 1  hours a week. This includes the under
employed, such as the blue-collar worker, often with a large 
family, who has , of necessity , taken a low-paying job in the 
service industry. He is considered fully employed, even 
though his family's  market-basket has now dropped from 
middle class to poverty level. 

A graph of BLS unemployment rates since 1 948 looks 
like a roller coaster ride (Figure 1) ,  with the Reagan recovery 
showing an especially thrilling descent from the 1 982 heights 
of unemployment. 

Figure 2 tells the story very simply , except for 1 985 , 
when there was a sudden temporary surge in government 
jobs . Service-sector jobs have been steadily increasing as a 
percentage of the total non-agricultural workforce since 1973 , 
while goods-producing jobs , by all measures, have been 
steadily decreasing . During 1986, the trend steadily worsens . 
Since the end of 1985 , 95 % of net new jobs ( 1 . 2  million out 
of 1 .3 million) were in the health services , business services, 
or retail trade. For September of 1 986, the average weekly 
paycheck for health and business services was $266, and for 
retail trade $ 176-50% less than manufacturing . 

Displacement into part-time jobs 
Part-time employment, especially temporary employ

ment, is a large part of the "Reagan recovery." Temporary 
manpower agencies are the third-fastest-growing business in 
the economy. More than six out of every ten workers who 
took a part-time job between 1979 and 1985, wanted a full
time job.  

But worse, as the average blue-collar worker was dis
placed from a high-paying job with good benefits in manu
facturing, his wife w�s forced to also work part-time to make 
ends meet. Sixty-two percent of those part-time workers were 
employed in the wholesale and retail trades, or in the service 
sector. 

According to a November 1 986 study released by the 
Council on International and Public Affairs , 49 .4% of total 
private-sector jobs (4 1 . 2% of the total workforce) have an 
average pay scale within the poverty zone defined by food 
stamp guidelines ( 1 30% of poverty) . As of June 1 986, aver
age weekly earnings in the wholesale trade were 93 .4% of 
the average weekly earnings in manufacturing . Insurance ,  
real estate, and finance earnings averaged 75 . 3% of manu
facturing; retail trade averaged only 46.5% of manufacturing; 
health services averaged 84. 1 % of manufacturing; and busi
ness services averaged 66.5% of manufacturing. As of Sep
tember 1986, in the retail trade, average weekly wages were 
only 44. 1 % of manufacturing. 

Moreover, average retail weekly wages relative to man
ufacturing wages have declined steadily: In 1962 , they were 
63 . 1% of manufacturing, but in 1980, only 5 1 % .  Since the 
new jobs available for displaced workers are primarily in the 
retail trade and service sectors , the combined income of the 
average 1 .6 family members working in this post-industrial 
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nightmare called a restructured economy , cannot even ap
proximate the income-equivalent of the single blue-collar 
breadwinner of days gone by . 

The result is that one in five American children now 
grows up in a family below the poverty line , in need of private 
charity, particularly at the end of the month, when under
employed families , now roughly one-third of the working 
population , show up at soup kitchens and food pantries, or 
simply go hungry so that they can pay other bills .  This need 
is growing so fast that private distribution networks have no 
possible means of keeping pace . 

In 1955 , some 60% of all households consisted of a work
ing father with the mother at home raising the children, main
taining a perhaps banal , but respectable , cultural standard. 
By 1 980, only 1 1  % of all households met this standard; by 
1985 , only 7%.  The chIldren are left on their own to watch 
television, videotapes ,  or play computer games, susceptible 
to the media behind the cultural degeneration that has swept 
the country . By 1983 , 8 . 7  out of every 100,000 children age 
15 - 19  were committing suicide , compared to only 3 .6  per 
100,000 in 1 960 . The divorce rate in such distressed homes 
has skyrocketed. In 1 970, before the 1 973 push into a post
industrial economy , only 10 .7% of children lived in single
parent homes.  By 1983 , just 1 3  years later, 20 .0% did. The 
U . S .  Census Bureau claims that 59% of children born in 1983 
will be living in single-parent homes by the time they reach 
the age of 1 8 .  

Pauperization of the workforce 
Between 1 979 and 1983 , 1 1 . 5 million adult workers , of 

a total civilian workforce of 1 1 3 . 5  million by 1 983 , were 
displaced from their jobs due to a company ' s  going out of 
business , a plant closing , or an indefinite layoff that became 
permanent. A recent BLS survey indicates that during the 
1 979-83 period , one of every seven adult workers was dis
placed. Two-thirds of these displaced workers were blue
collar, and one-third was white-collar (Figure 3) . The South
east, North Central , and Mid-Atlantic areas were hit the 
hardest by displacement. 

The average pay of a job lost was $444 per week, 36% 
above the national average , but the average pay of jobs gained 
was $272 per week, 1 6% below the national average. New 
jobs-in the retail trade and the service sector-paid an 
average of $ 1 72 less per week, or 40% less than the jobs 
workers had held previously . Even low-wage manufacturing 
jobs, like textiles and apparel , pay more than many of the 
low-wage service jobs created in this period . 

So, for example , for every apparel industry job lost, one
and-a-half hotel jobs were created at 67% of the weekly 
wage . Of those dislocated workers who managed to find new 
jobs , only one-third-mainly the highest-skilled profession
als---was eventually able to find jobs with equivalent weekly 
earnings.  

Looking at weekly wages before and after displacement, 
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Figure 3 
Displacement by industry, 1 979-1 984, and percentage of total labor 
force accounted for by each industry, 1 979 
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Figure 4 
Workers' weekly wage levels before and after dislocation 
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one sees the tragic story for the average American working 
family trying to make ends meet (Figure 4) . Before 1973 , 
when the United States had a policy of industrialization, 
average gross weekly earnings in constant 1985 dollars grew . 
But after 1973, as the oil hoax ushered in post-industrial 
policies in the United States, average gross weekly earnings 
have continued to fall almost constantly (Figure 5) . 

If one compares the percentage of low- , middle- , and 
high-income jobs available from 1973 to 1985 , it is clear that 
the U. S .  economy is no longer able to sustain a middle class.  
Of 22. 2  million adults at or below poverty level , 9 . 1 million 
worked; 2. 1 million of those worked full-time for the full 
year, yet were still not able to escape poverty. Hence, close 
to half are "working poor. " 

Part of the problem here is that the minimum wage has 
not kept pace with inflation. During the 1960s and 1970s , a 
head of household working at minimum-wage levels gener
ally earned enough to keep a family of three from poverty. 
However, today's  minimum wage provides a full-time, full
year wage-earner with a yearly income of only $6,968 ; the 
poverty level for an individual in 1986 was about $8 ,827 ! 

In 1985 , 14% of the U . S .  population was at or below 
poverty level in income. Currently , poverty level is defined 
as an annual income of $10,989 for a family of four. The 
14% of the population at or below poverty level is the highest 
ratio since 1966, except 1982-84. The Reagan "recovery" 
leaves the average citizen in a condition of poverty greater 
than in any so-called non-recession year in two decades ! Of 
all children less than 17  years old, 20. 1  % live in poverty , 
40% higher than in 1973 . 

Figure 5 
Average gross weekly earnings, 1 960-1 985 
Dollars (1 985) 
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No benefits for the unemployed 
Fewer and fewer of the unemployed workforce are ac

tually receiving unemployment benefits . The average length 
of time a worker remains unemployed increased 34% from 
1969 to 1979 , and an additional 45% from 1979 to 1985 , 
generating a total increase of 79% from 1969 to 1985 . But 
while the period of job loss has increased due to the collapse 
of many industries ,  the number of unemployed workers re
ceiving benefits has dropped from 67 . 2% in 1975 to 32.5% 
in 1986 (Figures 6a and 6b) . Ironically , a person may lose 
a lower-skill , less-secure job, which he had found to replace 
his original blue-collar job, and not have worked long enough 
to qualify for unemployment, based on the more recently 
acquired job. In fact, as the Reagan recovery deepens,  and 
more and more manufacturing jobs disappear, these people, 
if they are more skilled, may bump a less-skilled worker out 
of his service-sector or retail-trade job.  Then, as the less 
skilled get bumped down the skills ladder, the least skilled 
become, after exhausting unemployment, welfare, etc . , the 
homeless . As the Reagan recovery deepens, homelessness 
has begun to rapidly increase .  

Although the current administration has been toying with 
the California and Massachusetts models of training people 
on welfare to put them to work, in reality , federal expendi
tures for worker training have decreased dramatically, from 
$ 1 1 ,246 million 1986 dollars in Fiscal 198 1  to $5 ,641 million 
1986 dollars in Fiscal 1986. 

The minimum wage, in fixed 1985 dollars , reached a high 
in the late 1960s of $4 .95 per hour, but, except for a brief 
period of relative stability in the late 1 970s , has been falling 
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Source: BLS 
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Figure 6a 
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Figure 6b 
Comparison of unemployment measures 
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fairly steeply ever since (Figure 7) . 

The actual value of major benefits for the poor, such as 
Aid to Families with Dependent Children (AFDC), which 
averages in most states about $2 1 2  per month, has declined, 
in constant 1970 dollars , 33% over the 1970-86 period. But 
at the same time, the cost of housing and utilities has in
creased 161 .7% ( 1 973-85) .  It has thus become virtually im
possible to survive honestly on welfare, without entering , in 
one way or another, the growing underground economy re
lated to unreported job income, sales of illegal drugs , child 
pornography, and the like. 

As Gramm-Rudman and the other current budget policies 
further squeeze federal support for most of these "safety 
nets ," the federal government has increasingly tried to shift 
the burden of supplying food stamps and unemployment and 
welfare benefits onto state and local governments; however, 
these have a tax base that is

· 
shrinking fast, and face less 

federal support in exactly the areas where the need for a safety 
net is greatest. 

Food assistance inadequate 
After various scandals about food stamp fraud, which 

resulted in the federal government's  withdrawing funds from 
states who exceed a certain foOd stamp error rate, state food 
stamp agencies have become so fraud-conscious that they 
routinely take people off food stamps for no apparently legit
imate reason, forcing them to reapply,  and go through the 
laborious bureaucratic mill after missing food stamps for a 
certain period. Fraud consciousness and the numerous and 
constant changes in regulations , have made state agencies 
supersensitive about waiving many technicalities that auto

matically exclude needy persons (Figure 8) . 
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Figure 7 

The real value of the minimum wage 
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For example, a farmer whose farm is going under, be
cause he has fixed assets in his farm equipment, is automati
cally disqualified from food stamps, just as he doesn't qualify 
for unemployment (he 's  self-employed) . The result of these 
disqualification policies is that, while many people do use 
food stamps, this number is still a very small percentage of 
those in actual need, as one looks at the vast numbers of 
Americans who are in the 1 30% of poverty range . 

Private food pantries estimate that many underemployed 
working families in the 1 30- 1 50% of poverty range-offi
cially too high to qualify for food stamps-cannot feed their 
families properly at some time during the year, usually at the 
end of each month as bills come due. These people may not 
need the same level of food stamp support that the average 
food stamp recipient needs, but it would be far cheaper to 
provide partial food stamp support than to set up food distri
bution networks. 

Many communities are now faced with an overwhelming 
need for emergency food assistance, as underemployed, poor 
working families ,  most of which do not qualify for food 
stamps, begin to face periods of poor nutrition at the end of 
the month when the food budget is sacrificed to try to pay 
bills. The U . S .  Conference of Mayors has noted a trend 
confirmed by private food charity networks: Soup kitchens , 
food pantries, and shelters for the homeless are faced with 
the needs of families of all ethnic groups , not just senior 
citizens, minority groups , or in the case of shelters , vagrant 
single adults of low job skills who have been previously 
institutionalized. 
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A good illustration of how fast the need for food charity 
is increasing, and at the same time, how unable the food 
bank/food charity networks are to keep up with the demand, 
is Houston, Texas . Houston was a booming Sunbelt town in 
1982 when thousands of unemployed Detroit autoworkers 
arrived. The poverty rate in 1983 was 10 .3% for individuals, 
and 8 .0% for families . Houston met the challenge of helping 
unemployed, job-hungry Midwesterners by setting up the 
Houston Food Bank in 1982. It distributed the equivalent of 
1 million meals ( 1  million pounds of food) in 1982, 2 .5  
million in  1983 , 4 .2  million in  1984 , and 8 million in  1 985 . 

In 1982, the food went primarily to unemployed Mid
western blue-collar workers . This changed as Houston lost 
100,000 manufacturing jobs from 1982 to 1985 . Most of the 
Midwesterners returned home. Now, food is distributed to 
blue- and white-collar Houston natives , 20% of whom are 
working poor, natives who lost their skilled manufacturing 
jobs , took service industry jobs , and now can't make ends 
meet. 

But by 1986, food pantries were growing fastest in Hous
ton' s  affluent areas . Unemployed geologists , geophysicists, 
and petrochemical engineers, who lost their jobs as the oil 
and mining industries shut down all over the country, found 
it impossible to relocate to find skilled jobs. 

If life is bad in Houston, as the need for private food 
charity grows ,  it is worse and growing fastest in rural areas, 
particularly the farm belt-where most failing farmers don't 
qualify for food stamps, unemployment, or welfare. Many 
farming areas , as the local bank or township goes bankrupt, 
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Figure 8 
U.S. population receiving food 
stamps 
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lose whatever soup kitchen or food pantry networks they have 

had. The despair such communities face is reflected in a 

report from Harvesters Community Food Bank in Kansas 
City, Missouri. 

Overloaded with food needs among the food pantries it 

already supports , and unable to support any new food pantries 

with food, Harvesters was surprised to receive an application 

form from a potential new food pantry in White Moore, 

Kansas , 1 25 miles away . Had Harvesters been in a position 

to provide food to this new pantry seeking a source of food , 

it would have meant the new pantry would drive three hours 

each way daily to get food from its supplier food bank . 

Kansas City , Missouri has a fair number of white-collar 

jobs : government jobs , Hallmark Greeting Cards , interstate 

banking, as well as auto , farming, and some oil , and only 

1 .2 million people. Here, Harvesters distributed 3 million 

pounds (3 million meals) in 1 985 , the net hypothetical equiv

alent of 1 in every 42 . Kansas City citizens used food charity 

to make ends meet. 
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The Central Illinois Food Bank in Springfield serves 42 
Central Illinois counties containing 2 million people , includ
ing farm communities , factories manufacturing farm imple
ments , construction , coal , and oil . From May 1 985 to May 
1 986, this food bank distributed 4 . 3  million pounds of food. 

Many farm-belt food banks are reporting a steady 30-
40% growth yearly. Almost all report that with a tiny expan
sion of support networks which distribute the food, their 
warehouses could easily get out double or triple the amount 
of food to the food pantries they currently support, without 
expansion of the areas they cover. In rural areas , the tragedy 
is that local food pantries cover a region limited by the driving 
distance to such pantries . Families who are near enough 
geographically to be supported by some pantry, receive con
siderably more food per capita from food banks than in hard
hit urban areas , but this food charity is all they have-no 
food stamps , no unemployment, no welfare . In areas where 
private food charity/food bank networks have collapsed, or 
never existed, desperate families eventually pack up every
thing, and head for the nearest urban area, where they join 
the homeless in soup kitchens lll1d public or private shelters . 

Just as in the depression of the 1 930s , rumors abound that 
certain cities with low unemployment rates have streets paved 
with gold , or at least, jobs . Phoenix , Arizona has been such 
a legendary mecca for displaced blue-collar workers during 
the current Reagan recovery. Phoenix is flooded with penni
less young white families, who arrive from the Midwest or 
East Coast , all belongings and hopes crammed into their 
family car. On the average , food bank networks report that 
these families stay in Phoenix a week or two, long enough to 
discover that jobs are available-but only for people with 
very high computer skills . Where they go is unknown
whether to relatives , back to the old neighborhood , or per
haps to the nearest urban center that will take in the homeless .  

Millions a step from homelessness 
As unemployment and underemployment increase , how 

can families afford to keep a roof over their heads? The 
answer is that increasing numbers of them cannot: Home
lessness has increased tenfold since 1 980, and is now at 3 
million. Many of these homeless are families-families of 
working people or formerly working people, not chronic 
vagrants or mentally ill . More worrisome is the specter of 
homelessness hovering over the heads of millions of Ameri
cans who are now just barely able to make their rent pay
ments . These families are hanging on to their apartments or 
houses , only because they are spending a hefty part of their 
income (in many cases two incomes) on rent or mortgage 
payments . It will not take much----a layoff or a medical emer
gency, for example-to knock these precariously budgeted 
families into the ranks of the homeless or into severely ov
ercrowded conditions ,  doubling up with other families . 

The official figures paint a grim picture, especially for 
those with lower incomes. The Bureau of the Census and the 
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U.S .  Department of Housing and Urban Development found 
in its 1983 housing survey, that one out of three renters- I I  
million families-was paying a "burdensome" proportion of 
income on housing . The standard definition of "cost-bur
dened" is a household that pays more than 30% of its income 
for housing costs . In fact, the lower the income, the higher 
the percentage of renters paying more "burdensome" rents . 
Of those 2 .239 million households with incomes less than 
$3 ,000, the median rent was 60% or more of the yeady 
income, compared to a national median of 29% . For those 
6.042 million households earning $3,000 to $6,999, the me
dian rent was 55% of yearly income, and for those 3 . 297 
million households earning $7 ,000 to $9 ,999, the median 
rent was 39% of yearly income. 

The same 1983 housing survey reported that there are 5 
million families living in inadequate or crowded housing: 
1 3 . 8% of renter-occupied units were inadequate and 4% were 
crowded; for owner-occupied units , these figures were 6 .2% 
and 1 .9% . The definition of inadequate was determined by 
such factors as cracks or holes in the walls , ceilings , and 
floors, and the lack of working plumbing and heating . 

Since the Reagan administration took office, the housing 
situation for low-income families has gone from bad to worse. 
In 1 980, according to a March 1986 study by the Low Income 
Housing Information Service (LIHIS) , there were 7 .  14 mil
lion renter households (of a total 28 .6 million renter house
holds) earning 50% or less of the median renter income. 
There was a gap of 1 .7 million units between these low
income renter households and the number of affordable hous
ing units (defined as renting at 30% of income) . After five 
years of the Reagan administration, this figure skyrocketed 
120%; in 1 985 , there was a shortage of almost 4 million 
affordable housing units . Thus , in 1985 , there were more 
than 8 million low-income renter households (of a total 32.6 
million) that needed rental housing at or below $ 1.84 per 
month, in order to maintain a 30% renHo-income ratio. Yet, 
in 1985 , only 4 .2 million units rented at or below this level, 
leaving an "affordable housing gap" of almost 4 million units . 

LIHIS extrapolated the trends over 1 980-83 to obtain the 
results for 1985 . The study used as its definition of low
income those households earning one-half or less of the me
dian renter income. In the five Reagan years, there was a 
14% jump in the number of households in the lowest quartile 
of all renters . In 1980, this was 7 . 14 million households 
earning $5 ,666 or less . In 1985 , this figure was 8 . 1 5  million 
households earning $7 ,366 or less. 

By 1 985, all 50 states had a shortage of affordable rental 
housing for low-income tenants , compared to 1980, when 10  
states had more units renting at an affordable price than 
needed for that state's  low-income population. California, 
with the largest gap, has 3 . 6  times as many households in 
need as � are affordable units available-a gap of 789,406 
units. The state with the smallest gap is West Virginia-but 
that is very misleading. 
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It should be stressed that these figures do not take into 
account the quality of these "affordable" housing units , sim
ply the affordability of the rent. In West Virginia, for exam
ple , where the gap is less than in any other state, a good many 
of the affordable units are probably mobile homes or shacks. 
In the inner cities , the affordable housing would probably be 
slum housing . 

The 4 million low-income households in the "affordable 
housing gap" are , by definition , just one step from homeless
ness .  The data from a December 1986 U . S .  Conference of 
Mayors survey of 25 cities makes this plain: Officials in Ne\V 
York City, for example, stated that one-fifth of the homeless 
families housed by the city had been evicted for nonpayment 
of rent or overcrowding. In other cities , the fact that AFDC 
welfare payments covered only a percentage of the actual 
rent, not the full rent, was cited as a contributing factor to 
homelessness . Many cities cited the "increasing costs of liv
ing" as a factor, San Francisco, in particular. San Francisco 
also noted, "There has been a steady increase in the number 
of persons whose 'benefits ' have expired (e .g . , unemploy
ment insurance) .  " 

Nineteen of the surveyed cities said that the lack of af
fordable housing was the main cause of homeless ness , noting 
that not only has the cost of housing significantly increased, 
but that many low-cost units have been demolished or lost to 
"gentrification. " 

The Mayors survey noted that in all but three of these 
cities , the demand for assisted housing by low-income house
holds had increased by an average of 40% . Right now, sub
sidized housing is available in these cities to fewer than one
third of the eligible low-income familjes . In most of the cities 
surveyed, the waiting lists for assisted housing are closed. 
None of the surveyed cities expect to be able to meet rental 
housing needs , as a result of the decline in federally assisted 
housing programs. 

The National Association of Homebuilders assessed the 
federal government' s  shrinking role in housing in a recent 
study, and concluded that this could lead to "social unrest 
that would pose additional problems for the nation": Carol 
Anderson, writing in the Association's  journal, Builder ("Poor 
Face Mounting Housing Crisis ," February 1 986, p. 82), stat
ed: 

"Very low-income renters are the worst off. About 8% of 
this group occupied severely inadequate housing in 1983, 
according to the study, and an additional 6% were in adequate 
but overcrowded housing . . . .  Rents paid by low-income 
people have risen faster than other rents . The affordability 
squeeze has contributed to overcrowding and to an increas
ingly homeless population."  

In fact, the Reagan administration has tried to scale back 
all three kinds of federal housing assistance-direct assis
tance programs, tax incentives ,  and support for housing fi
nance-but has been most successful at cutting direct assis
tance, a move that hits low-income people hardest. 
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Is Gulf War rigged 
against Saddam Hussein? 
by Scott Thompson 

On both sides of the Atlantic , there is now a debate over the 
latest Iranian offensive against Basra, the second-largest Ira
qi city. Is this the "Fall of Saigon," that European commen
tators predict? If Basra falls , will the United States draw a 
"red line" to defend the oil-producing Gulf states , as Der 
Spiegel of Germany suggests , based upon a reported briefing 
on contingency plans from high-level Pentagon sources? Must 
the West now learn "to tolerate" a "Shi' ite belt,"  encompass
ing both Iran and Iraq as its nucleus , as editorials in the 
Washington Post and New York Times. based upon State 
Department sources , call for it to do? 

All these questions miss the one central issue in the seven
year-old Persian Gulf War. The Khomeini regime , a "Dark 
Age regime" that has shown itself the enemy of all Western 
civilization, must disappear. This must happen as soon as the 
task can be accomplished. Far more than Gulf oil is at stake, 
important as that is as a strategic raw material . 

Despite the Basra offensive , the Iran-Iraq war has not 
changed. Iraq, possessing overwhelming superiority in every 
category of military equipment, has fought a defensive , no
win war. Iran, possessing superiority only in warm bodies to 
be martyted-from children to old men of the Basij who are 
marched to the front at gunpoint, or Pasdaran fanatics-has 
continued to fill the gaps and conduct a "war of attrition" that 
increasingly probes for weak spots in Iraqi lines . 

Almost everyone agrees that Iraq will not and cannot win 
the war, unless there are two changes in the overall strategic 
situation. First, Iraq must undertake a sweeping policy revi
sion, adopting a strategy of aggressive counterattacks and 
offensives . 

Second, Western politicians and diplomats must drop 
those assessments that have led them to seek some sort of 
"deal" that merely adjusts to a morally insupportable "Car
terite-Khomeinism. "  There can be no surer way to lose the 
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entire Middle East to the Soviet Union, than further accept
ance of that policy--,.epitomized by that master of "academ- , 
ic ," "geo-strategic strategy,"  Zbigniew Brzezinski in his Sen
ate Intelligence Committee testimony: accommodation with 
Islamic fundamentalism. 

Anything short of this is the Emperor Nero's  fiddling. 

Iraq: a concept of victory 
Perhaps the simplest of these changes to accomplish is 

that Iraq drop the "seige mentality" that has become domi
nant. Iraq has the benefit of overwhelming technical superi
ority, including artillery of all kinds and relatively unrestrict
ed supplies, as well as a preponderence of more highly trained, 
combat-seasoned troops under a unified command. It will be 
found by Iraqi President Saddam Hussein and his military 
advisers that over the long-run , Iraqi casualties will actually 
decrease when Iraq once again adopts a strategy of aggressive 
counterattack and offense. 

While Pentagon sources point to Iraq' s  increasing reli
ance upon its overwhelming air superiority for tactical sup
port and precision bombing as a step in the right direction, 
this will prove insufficient without the overall revision in 
strategy. 

The Malvinas War, where Argentine generals failed to 
use similar advantages arising from lines of supply, remains 
both a political and military object lesson for Iraq. Unless 
such a revision occurs shortly, the most immediate danger is 
that those battalion-level commanders, who have been kept . 
from counterattacking, while waging a defensive war at the 
points of Faw and Basra to keep Iran from cutting southern 
Iraq off from the capital , will become thoroughly demoral
ized from "fighting to the last trench. "  

Public plans for the earliest possible occupation of Teh
eran are a feature of any Iraqi strategy based upon a concept 
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of victory. If those Iranian patriots with whom it would be 
possible to negotiate peace take advantage of such a changed 
war to overthrow Khomeini and establish a constitutional 
government, it would be a joyful outcome applauded by all 
sane Western forces . 

Weinberger takes a stand 
Of all the kings' horses and all the kings' men, only 

Secretary of Defense Caspar Weinberger has publicly pro
claimed an Iranian victory a fiasco. Speaking to a group of 
Washington Post editors on Jan.  16 ,  Secretary Weinberger 
said, "It would be very disastrous for everyone ."  While a 
Pentagon official has stated that battles with casualties remi
niscent ofVerdun, Somme, and so forth are now being waged 
in the Gulf, Secretary Weinberger confirmed that since the 
latest "Karbala" series of Iranian tactical offensives begun 
Dec. 24, and that on Basra, some 40,000 Iranian troops ,  
many as young a s  1 4 ,  have been killed in human-wave at
tacks. 

The Pentagon chief further cautioned that a victorious 
Iran, tied to the Soviet Union, could provide the Soviets with 
a warm water port and access to Gulf oil . Noting that Iranian 
forces have recently made "some small advances," Weinber
ger said, ''There isn't at this point anything like a break
through."  The Secretary added: "I wish the Iraqis would use 
their air force more effectively , because they have complete 
superiority. " 

Secretary Weinberger has thus become the only U . S .  
government official on record who has begun to roll-back an 
immoral U.  S . !lsraeli policy , fostered when the Carter admin
istration gave support to fundamentalists seeking to topple 
the Shah of Iran. Since then, U . S .  public policy has , at best , 
been to encourage a protracted "war of attrition" in the Gulf, 
if not support an ultimate Iranian victory by covert means. 

Diplomats appease 
While the secretary of defense began to take steps toward 

condemnation of Iran, other leading U. S .  officials continued 
to defend the President's  indefensible support for "Carterite
Khomeinism."  Speaking before an "International Confer
ence on Terrorism," held at the Sheraton Hotel on Jan. 20, 
Vice-President George Bush, whose entire future political 
career is at stake, denied that the U . S .  government had ne
gotiated with terrorists , while stating that the United States 
must "go the extra mile" for hostages who are being tortured, 
like the late CIA Beirut station chief, William Buckley . 

An EIR correspondent present said that, in this apologia, 
the vice-president waffled on whether U . S .  contacts with 
"moderates" were for the "strategic reasons" first announced 
by President Reagan at "Irangate's" start-or were a quest 
for hostages' release. 

On the same evening as Bush's  speech, former Reagan 
National Security Adviser Robert McFarlane appeared on 
ABC's  "Nightline" to state that he did then and does now 
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support negotiations with Iranian "moderates . "  
In his Dec . 8 testimony to the Senate Intelligence Com

mittee , Secretary of State George Shultz, who showed he 
was a "team player" by saying it was the Israelis who had 
continually pushed a policy of dealing with Iranian "moder
ates ," then himself gave wholehearted support to that policy . 
Secretary Shultz was left quibbling over whether back-chan
nel negotiations with Iranian "moderates" had given away 
too much, too soon . Finally , on Jan. 23 , a spokesman for 
Assistant Secretary of State for Near East Affairs Richard 
Murphy, dropped the "moderate" formula altogether. He 
stated that future State Department diplomacy with Iran would 
be based upon an assessment that: "Even in the context of 
Revolutionary Iran, there are those who wish to improve 
relations with the West ."  

Drawing a red line? 
While few U. S .  military spokesmen believe Iran will 

occupy Basra in the near future , talk of various contingency 
plans in the Mideast has begun to surface. The questio� is: 
Does the surfacing of these plans deal only with the threat
ened cut -off of Gulf oil following an Iranian victory at Basra, 
or is there a fundamental shift in policy under way now that 
the Israeli "special relationship" to the National Security 
Council is over. 

On Jan . 20, the White House asked Congress to approve 
the sale of 1 6  F- 1 6s to Bahrain and 200 armored personnel 
carriers to Saudi Arabia for inclusion in the Gulf Coordina
tion Council ' s  1 5 ,000 man force, which would employ the 
most advanced tactical weapons in defense against any ira
nian incursion from bases in southern Iraq. 

On Jan . 23 , President Reagan announced: "We share the 
concern of our friends in the Gulf that the war could spill over 
and threaten their security . We would regard any such expan
sion as a major threat to our interests as well as those of our 
friends in the region . . . .  " 

In an earlier background talk with Der Spiegel, which 
blew it way out of proportion, the new Chief of Naval Oper
ations , Admiral Trost, said that should Basra fall and other 
Gulf States be threatened, the United States has prepared a 
contingency force structure that can draw upon up to 400,000 
men and deploy more than one battle aircraft-carrier task 
force . 

A Pentagon spokesman confirmed on Jan.  23 that, bar
ring a total breakdown in Iraqi morale or a future Iranian 
crossing of the Shatt-al-Arab in force , Basra could not be 
taken. But, should Basra fall now or in the future, other Arab 
leaders will demand that Iraqi President Saddam Hussein be 
replaced, while the United States will consider activating 
contingency plans . 

While it appears some administration officials have final
ly dropped the Carterite "Khomeini card," there is so far no 
clear shift in policy that would keep the entire Mideast from 
falling very shortly into Soviet hands. 
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History of Gennany 

Strauss raises a double-edged theme 
by Lyndon H. LaRouche, Jr. 

The thematic lead-item in the Jan . 1 9  edition of the leading 
West Germany conservative daily, Die Welt. is a full-page 
interview with Bavaria' s Minister-President Franz Josef 
Strauss . Welt headlines the interview with a quote from the 
text of the interview : "Who criminalizes the Germans , falsi
fies history. " 

On first reading, Strauss ' s  remarks !U'e sensible and ac
curate . The facts of the 1 2-year Nazi period must be faced, 
but these facts must be placed in two contexts . First, Nazism 
is not the natural 9utgrowth of (Jerman history . Second, we 
must not overlook others ' part in bringing the war about, nor 
overlook some very wicked things done by the Soviets and 
others during and immediately following the war.  Strauss 
emphasizes , the issue is not one of interpreting or reinter
preting Germany' s history; the issue is getting at the historical 
truth. 

So far, so good. Strauss has not adopted the more precise 
view of the Nazi period widely circulated in Germany by the 
Schiller Institute and Patriots for Germany , but what he has 
said is not inconsistent with what Helga Zepp-LaRouche and 
the Schiller Institute have been saying for years . Formally , 
Strauss is right; however, Bavaria' s  minister-president is a 
sly fellow , whose well-orchestrated utterances , such as this 
one , always have some very practical purpose in view . 

During recent two years, especi�ly since left-winger 
Richard Burt 's  appointment as U. S .  ambassador to Bonn , 
the news-media discussion of "Germany policy" has usually 
been focused on the possibility of reunifying divided Ger
many , through agreements reached with the Soviet occupy
ing authority in East Germany . Whenever the discussion of 
German culture and German history is raised by politicians 
in Germany today, one must wonder whether these symp
toms of Germany consciousness are winds blowing westward 
or eastward. 

The problem is , that West Germany believes that the 
United States is now in the process of abandoning strategic 
commitments to Western Europe . The U . S .  Gramm-Rud
man�Hollings cuts in defense budgets. the mad ravings of 
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Sen . Sam Nunn , henry A. Kissinger, and their cronies , and 
the left-wing spoutings of Ambassador Burt , promote these 
fears . The mood , even within traditionally conservative cur
rents in Germany , is "The U . S .  is abandoning us; we must 
think of coming to terms with the neighboring monster to our 
east . "  To those veering toward such views ,  closer ties with 
Moscow and East Berlin may be a distasteful prospect, but, 
perhaps it is survival . Not all whose thoughts drift in such 
directions these days are persons inclined toward softness 
toward Bolshevism. 

Naturally , any sensible person , German or other, wishes 
to see the artificial division of Germany ended some day , and 
the sooner this is practical , the better. Polish nationalists may 
be nervous about this subject , but they also know that a 
unified Germany would be crucial to greater independence , 
even perhaps total independence for Poland . This question 
dominated West Germany ' s  internal political life, until Pres
ident Kennedy flinched in face of Khrushchov ' s gamble , and 
allowed Khrushchov' s Walter Ulbricht to cement the division 
of the two Germany' s  with the "wall . "  Stalin offered such 
unification in a famous 1952 note , which both Konrad Ad
enauer and Social-Democratic leader Kurt Schumacher turned 
down for good reasons which apply today . Yet, the desire 
for reunification lingers on , and has been artfully exploited 
by Moscow during the period since the fall of the Helmut 
Schmidt coalition government. ·  

Submission to "Finlandiied" status would be less painful 
for Germans , if the process of reunification were thrown in 
as bait by Moscow . So, one reads the Strauss interview as a 
defensible statement in and of itself; but , one wonders wheth
er this is preparation for a post-election discussion of gradual 
decoupling from the military functions of NATO . 

Americans , especially those associated with policy-mak
ing circles , must look at this matter from a different stand
point than does Herr Strauss . First, as a matter of back
ground , we must consider some very important facts which 
fully support the argument which Herr Strauss delivered in 
the Jan . 1 9  interview . Second, we must use those facts to 

EIR January 30, 1987 



. help us in defining our strategic commitments tow ard West
ern Europe today. 

Who is to blame for Nazism? 
The famous legal coup d'etat which put Adolf Hitler' s  

Nazis into power, was ordered from London and New York. 
Brooklyn, New York's  Weimar finance minister Hjalmar 
Schacht put Hitler into power. Schacht was , from the begin
ning, a creature of the U .  S .  Morgan financial interests , and 
was steered in financial policy from the Bank of England 
throughout his career under both the Weimar and Nazi gov
ernments . Schacht went to London , to secure backing for 
putting Hitler into power, and then went to New York City , 
to rally backing from interests centered around Morgan and 
the pro-Nazi Harriman family . 

The special importance of New York bankers , was that 
during the late 1920s and early 1 930s , German debts had 
been converted in a "debt for equity" scheme, to the effect 
that New York banks then virtually owned Germany's  indus
try. So, when, on his return from New York, Schacht ordered 
German industrialists , mostly opposed to Hitler up to that 
time, "An die Kasse !" those industrialists were unable to 
resist orders from New York City . 

Until about 1 938,  New York and London continued to 
give support to the Hitler regime. Hitler's persecution of the 

. 
Jews, and other horrors . were consistently suppressed from 
U .S .  citizens by publications such as the New York Times. 

The shift began in 1 938,  when Germany' s  head of military 
intelligence, Admiral Canaris, warned the British govern
ment that German physicist Otto Hahn, et al . had discovered 
the secret of the atom bomb . Roosevelt was informed confi
dentially on London' s  orders . The decision was made then to 
prepare to go to war with Germany , before Nazi Germany 
developed such a bomb . Then , the New York press ceased 
covering up for Hitler' s  crimes. 

On such grounds, the popularized view of "German na
tional gUilt" was always essentially a fraud. The guilt was 
international, and the leading circles among the Allies were 
as guilty of creating Hitler and organizing the war as anyone . 
Naturally , when the Allies became the victorious occupation 
forces of postwar Germany , the leading New York City and 
London circles which had backed Hitler until 1938 were in a 
position to rewrite history , leaving out mention of their own 
complicity , and laying all the blame neatly on a German 
people who, for the most part, had had no say in much of 
anything during the time New York and London were putting 
Hitler into power. (After 1 934, the only force which could 
have eliminated Hitler was the German military . That Ger
man military repeatedly sought cooperation from abroad for 
such a coup, usually through Canaris 's  channels , but the 
Allies did not wish the German military in power, and there
fore acted repeatedly to make certain it did not occur. )  

This i s  not a matter o f  "reinterpreting" World War II 
history; it is a matter of dumping shopworn , lying propagan-
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da, and telling people generally the truth, at long last. The 
issue in volved is a highly practical one: not to repeat the same 
old mistakes all over again . in some new disguise , not to 
make the same mistake with Moscow today that we made 
with Hitler in the early 1 930s . 

The truth becomes much nastier when we scratch more 
deeply . Hitler was a monster, much worse than even profes
sional Nazi-haters of the postwar period to date imagine. 
Hitler did intend to exterminate the Jewish population of 
Europe , and would have simply killed every Jew in reach 

What Strauss wrote 
"He who criminalizes the Germans, falsifies history," 
is the headline of a full page interview with Franz-Josef 
Strauss , the head of the Christian Social Union, in the 
West German daily Die Welt on Jan. 1 9 .  

" I  call for a commitment to national identity, for an 
upright walk through the present toward the future and 
for the regaining of a self-evident and European-ori
ented patriotism. . . . 

" .  . . After the war, one chalk-circle after the other 
was drawn around us-with the catchphrase 'master
ing the past . ' Especially certain masochistic forces be
long to this current, thinking that this is compensation 
and self-cleansing . I say: Worshipping national iden
tity is a catastrophic mistake-but the denial and de
struction of national identity is as bad. A population of 
60 million nationalists would be horrible, but a popu
lation of 60 million nihilists would be as horrible. 

" . . .  We must find our own interest, instead of 
constantly asking-I put it ironically: Do the Ameri
cans agree? Will France agree? Are the British glad? 
Isn't the Pope against that? Will the Kremlin leaders 
knit their brows? Will Israel blame us for that?-The 
'Morris dance' of the cowards is the final result of this.  

"All nations with a healthy national identity . . .  
never lost the ability to walk upright . The Germans lost 
it . They have been the most feared and hated nation, 
they have later become the most scolded nation which 
was subjected the most to re-education attempts . . . .  

"Hitler brought barbarism back into politics in this 
century . But the Germans were not the only ones to do 
so . . . . One cannot limit the history of Germany to the 
1 2  years of Hitler's  dictatorship, and one cannot char
acterize the crimes of the Nazis as an exclusive mark 
of the Germans only , and for all time libel the Germans 
with a criminal character. Whoever does so, falsifies 
history and sins against the Germans . " 
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outright, had he not been warned that he needed the slave
labor of these Jews , and so, tor the most part, he worked 
them to death in slave-industries rather than killing them 
outright. Less known, is the fact that Hitler also planned to 
exterminate Christianity , too, a venture he planned to under
take once he had defeated Russia . 

So, the truth about the history of Nazism consists of two 
leading questions . FIrst , who is responsible for putting the 
monster Hitler into power? Second , who is responsible for 
creating such a monster in the first place? 

Who created Hitler? Was it Austria? (There is one famous 
Austrian politician who refers to Beethoven as an Austrian 
and Hitler as a German . )  Was it perhaps that renegade Be
nedictine abbot who drilled the young Hitler in the precepts 
of the Nazi cult? Was it the Bavaria-based Thule Society, 
which adopted and built the Nazi Party, and which, through 
Houston Stewart Chamberlain and Professor Karl Haushofer, 
selected Hitler to be groomed as the hand-picked leader of 
the Thule Society ' s  Nazi project? Was it the influence of the 
Russian anarchist Bakunin' s crony and co-thinker, the com
poser Richard Wagner? Wagner was a project of the Thule 
Society circles , and Wagnerian opera was the model used for 
drilling Hitler in an irrationalist sort of oratorical style . 

Take the case of the satanic Ayatollah Ruhollah Khom
eini , the closest match for Adolf Hitler and the Nazis in recent 
events . The Khomeini dictatorship, shortly after coming to 
power, published a book of Khomeini ' s  religious instruction, 
a collection largely devoted to the proper etiquette in per
forming acts of anal sodomy . (How widespread is the reser
voir of AIDS carriers in Soviet central Asia?) It is a fact,  that 
Zbigniew Brzezinski ' s  Carter-Mondale administration or
ganized the coup d'etat which brought Khomeini ' s dictator
ship to power, and that Washington , Israel , and European 
states have supported that avowedly terrorist , worse-than
Nazi regime even more shamelessly than Hitler was support
ed during most of the 1 930s . 

What created the monster Hitler was a movement which 
came to the surface in naked form beginning approximately 
the 1 880s , the movement which its ideological leaders , 
Friedrich Nietzsche and Britain' s  Aleister Crowley, called a 
movement to end the "Age of Pisces" (Christ, Socrates) , and 
bring into being the "Age of Aquarius" (Dionysos , Lucifer, 
Satan) . This movement is usually described in short hand as 
the "New Age" movement of such fellows as Bertrand Rus
sell , H.G.  Wells, Robert M. Hutchins ,  Margaret Mead, Gre
gory Bateson, and Stanford' s  Willis Harman . It is also the 
movement of the prophet of Russian fascism, Fyodor Dos
toevsky. Hitler was nothing more nor less than a "New Ager" 
in full bloom. just as was Richard Wagner, and the Thule 
Society associated with Wagner and Hitler. 

Bolshevism and fascism were both directly creations of 
this "New Age" movement. as is the rock-drug-sex counter
culture of today . Those wealthy families which sponsored 
the "New Age" projects , then , and today , saw these lunatic , 
satanist cults as battering-rams to be used in destroying the 
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conceptions of man and society associated with the Golden 
Renaissance and the American Revolution . They wished to 
return a largely depopulated world to political and social 
arrangements rather like the form of feudal order which ex
isted in Europe during the first half of the 1 4th century . This 
was chiefly the same wealthy and aristocratic interests behind 
the 1 8 1 5  Treaty of Vienna, which had made Russia "the 
policeman of Europe" from 1 8 1 5  until the Crimean War. 

10 Versailles-looted Germany, various lunatic anti-tech
nology currents feeding into Nazism were built up around 
demoralized, rootless German veterans of World War I ,  and 
demoralized youth. The 1 9th-century Romanticism which 
Madame de Stael and others had brought into post- 1 8 1 5  
Germany, and that more degenerate form of Romanticism 
called "modernism," were used as the starting-point for 
building up fascism in such forms as the initially pro-Soviet 
"national bolshevism" of Gregor Strasser and Joseph Goeb
bels .  The looting of Weimar Germany by the terms of Ver
sailles terms of reparations , �w Germany into that de
pressed state of "cultural pessimism," in which such wild 
political movements flourished; 

It is not too difficult to transform any population of Eu
ropean civilization into a fascist movement and state, if one 
uses the same ingredients which the Allies and "New Agers" 
combined forces to introduce to Weimar Germany , including 
extreme measures of pessimism associated with depressed 
economic conditions . The modern radical "ecologists" is pre
cieely such a fascist countercultural movement. 

What created Hitler, therefore? Hitler, like Bolshevism, 
was a creation of an international policy-making structure, 
which continued in power after the defeat of Nazi Germany, 
and which, as the case of Carter' s  installation of the Khom
eini dictatorship shows,  is either perpetrating or at least con
doning the same , and even worse crimes against humanity 
all over again. 

At the close of World War II , and so far to date since , the 
West has done absolu�ly nothing to uproot the causes for 
Hitler' s  regime . By making Germans in general the scape
goats , we have drawn attention away from the actual root of 
the problem, roots within the same policy-making structures 
which created the mythical version of "German collective 
guilt. "  

Who i s  to be blamed for the crimes against humanity 
perpetrated by and in Iran? Shall we speak of the "collective 
guilt of the Iranian people,"  shall we speak of the Jimmy 
Carter and Zbigniew Brzezinski which brought Khomeini to 
power, or shall we speak of the policy-making structure which 
deployed the mere Carters and Brzezinskis ,  and which, oth
erwise, tolerated that policy? When a state falls under a 
dictatorship, such as Hitler' s  and Khomeini ' s ,  do not blame 
the people subjugated to that dictatorship for what ensues; 
blame the policy-making structure which places such dicta
torships in power. Blame , above all , most concretely , those 
elements of the policy-making structure which have spon
sored the "New Age . "  
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Report from Bonn by Rainer Apel 

Lebanese hostage crisis made in Bonn 

The German hostages expose the dirty Mideast diplomacy of 
Herr Genscher' s foreign ministry . 

T he international diplomatic crisis 
emerging around two West German 
industry representatives taken hostage 
in Beirut, Lebanon (Rudolf Cordes on 
Jan. 17 and Alfred Schmidt on Jan.  
20),  poses questions as to the Bonn 
government' s  Mideast policy . 

In numerous discussions with EIR, 
terrorism experts have expressed their 
amazement that all Western govern
ments have been challenged directly 
by Islamic terrorists in the past years , 
except for the government in Bonn. 

The main reason for this situation 
has been Foreign Minister Hans-Die
trich Genscher's policy of tolerating 
Mideast extremist groups in West 
Germany. These favors are not for real 
exiles who are in political opposition 
to the terror regimes in Damascus ,  
Teheran, and Tripoli .  A s  recommend
ed by Genscher, the Bonn government 
has never acted when opposition fig
ures are killed by hit squads from Syr
ia, Iran, or Libya, as just happened to 
the Iranian Ali Akhbar Mohammadi 
in Hamburg on Jan. 16 .  Most of these 
terrorists on official mission for their 
regimes , if arrested in West Germany, 
have been released after some time. 

Genscher's argument in all of these 
cases has been to warn that the respec
tive regimes might "retaliate ," take 
"Germans hostage" to free their own 
terrorists from German prisons . Iron
ically, this kind of appeasing policy 
has made the Bonn government ex
tremely vulnerable for hostage crises . 
As a matter of fact, some of the im
prisoned Libyan and Syrian terrorists 
were freed in exchange for Germans 
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taken hostage in Libya . And the Bonn 
government always paid a political 
price in these affairs with the respec
tive regimes: West Germany has be
come a key operational base for Islam
ic terrorist networks in Europe . 

It always worked "well" for Lib
ya' s  Muammar Qaddafi; the Iranian 
secret intelligence organization Sava
ma has always been allowed a free 
hand in West Germany; and promi
nent Iranian weapons dealers such as 
Sadegh Tabatabai have even enjoyed 
excellent relations with Foreign Min
ister Genscher . It was Tabatabai , the 
son-in-law of Ayatollah Khomeini . 
who was arrested for carrying opium 
into Germany, and later released at the 
intervention of his friend Genscher. 

The blackmail approach has paid 
off for the regimes in Damascus ,  Teh
eran, and Tripoli: When President 
Reagan weighed sanctions , blockade . 
and even military action against Libya 
and Syria in 1 986, the Bonn govern
ment refused to support the United 
States . And when the French govern
ment was put under siege by Islamic 
terrorists in summer 1 986 and asked 
German assistance in its "war on ter
rorism," Bonn refused to lend sup
port, again . 

Another important aspect of this 
situation is that various extremist 
groups outlawed in Turkey have been 
allowed to settle down in West Ger
many , where they receive funds from 
Iran. From here , they plan and carry 
out terrorist operations against the 
Turkish government, as the Turkish 
media have recently complained (see 

International Intelligence, pp .. 58-59) . 
Whenever the regimes in Teheran, 

Damascus, or Tripoli considered it 
useful to improve their operational 
base in Europe or to achieve a specific 
policy objective ,  pressure on Bonn 
proved to be most efficient. What is 
new in this affair around the two hos
tages Rudolf Cordes and Alfred 
Schmidt is the connection to the case 
of Hezbollah terrorist Ali Hamadei , 
who was arrested on Frankfurt Airport 
on Jan 1 3 .  Hamadei is suspected of 
involvement in the hijacking of a TWA 
airliner and the assassination of an 
American citizen in June 1 985 , and is 
wanted by the United States for arrest 
and trial . 

It is believed by many in Bonn that 
the two Germans were taken hostage 
just for the purpose of springing Ha
madei out of German prison , but there 
is more involved. Learning about the 
arrest of Hamadei in Frankfurt, the 
U . S .  Department of Justice requested 
his immediate extradition . Genscher' s 
foreign ministry has advised the gov
ernment in Bonn not to extradite Ha
madei "as long as the two Germans 
are still in the hands of their hostage
takers in Lebanon . "  Bonn's  reluct
ance provides a welcome pretext for 
trouble-makers on the U . S .  side, es
pecially those of the pro-decoupling 
faction who have an interest in blam
ing Bonn of having "lack of solidarity 
with the United States . "  

Right I n  the middle of this emerg
ing diplomatic brawl between Bonn 
and Washington, Stephen Trott of the 
"provocation faction" at the U . S .  De
partment of Justice appeared on West 
German television on Jan . 20 to warn 
the German government "not to delay 
the requested extradition of Hamad
ei . "  The crisis that is building between 
Bonn and Washington now is partly 
made in Bonn , and to be more precise, 
in the German foreign ministry . 
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Firing of intellectuals 
shows China's dilemma 
by Linda de Hoyos 

The calls in China for "spiritual civilization" and political 
reform have now been replaced in the Chinese daily press 
with exhortations to the reading public and Communist Party 
bureaucracy to uphold the "Four Cardinal Principles . "  These 
principles assert the primacy of the Communist Party as 
China' s  ruling institution , and socialism as its goal . Democ
racy cannot be taken, the government has stated categorical
ly , but only given by the party itself. 

The swing in propaganda is the result and implied justi
fication for the government crackdown on December's  stu
dent "democracy movement. "  The crackdown has so far re
sulted in the firing and expulsion from the party of three 
leading intellectuals , the removal of party propaganda chief 
Zhu Houze, and the ouster of Hu Yao Bang as party general 
secretary (although Hu has retained his seats on the Politburo 
and its standing committee) .  

Western diplomats and commentators say the attack on 
the intellectuals and Hu Yao Bang constitutes a resurgence 
of the "conservatives" in Politburo , led by Deng Xiao Ping's  
elderly opponent Chen Yun. However, Chinese leaders , in
cluding Deng himself, reassured foreign visitors that China 
would continue the policy of economic reforms and opening 
to the West. 

China's  problem, Deng told visiting Zimbabwean Presi
dent Robert Mugabe, is that it has not opened its doors to the 
West enough. In Tokyo, Vice Premier Tian Jiyun, consid
ered a leading contender to replace new party general secre
tary Zhao Ziyang as prime minister, assured Japan's  minis
ters that China' s  policies would not change, despite the most 
recent upheaval , and that economic reforms are on course. 
(The government did announce that it would delay price 
reform-that is , an end to food subsidies in the cities-in 
obvious concern that the student unrest came close to spark
ing off a generalized revolt among the urban labor force over 
the slated price rises . )  

Lessons of the Meiji Reform 
Despite the crackdown, the policy of Deng Xiao Ping, 

whose strength in the government still appears unshaken, is 
to use the openings to the West for the purpose of acquiring 
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the means to catapult China into superpower status by the 
2 1 st century . On this goal , China 's  "democracy movement," 
Deng's  centrist faction,  and the conservatives around Chen 
Yun-who joined with Deng to put an end to the Great 
Proletarian Cultural Revolution-are in agreement . The pol
icy was summed up in a startlingly frank article appearing in 
the People's  Daily Oct. 6 ,  1986, entitled "Lessons Derived 
from Japan's  Meiji Reform," referring to Japan's opening to 
Western ideas and revitalization in the 1 9th century . The 
article is noteworthy not only for its unabased statement of 
China' s  objectives , but also for its use of Japan-rather than 
the Soviet Union-as a model for successful use of Western 
ideas to the advantage of the Asian nation 

Written by Lu Wanhe , the article poses the problem: 
"In the mid- 1 9th century, Japan faced a severe national 

crisis as China did . However, only l 'i  years after the ' found
ing of the state , '  the Meiji Reform was carried out in Japan, 
which succeeded in helping Japan rapidly overcome the na
tional crisis . and in enabling it to contend for supremacy with 
other big powers . What enlightenment have they gained from 
it? 

" 1 . Talking about 'repelling the barbarians ' alone was 
not enough; 'reform' should be carried out to make the coun
try prosperous and powerful . . . . 

"Persons of ideals and integrity in Japan gradually real
ized the truth through their practkal struggle . What was 
commendable was that they were quick at understanding 
things, bringing about changes , and taking action . If the 
reform was delayed for 20 to 30 years , the fate of Japan 
would have been worse than China. 

"2. The dissemination of the Western learning was the 
ideological foundation of the 'reform. '  . .  

"The Meiji Reform was led by a group of junior warriors 
who were enthusiastic in learning from the West . The form
ing of such a leading group was closely connected with the 
dissemination of the Western learning (modern European 
science) . Such historical conditions did not occur in other 
Asian countries . . . .  

"The gathering of the groups of advanced intellectuals 
was a prelude to the reform. It was In direct proportion to the 
speed of reform. Without the grouping of intellectuals,  it was 
impossible to promote the reform. 

"While making a comment on the Meiji reform, Mr Sun 
Yat-sen said: 'When the Japanese found that it was impossi
ble to expel the foreigners , they turned to learn from their 
strong points . This was the key to the success of their reform. ' 
These remarks were identical with ' learning from the strong 
points of foreigners in order to deal with them. '  They were 
the aspirations of the patriots . 

"P. S .  The Meiji Reform had a dual character. Its success 
and defects were based on sacrifice made by the Japanese 
people. This article focuses only on the role of the new 
intellectuals ,  leaders , and Western learning . It is not an over
all assessment . However, history makes people clever. " 
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The dilemma for China is that in order to use the ideas of 
the West to "repel barbarians ," it has called into play its own 
intellectuals .  But, as a Chinese commentator, Peng Zhao , 
noted in the Times of India Jan . 1 5 ,  the intellectuals now 
entrusted with forging the scientific and technological tools 
to take China into the 2 1  st century , were crushed during the 
Cultural Revolution . Mao's  campaign of nihilism against 
knowledge and the intelligentsia was borne of his own fear 
of the intellectuals' May 1 8th movement of 1 9 1 9 ,  which 
launched China' s  revolution . The attempt to remobilize the 
intellectuals under Deng, this commentator pointed out, has 
reconstituted the intelligentsia as a social class which de
mands its share of power-a notion Mao abhorred . 

But so far, China's intellectuals,  as those in the U . S . S . R . , 
occupy an uneasy position . As in any empire , the intelligent
sia must be circumscribed in its power and actions , if the 
rulers are to secure their own power against the general pop
ulation. But particularly in China, where the "scholar-offi
cial" constituted the ruling class of the empires for centuries , 
the intelligentsia is knocking at the gates of the Communist 
Party bureaucracy .  

"Why should intellectuals be treated a s  'hair' which must 
adhere to a certain piece of ' skin ' ?" challenged the now
ousted vice-president of the elite University of Science and 
Technology , Fang Li Zhi .  In a Nov . 24 , 1 986 article pub-

lished in Shanghai , Dr. Fang , an astrophysicist , demanded 
that intellectuals be "recognized as a leading force for social 
progress . In the present -day society , knowledge and infor
mation represent the most advanced productive forces . Since 
these forces are mastered by intellectuals ,  it is natural that 
intellectuals are the leading force of the society . 

"We should rely on outside forces to promote social prog
ress in China, and to change wm.:epts in the society in partic
ular , in order that we WIll bt; able 10 enhallcc �pIritual civili
zation . This means we should rely on the policy of opening 
up ."  

Fang Li  Zhi ' s  demands for power for the intelligentsia 
and democratic reform have been repulsed . The question now 
is: How can China simultaneously suppress its own intellec
tuals and hold to the course of economIC development and 
openings to the West for that purpose? 

If China is to avoid a social and economic breakdown 
collapse , if China is to have a future , the current crackdown 
on the nation ' s  intelligentsia will per force be temporary. Or, 
as Fang Li Zhi himself indicates , "Chinese intellectuals should 
place their hope on the yoUng intellectuals wbo are growill.g 
up during the 1 980s . . , . Intellectuals of the younger gen
eration have their own independent mentality , and have be
gun to show their strong desire for mastering their Own fate . 
All this is exactly what the present era needs . "  

NEW TECHNOLOGY UPDATE 
Audiotex I 6deee,o,teks I n :  distribution of information in the for 

of voice over a telephone network from a computer or tape system.· 

*Definition supplied by The Audiotex Group. 

This new technology for the delivery of information via the spoken word is being used in ever increasing frequency. 
Using audiotex, anyone can gain access to business and entertainment information, place orders, review sales 
presentatiOns, or leave a message for someone else, twenty-four hours a day. 

Some audiotex systems have already been applied in a variety of ways. Manufacturers are using them for greater ease 
in taking inventory. Companies are installing them to provide business information to callers who identify their 
requests with a touchtone code or through voice recognition. Audiotex systems are also being used for polling 
purposes to allow callers to record their opinions on a subject by answering a series of questions using the telephone 
pushbuttons. The uses of this new technology are limited only by the imagination. 

To fmd out how audiotex can improve your company or organizations communications capabilities, call or write: 

Mr. Graeme P. Watson, President, 

G=tllUn associates. inc. . .  , . ' "  (Z!5) 297-8793 . 
Box 145. 7010 Point Pleasant Pike, POint PleaSant, PA, 18950 
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New Zealand's media 
defends drug lobby 
by Allen Douglas 

In its Sept. 5 ,  1 986 issue , EIR told the story of a group of 
Soviet agents and agents of influence who had collapsed the 
New Zealand government of former Prime Minister Robert 
Muldoon in 1984, bringing to power the anti-American, La
bour Party government of David Lange . The men behind 
Lange are known to intelligence specialists as the "Dryden 
network," named after its founder, long-time New Zealand 
Communist Party member and KGB asset Gordon Dryden. 
Since then, this nexus, with Lange as its representative in 
government, has succeeded in destroying the ANZUS de
fense alliance among Australia, New Zealand, and the United 
States , opening the door to a rapidly expanding Soviet pres
ence in the South Pacific . 

Within weeks of the EIR article's  reaching New Zealand, 
Dryden's  fellow-travelers in the media emitted bitter com
plaints , led by the New Zealand News' Sunday Star banner 
headline, "KGB Smear Stains Kiwis . "  In the words of local 
observers , "It looks like EIR touched a very raw nerve."  The 
"nerve" was not only the pro-Soviet operations of Dryden 
and his friends , but EIR' s implicit threat to the New Zealand 
branch of Dope, Inc . 

In 1 984, Dryden formed the New Zealand Party, with the 
official patron of the U . S . S .R . -New Zealand Friendship So
ciety, "right-wing" businessman Robert Jones , to split the 
vote and bring Lange to power. There were three interlinked 
planks of the New Zealand Party's  Dryden-authored plat
form: 1) break up the ANZUS alliance and cut New Zealand's  
defense spending by  90%;  2)  deregulate New Zealand's  
economy to create a "little Hong Kong"; and 3) decriminalize 
drugs .  

Dope and the Dryden network 
For the past decade, Dryden has been a vocal advocate of 

drug legalization. Marijuana is now New Zealand's  single 
largest cash crop, valued at close to $1 billion. Dryden and 
his associates have attempted to hound out of the media 
anyone opposed to drug usage . The Bangkok-based New 
Zealand Drug Intelligence Bureau further reports that a flood 
of heroin will soon hit the country. Along with drugs , comes 
the degradation of the citizenry; under Lange, and with the 
full backing of the Dryden network, Wellington recently 
passed the Homosexual Law Reform Act, legalizing sodo
my. 

When an Austrian-born physician, Erich Geiringer, fled 
the United Kingdom some years ago to avoid charges of 
illegal drug activities ,  Dryden welcomed him onto his talk 
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show on Radio Pacific , and helped him to set up a branch of 
the British Medical Association in New Zealand, to lobby 
for the legalization of heroin , LSD, and other drugs ,  and to 
circumvent the opposition to legalization coming from the 
New Zealand Medical Association . 

To defend Dryden, a number of his cronies jumped into 
the fray , such as the author of the Sunday Star piece, the New 
Zealand News' Warren Berryman, a pro-sodomy activist, or 
the Wellington Dominion' s  Cushla Managh, who contributed 
an anti-EIR diatribe, "Magazine ' s  Communist Spies Claims 
Absurd. "  Dryden's  defenders also lashed out at the book 
Dope, Inc . ,  by EIR' s  editors , which exposes the command 
and control of the world ' s  $500 billion narcotics traffic , in
cluding the Soviet role . Berryman, who had ironically pro
vided information for the EIR expose , admitted in a subse
quent phone call , "Almost all your factual stuff is right," but 
said that it is "the implications you draw" which are objec
tionable . 

The Dryden network boasts , in the words of another 
Dryden crony, New Zealand's  Finance Minister Roger 
Douglas , of its intentions to turn New Zealand into the "Hong 
Kong of the South Pacific ."  As Dope, Inc . documents , the 
largest item in Hong Kong's  economy is the drug traffic 
proceeds of the Golden Triangle . Since Douglas has dere
gulated New Zealand' s  formerly dirigistic agricultural and 
manufacturing system, "hot money" from Hong Kong and 
elsewhere has flooded New Zealand, causing a doubling of 
the New Zealand stock market index in 1986 . While farmers 
and manufacturers are ruined and absorbed by cartels owned 
by other Dryden sympathizers , such as Sir Ron Trotter's  
Fletcher Challenge Corp . , the "growth industries" in  the 
country are drugs and paper-shuffling securities firms , now 
popping up all over Wellington and Auckland . Finance Min
ister Douglas recently attempted to get a multibillion-dollar 
loan from Merrill Lynch, named in the report of President 
Reagan' s  Commission on Organized Crime for laundering 
drug money . 

Stung by EIR ' s  expose , various members of the Dryden 
network have threatened to sue this magazine-notably Dry
den' s  sidekick, radical libertarian Bob Jones . But the threats 
are not aimed primarily at EIR, as the recent visit of a dele
gation of the Sunday Star to Prime Minister Lange makes 
clear. The Star demanded that Lange deport a long-time New 
Zealand anti-drug activist, journalist Ned Haliburton. They 
offered as "justification" for this, the spurious claim that 
Haliburton authored the EIR article (written, in fact, by the 
present author) , and that this article "defamed" the New 
Zealand government. The bid to deport Haliburton is geared 
to "make an example" of anyone who dares fight for the best 
interests of New Zealand, or for New Zealand to resume its 
place as an important member of the Western alliance. 

In 1987,  New Zealand faces national elections . The EIR 
expose , report New Zealanders , said publicly what everyone 
knows, but doesn't say . Elections will give New Zealanders 
the opportunity to kick the Dryden network out. 
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Report from New Delhi by Susan Maitra 

Beijing shift on India relations? 

Recent moves suggest Beijing may be trying to force the issue 
over the India-China border. 

T here is a lot of flux today in China, 
making it difficult to analyze any giv
en event. But recent developments 
raise the question whether China's  
policy on the disputed India-China 
border, which constitutes a serious 
hurdle to rational relations ,  is not also 
undergoing a change. 

As we have reported before (see 
EIR, Aug . 22 , 1 986) , after annexing 
Tibet in the 1 950s , in 1 962 China in
vaded India and occupied a strategic 
chunk of Kashmir , which it still holds . 
While China also invaded eastern In
dia, its forces were later withdrawn .  
Nonetheless , China never formally 
recognized the validity of the British
drawn MacMahon Line, which had 
been the effective line of control sep
arating India' s  northeastern territory 
from China, and has kept that fact as 
leverage, while proposing that India 
agree to a "package" border settle
ment, ceding Chinese-occupied 
Kashmir. India has , so far, said no . 

Seven rounds of negotiations in al
ternating capitals have taken place 
since 1 98 1 ,  and the onus is on Beijing 
to take the initiative for the next round 
in Delhi . 

In December, Beijing took New 
Delhi by surprise when it reacted to 
the Dec . 1 1  decision by the Indian Par
liament conferring statehood on the 
northeastern territory of Arunachal 
Pradesh, as provided for in the Indian 
Constitution, and lodged a threatening 
official protest. The move was illegal , 
China said, and a violation of China's  
territorial integrity, and furthermore . 
deeply hurt the feelings of the Chinese 
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people . . 
New Delhi rejected the protest , 

describing it as "clear interference in 
the internal affairs of this country . "  
Since China had neither protested the 
establishment of the North East. Fron
tier Agency (NEFA) in 1 954, or NE
FA' s  elevation to the Union Territory 
of Arunachal Pradesh , China' s  out
burst was more than "for the record. "  
The irritation was compounded when 
China campaigned on the issue at the 
United Nations. 

India has taken military precau
tions to ensure their ability to thwart 
any Chinese incursion when the high 
Himalayan mountain passes open in 
the spring. But there are strong hints 
that the latest Chinese provocations 
are not military , but meant to serve as 
a forceful reminder that China cannot 
abandon its formal territorial claims in 
the northeast, without an overall bor-

.
. der settlement. 

Within days of the incident, a sev
en-member delegation from the 
Chinese Communist Party Central 
Committee Liaison Department land
ed in New Delhi for a lO-day tour of 
India, invited by the Communist Party 
of India (Marxist) , the CPM . 

Welcoming the delegates at a pub
lic reception in Calcutta, CPM boss 
and West Bengal Chief Minister J yoti 
Basu raised the call for "initiatives on 
both sides" to rapidly settle the border 
dispute, a call raised at each stop of 
the tour. 

"We are fully confident that 
friendship between India and China 
would blossom into more beautiful 

flowers in the new historical perspec
tive ," beamed delegation leader Ziang 
Guang Hua, as he evoked the Hindi
Chini bhai bhai ("India-China broth
ers") slogan of the 1 950s heyday of 
the Indo-China friendship. 

CPM officials say the visit was a 
gesture of courtesy in return for jun
kets to China they have enjoyed. There 
is doubtless more to it. The CPM be- . 
gan as a fallout of the Sino-Soviet split, 
when it broke away from the pro-Mos
cow Communist Party of India (CPI) . 
The party' s  relations with Beijing sank 
over China' s  invasion of India and, 
later, China's  support for the Naxalite 
revolt, which nearly wrecked the CPM 
in the early 1 970s . Only in 1 983 were 
party-to-party relations established. 
But the CPM also has channels to 
Moscow , so the rift between the two 
communist parties of India has healed 
particularly in the last year. 

The Chinese visitors toured West 
Bengal and Kerala,  the two states 
where the CPM is a dominant political 
force, and also visited the Tamil Nadu 
chapter of the party. In Delhi , the 
group's  engagements included a sem
inar hosted, ironically , by one of the 
most strident opponents of the "Sino
U . S .  imperialist axis ," former gov
emment adviser P.N.  Haksar. 

China' s  quiet courting goes be
yond the CPM . A visit by senior edi
tors from China's People's  Daily is 
expected , to be followed by a return 
visit of leading Indian journalists . The 
CPI , the Congress , and most of In
dia's political groupings have also been 
targeted in China's  bid to broaden 
contacts in India. 

Whether this also entails a reinvi
goration of longstanding links to in
surgent forces that continue to bedevil 
the northeast-from the Tribal Na
tional Volunteer guerrillas lately reac
tivated in Tripura, to the Ghorkalan 
agitators in West Bengal-is certainly 
worrying some . 
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General Jaruzelski 
meets the Pope 

by Thdeusz Rejtan 
For every Pole, Italy is ''the land where the lemon ripens ," as 
the great poet Adam Mickiewicz wrote in his transposition 
of Goethe' s  famous 'poem. Many also know and sing the 
beautiful lied composed on Mickiewicz's  verses by Styanis
law Moniusko. For every Pole, that is, except for Gen. 
Wojciech Jaruzelski. For him, Italy will remain the country 
where the thornbush grows. 

IJ)deed, laruzelski's  two-day visit to Rome on Jan. 12 
and 13, was far from pleasurable. Not only was he met by 
thousands of hostile demonstrators chanting "Lech W alesa" 
and "Solidamo§c," but he was also subjected to a cross-fire 
of questions and accusations coming from the leaders of the 
three trade union confederations-whatever their own rea
sons may be. Prime Minister Bettino Craxi himself hardly 
hid his reluctance at greeting the man who rules Poland on 
behalf of Moscow. The only smiling face Jaruzelski saw 
during his stay in Rome was that of Fiat boss Gianni Agnelli .  
But the latter has his own, not too holy reasons to court the 
Polish regime: to sabotage Japan's  Eastern Europe strategy . 

And then occurred the crucial event of this Italian trip, 
the 70-minute meeting with the Pope. It is for this meeting 
that the Vatican had the Italian government invite Jaruzelski , 
and that the latter acccepted, among other things, the humil
iation of being lectured on human rights in general and labor 
rights in particular. 

Vatican's Polish concerns 
We will probably never know what exactly was said 

during the exceptionally long meeting John Paul II had with 
Jaruzelski . But it is certain that the general sent a message 
from Gotbachov. Whether a letter was actually delivered, as 
rumored, or not, everything indicates that Jaruzelski' s  as
signment was to draft the Pope into Gorbachov's  anti-SOl 
"peace campaign. " It is also known what the "carrot" part of 
the pressuring was: a conditional promise by Moscow to 
allow the Pope to visit Vilnius (Polish Wilno) in Lithuania, a 
mostly Catholic Republic of the Soviet Union, where a strong 
Polish minority lives to this day. The other "carrot" would 
be a possible participation of the Pope in the 1988 celebration 
of the 1 ,000 anniversary of (Byzantine) Christianity in Rus
sia, or, more exactly, Rus . 
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One can but imagine what the "stick" was: Gorbachov 
has a broad range of threats at his disposal, not excluding that 
of sending a new Ali Agca. 

But the meeting was also considered of extreme impor
tance by the Pope himself. John Paul II , and the Polish bish
ops around him, consider it vital that he be able to visit Poland 
this year. His meeting with Jaruzelski , and the possibility 
that the latter could make political mileage out of it, was not 
too high a price to pay, considering the stakes . Despite the 
ostensible optimism of the regime's economists, the Polish 
economy is on the verge of collapse . Short of a massive 
inflow of Western productive capital , which considering the 
'present situation is , to say the least, highly improbable, the 
only policy the Polish government can think of is more aus
terity. The recently published World Bank report on Poland, 
which has been endorsed by the. "reformist" clique, criticizes 
the regime for having let real wages fall by "only" 20% 
between 1980 and 1985 . Poles are castigated for "consuming 
too much" at the expense of investment ! The World Bank! 
International Monetary Fund medicine for Poland, the con
dition for issuing desperately needed credit, includes a "bal
anced market situation," i .e .  a massive price increase for 
consumer goods , including food. 

It is exactly this type of measure that, in the past, led 
repeatedly to social unrest in Poland. In December 1970, this 
triggered the bloody massacres of striking workers in the 
main cities of the Baltic coast, and the subsequent fall of 
Wladislaw Gomulka. In 1976, the violent repression of strikes 
in the town of Radom and at the Ursus tractor plant near 
Warsaw, led to the emergence of an organized working-class 
political opposition to the regime. Austerity in 1980, led to 
the August strike wave and the birth of Solidamo§c . The only 
time the regime managed to implement massive price hikes 
without a major social upheav� was in 1982, under the State 
of Emergency.  

In the present situation, an attempt to "bring the market 
to a state of equilibrium" will undoubtedly unleash a desper
ate wave of protest which could only have tragic conse
quences . Only John Paul II has the moral authority to prevent 
a confrontation in which the only loser would be the Polish 
people . This is what he intends to achieve during his pilgrim- , 
age to his native country this coming June . This is why he 
agreed to shake Jaruzelski 's hand in public . 

Pope John Paul II presented the departing Jaruzelski with 
the Japanese edition of a book containing reproductions of 
the art in the Sistine Chapel . One could hope that this gesture 
would indicate support for a Polish technological renais
sance, through developing a policy of technological and eco
nomic exchange with Japan. Pope John Paul II ' s  gift to Ja
ruzelski was presented, after all , directly before Jaruzelski 's 
return to Poland, directly before Jaruzelski 's  return to Po
land, where his next head of state agenda item was to receive 
Japanese Prime Minister Nakasone . It is hard to say who lost 
more sleep from the Pope's  gesture, Jaruzelski or Agnelli . 
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Anthroposophs push 
'superior Russian' 

by Mark Burdman and Leonardo Servadio 

The reopening of a 1923 file by U.S .  military intelligence on 
the pro-Soviet subversive activities of Rudolf Steiner, foun
der of the cult of Anthroposophy, would shed light on one 
aspect of the cultural subversion of the Federal Republic of 
Gennany, today, by the Anthroposophs and the Russians . 

EIR has recently received reports, that there is a substan
tial increase in the learning of Russian as a second language 
among students between the ages of 1 5  and 19 in the F .R .G.  
According to West Gennan media reports , 24,000 students 
are now learning Russian as a second language, up from 
16,000 only three years back. These reports identify the state 
of Baden-Wfuttemburg, and its main city , Stuttgart, as hav
ing the densest concentration of Russian instruction, partic
ularly because of some 4,000 students learning Russian in 
the "Waldorf Schools ."  The Waldorf Schools-which now 
number about 100 in the F .R.G. , as compared to about 50 a 
decade ago-are schools which instruct students in the pe
dagogy of Rudolf Steiner. 

During a Jan . 19 discussion, a leading figure at the Stutt
gart-based central institution for Steinerian pedagogy, was 
very proud about the Waldorf School ' s  encouragement of 
Russian. He said: "Russian is a much more spiritually mobile 
and versatile language than English. English represents the 
end-stage of language, inexpressive and curt. Russian , by 
contrast, is spirit-transforming ,  with fresher expressions . For 
15 years, our pedagogy has been stressing the importance of 
Russian, for purely pedagogical , not political , reasons . It is 
integral to our writings on education and art, toward the 
achievement of Steiner's  conception of a free spiritual life . " 
He and other Anthroposoph ·officials revealed , that at one 
Waldorf School in Stuttgart, the Kraeherwald school , Rus
sian replaced French as a second language about six years 
ago. 

Unfortunately, this trend is not just a tiny fringe factor in 
the cultural life of regions of the Federal RepUblic . A 1 986 
special report of the Evangelical Church (EKD)' s  Weltan
schauung, or Ideology-Profiling , Unit , also based in Stutt
gart, documented that there is a growing popularity of Stei
ner' s  "New Age" concepts among certain youth blocs in the 
Federal Republic� expressed through the ideology of the Green 
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Party , but also in the tendency of growing numbers of upper
middle-class parents , to remove their children from public 
schools and to place them in Steiner' s  Waldorf Schools .  

The report also identified Steiner and Anthroposophy as 
central to the "New Age" movement of the past decades . 

Anthroposophy is an outgrowth of a 19th-century�origin 
movement with deep roots in RUssia, kriown as Theosophy, 
which was founded by the super-witch Madame BlavJltsky . 
It is a hodgepodge of worship of "Mother Earth;? nature cults; 
sun-worship; love of Satan-namesake Lucifer; rejection of 
technological and scientific progress; mysticism; gnostiGism; 
etc . The Steiner movement is one of the more evil products 
of the East-West entity known as lbe Trust, which put both 
the Bolsheviks and Nazis in power, earlier in this century. 

Steiner, the occult, and the Bolsheviks 
Which brings us back to the 1 923 U . S .  military intelli

gence report. 
Written on April 2 ,  1 923 , by one Norman Armond, it 

reports that Steiner, together with Satan-worshiper Aleister 
Crowley , had been under investigation around 1917", as two 
leaders of a New York-based esoteric-occultist group sus
pected of subversive activities favorable to the Bolsheviks . 
Armond goes further, and makes the challenging hypothesis , 
that the Russian Revolution may have itself been run by 
esoteric networks,  on spiritual lines , but for political purpos
es . He also claims that Steiner was initiated into the occult 
mysteries ,  by members of the Jesuit order. 

Further, Armond documents that Steiner was in control 
of a holding company , "Der Kommende Tag," which had the 
purpose of developing trade ties with the East , with the assis
tance of Steinerian disciples of all' lands . For this , he' was 
labeled an "excellent businessman," by Hugo Stinnes, the 
German businessman at the top of trade deals with Russia. In 
total , "Der Kommende Tag" had assets , at the time .of the 
Armond report, totaling 70 million Deutschemarks. 

Armond claims that the Anthroposophs , then, haci a sig
nificant following in the Baltic states and Estonia; lie also 
reports that Steiner entered into a friendly relationship with 
future Soviet leader Lenin, in Switzerland, �ginnirig iri 1909. 

More modem documentation, leaves no doubt that Stei
ner and his Anthroposophs have been, and are, workiilig for 
the world dominion of Holy Mother Russia. In 1968,� a; Brit
ain-based Anthroposoph author named J. Fletcher j .  wrQte a 
book entitled , Russia, Past, Present, and Future, . as'a hymn 
to the "spirituality of Russia,"  because it is a land .ce�tered 
on the figure of the mother, the earth-mother of gnostic' spir-
itual traditions . ' "  

Fletcher contrasts the Americans to the Russians , ·  noting 
that, for the former, the earth is to be subdued, whereas, for 
the latter, it is to be gently treated, because it is the· actual 
beating heart of the mother. Russia, says Fletcher,: "is the 
New Jerusalem," from which is emerging the "future smvon
ic culture, whose shining shall one day transfigure the world." 
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Northern Flank by Goran Haglund 

Budget cuts weaken northern defense 

Will NATO emergency reinforcements for northern Europe fall 
under the budget axe in Britain and Canada ? 

For "budgetary reasons," the Brit
ish and Canadian governments have 
announced proposals to eliminate 
NATO reinforcement troops deploy
able in defense of NATO member 
countries Denmark and Norway in 
times of war or crisis . H the proposed 
troop cuts go into effect, the wrong 
signals will be sent not only to Scan
dinavia, but to Moscow, about 
NATO's willingness and ability to de
fend Europe's  northern ftank. 

The British government is propos
ing to eliminate the so-called U.K.  
Mobile Force, a 1 3 ,OOO-troop contin
gent stationed in Tidworth, England. 
In an emergency, the U.K.  Mobile 
Force would be placed at the disposal 
of the NATO Baltic Command in Jut
land, Denmark, which commands the 
defense of southern Norway, Den
mark, and Schleswig-Holstein, West 
Germany. Canada has proposed to cut 
its so-called CAST brigade of 6,500 
men, destined for Norway in case of 
an emergency.  A final decision is ex
peeted by the Canadian government 
after the March 1987 publication of a 
new White Book in Ottawa. 

While Denmark and Norway are 
indefensible without the commitment 
of other NATO members to rapidly 
move in crack combat troops be/ore 
fighting breaks out, Social Democrats 
of both countries are debating how to 
worsen their own defense posture by 
military spending cuts . Should Britain 
and other NATO countries revoke their 
crisis commitments to northern Eu
rope; the. temptation for Moscow to 
pull a surgical surprise strike against 
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Norway, Denmark, or Schleswig
Holstein would arise. 

According to a military corre
spondent in London, the British troop 
reduction plan, while chiefty caused 
by the budget squeeze imposed by the 
Thatcher government, does reftect a 
sentiment among British military 
planners to bash Denmark for its 
weakening defense commitments . 

While the British Ministry of De
fense spends more money per capita 
than anybody else among the Euro
pean NATO members , the Danish 
parliament is now debating whether to 
adopt a version of the opposition So
cial Democracy's  "defensive defense" 
doctrine, which would dangerously 
undermine the nation's  already woe
fully inadequate state of defense. It 
was in the context of this ongoing de
bate that the Danish government made 
the British troop reduction plan known 
to the public . 

Denmark's commander-in-chief, 
Admiral Thiede, stated that the elim
ination of the U.K.  Mobile Force 
would mean a "serious weakening of 
Denmark's defense," and that it is not 
clear how Denmark could replace the 
British troops . On the contrary, the 
NATO spokesman of Denmark's anti
NATO Social-Democratic party, 
Lasse Budtz, gloated that the British 
proposal puts into question Den
mark's membership in NATO, a state
ment attacked by Danish Foreign 
Minister Uffe Elleman-Jensen as ir
responsible. 

Public debate of the troop reduc
tion plans erupted simultaneous to mid-

January visits to Moscow by Norwe
gian Social Democratic Defense Min
ister Johan Jjljrgen Holst and British 
Foreign Office State Secretary Timo
thy Renton. The latter visited the Rus
sian capital Jan. 14- 1 8  to prepare 
Thatcher's  spring visit to Moscow, 
while Holst met with his Soviet coun
terpart, Defense Minister Sergei So
kolov, on lan. 16 .  The stated reason 
for Holst' s  Moscow visit had to do 
with his secretaryship of an environ
mental commission named after the 
Norwegian Social-Democratic Pre
mier Oro Harlem Brundtland, but 
Holst' s  meeting with Sokolov rather 
brings to mind his membership in the 
Trilateral Commission, an institution 
working for the dismemberment of 
NATO. 

During the days before Holst left 
for Moscow, the threatened elimina
tion of the U.K.  Mobile Force had 
received much attention in Norway, 
whose defense is closely linked to that 
of Denmark. To soothe worries among 
Norwegian military circles over the 
British troop reduction plan's effect 
on the defense of the northern ftank, 
Holst asserted on Jan. 12 that the Brit
ish and Dutch marine infantry elite 
troops, which began winter exercises 
in Norway on Jan . 1 3 ,  would still be 
available for the defense of Norway. 

The commander of the British elite 
troops exercising in Norway, Briga
dier Robin Ross, denied that his forces 
have Norway as their prime wartime 
area of operations .  Rather than being 
earmarked for Norway as such, the 
British!Dutch amphibious reinforce
ment troops mentioned by Holst are 
assigned several tasks on the northern 
ftank. 

A weakening of Denmark's defen
ses , e .g . , by the elimination of the 
U.K. Mobile Force , implies a greater 
demand for deploying the British! 
Dutch reinforcements there . 
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Dateline Mexico by Carlos Cota Meza 

The corruption of Pemex 

Real corruption in Mexico has a name: Pemex general director 
Mario Ram6n Beteta . 

On Jan. 7 , just hours before the Oil 
Workers Union of Mexico presented 
their traditional New Year's greeting 
to the President of the Republic , a na
tional leader of the union, Joaquin 
Hernandez Galicia, opened up a can 
of wonns which threatens to expose 
the extensive corruption that per
meates the state oil company , Pemex. 

Before a general assembly of the 
union, Hernandez denounced the ex
istence of a suspicious shipping firm 
which rents ships to Pemex for the 
transportation of petroleum . The com
pany, Flota Petrolera Mexicana 
(FPM), is owned by one Isidoro Rod
riguez Ruiz, president of the National 
Transport Council. Hernandez ques
tioned how it is that Isidoro Rodriguez 
"has no experience in the management 
of boats, and is now in charge of Pe
mex's  shipping?" In the past , insisted 
Hernandez, Pemex "always made six
month or one-year contracts for ship 
rentals, but with the Rodriguez com
pany has signed a ten-year contract. "  

The union leader explained that his 
denunciations were intended to moti
vate the outright purchase of oil tank
ers by Pemex, thereby creating a na
tionalized oil fleet while at the same 
time avoiding the huge foreign-ex
change losses incurred by renting ships 
from other companies .  

Hernandez further charged that Is
idoro Rodriguez's  FPM was started 
with initial capital of just 2 ,500,000 
pesos . Then, with financing by Ban
pesca, the company purchased two 
ships, "it is said, for $ 1 9  million 
apiece. "  Another union leader, Sal-
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vador Barragan Camacho, added that 
the same kind of boats bought by FPM 
had been offered him, during a union
sponsored trip to visit Yugoslavian 
shipyards, for only $14 .5  million . 

EIR investigations in Mexico have 
shed yet more light on the shady busi
ness deals being carried out with Mex
ico' s  black gold . One of the threads 
this news service began to unravel 
started at the Planning and Budget 
Ministry headed by Carlos Salinas de 
Gortari . It was that ministry which 
gave the Pemex shipping contract to 
the newly founded company of Isido
ro and Jorge Rodriguez Ruiz , bypass
ing the holding of a public bidding for 
the Pemex oil tanker concession . 

Based on the promise of that 
concession , Isidoro sought a $4 .9  mil
lion credit from Banpesca, which 
served as the down payment for the 
purchase of the two oil tankers . The 
state credit agency Nafinsa, at that time 
run by the current Finance Minister 
Gustavo Petricioli , rounded out the 
operation by granting credit to the 
Rodriguez brothers enabling them to 
make full payment on the ships ! Thus,  
federal funds were used to privately 
purchase overpriced ships, which were 
then rented to Pemex, a state compa
ny. 

Isidoro Rodriguez Ruiz offered as 
collateral for all the loans 100% of 
FPM's stocks; 65% of Holding Fia
sa, a stock brokerage owned by lsi
doro; and 100% of the stocks of the 
Casa de Bolsa Mexicana de Inver
siones y Valores, one of the smallest 
stock houses registered on the Mexi-

can stock exchange . . 
Among the partners of Isidoro's 

companies, apart from his brothers and 
other relatives , is one Hugo Garcia 
Blake , the current advisory cooh:lina
tor to Finance Minister Petricioli . 
Garcia Blake was an executive of FPM 
and a former president of Isidoro's 
stock brokerage. Before the 1982 bank 
nationalization, he was a director of 
Comermex. As an official at the Fi
nance Ministry , he is in charge of "ra
tionalizing" the system and returning 
34% of the private bank stocks to the 
former bankers . 

Another partner of Isidoro is C9n
gressman from the state of Mexico Je
sus Alcantara Miranda, who rules over 
the Chamber of Deputies '  Commis
sion on Distribution of Consumer 
Goods and Services , Federal Roads 
and Transport. Alcantara is the Grand 
Master of one of the masonic lodges 
grouped in the Grand Lodge of the 
Valley of Mexico . 

But there is more . Isidoro Rodri· 
guez Ruiz became the "czar" of Mex
ican transport by serving as the front
man for Carlos Hank Gonzalez , a con. 
troller of most of Mexican masonry 
who himself dominated the transport . 
of most basic agricultural goods in the 
country through his control of the auto 
industry and his links to such interna
tional grain companies as Continental 
Grain . Grand Master Alcantara Mi
randa is known as "Hank Gonzalez's  � 
deputy" and was elected in the elec
toral district where Hank keeps his 
general headquarters in Mexico sta�. 

This morass of masonic corrup
tion and dirty machinations , presented 
by Pemex general director Mario Ra
mon Beteta and Isidoro Rodriguez as 
a program for the "Mexicanization" of 
Pemex, is part of the efforts of Salinas 
de Gortari , Petricioli ,  and l3eteta to 
privatize the Mexican state sector, 
precisely as per the demands of the 
International Monetary Fund. 
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Andean Report by Valerie Rush 

Terrorists hit Peru's industry 
The international financial institutions would point Peru down 
the "Shining Path" of chaos, terror, and destruction . 

On Jan. 1 5 ,  Peru's Shining Path 
(Sendero Luminoso) terrorists 
launched one of their most violent as
saults to date, simultaneously hitting 
the electricity networks of more than 
six Peruvian departments , two of the 
country's  largest textile factories , 
banks , television stations ,  and com
mercial establishments . As one of the 
terrorists later bragged to his captors , 
Shining Path's  objective is ''to tum 
Lima into a second Beirut, demolish 
the national productive apparatus ,  and 
paralyze national industry."  

The blind terror and destruction 
flung by the Shining Path against the 
government of President Alan Garcia 
thus represents clear coordination of 
the terrorists ' campaign with the for
eign financial interests stung by Gar
cia's economic policy. As such, Shin
ing Path offers a bloody counterpoint 
to the economic warfare with which 
the international financial community 
hopes to undermine and ultimately 
bring down the Garcia government. 

It was, perhaps, not accidental that 
one day before the synchronized ter
rorist attacks were launched, World 
Bank President Barber Conable de
clared that Garcia's  bold economic 
development program "is not likely to 
work . . . because it does not let them 
service their debts . ;' Conable and the 
Shining Path terrorists ultimately an
swer to the same boss-the oligarchic 
elites who view the successes of the 
Garcia economic experiment with 
growing dread of "contagion" 
throughout the developing-sector na-
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tions. In particular, they are watching 
with apprehension the historic Jan . 26 
visit of President Garcia to India, at 
the invitation of Prime Minister Rajiv 
Gandhi, at which major South-South 
development initiatives are expected 
to be taken. 

The Shining Path's targeting of the 
two largest textile plants in Peru-and 
possibly in the Andean region-was 
intended as a message to Garcia that 
his economic program would not be 
tolerated. At the Celanese rayon plant, 
20 terrorists-led by 4 dressed as po
licemen-rode through the gates on a 
Celanese company bus , subdued the 
guards , placed incendiary devices 
throughout the plant, and burned it to 
the ground. Another state-owned plant 
on the outskirts of Lima was bombed 
to smithereens . 

Significantly, textiles is the indus
trial sector which has had the highest 
growth rate, thanks to Garcia's  policy 
of raising the real wage levels of Pe
ruvians, and thus real productivity as 
well . Now operating at close to in
stalled capacity for the first time in a 
decade, the textile industry is a prior
ity sector for reinvestment and expan
sion under Garcia's plan. 

Growth in textiles is but the lead
ing edge of an economic success story 
unique on the continent. Output from 
manufacturing last year was up 14.8%, 
and Peru's  overall growth rate was 
8 .5%,  the highest in !bero-America .  
The country is  building, as  shown by 
the 22 .2% increase in construction ac
tivity . 

There are a number of remarkable 
things about Garcia' s  accomplish
ments thus far. Peru ' s  recovery shows 
a marked contrast with what has taken 
place in the United States, where most 
new jobs have been in non-productive 
services .  Industrial employment in 
Lima last year was up 8 . 8 % ,  while 
services increased only 2% , showing 
that Garcia did not put people back to 
work by padding the government pay
roll . 

While Garcia is often accused of 
"statism, " the facts show the contrary . 
The profits received by the private 
sector were up by 35%, after inflation 
is taken into account. Government 
revenues were up 27% and the mini
mum wage was up 22% . While all 
sectors benefited, the private sector got 
the most. Garcia's  success in encour
aging those profits to be reinvested in 
new factories may be badly set back 
by Shining Path's  declaration of eco
nomic warfare . 

Garcia also plans to capitalize and 
modernize agriculture. On Jan. 15 ,  the 
same day as the Shining Path offen
sive, he worked with his advisers on 
how to increase food production 
through improved technology .  During 
1987 , said the President, the plan is to 
put more tractors in the fields , even if 
it means taking obsolete out-of-ser
vice machines from the United States 
and Europe, fixing them up, and put
ting them CO work in Peru . 

Garcia also emphasized that mod
em irrigation systems would be in
stalled widely to make maximum use 
of the scarce water on Peru's  desert 
coast. In 1986, he said, agricultural 
production grew by 4% and the amount 
of land under cultivation by 6%. While 
agriculture has given the slowest re
sponse of any economic sector, these 
figures show a turnaround from 20 
years of continuous decline . Peruvi
ans will be paid better, eat better, and 
produce more during 1987 . 
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Report from Rio by Lorenzo Carrasco 

A governors' revolt 

The majority of Brazil' s PMBD governors are revolting against 
the plague of usury inundating the country. 

With the popularity that swept 
them into office last March threaten
ing to evaporate before their very eyes, 
Brazil' s  governors have decided to act 
in the face of an economic and social 
crisis of devastating proportions . In an 
emergency meeting held on Jan . 1 5  
with President Jose Sarney, 21  of Bra
zil 's  23 state governors presented a 
document demanding, among other 
things ,  the "partial suspension of the 
foreign debt" and the linking of further 
debt payments to a fixed percentage of 
the nation's  exports . 

The governors , all from the ruling 
PMDB party of Sarney, declared that 
a substantial portion of the country' s  
$100 billion foreign debt i s  "illegiti
mate" because of U . S .  interest-rate 
hikes , and that savings from a suspen
sion of payments was required to meet 
the "minimal needs" of the popula
tion. 

Rio state governor Moreira Franco 
urged the formation of a pact among 
government, labor, and business to fix 
wages , prices , and interest rates at 
reasonable levels, while the governor 
of Bahia, Waldir Pires , spoke in the 
name of the northeast states when he 
asserted, "The country cannot contin
ue making annual interest rate pay
ments of $ 1 1 - 1 2  billion a year, while 
fighting for $3-4 billion to finance its 
development. These resources must be 
invested in increasing produc
tion . . . .  " Accusing the government 
of persisting in the monetarist policies 
of the late unlamented dictatorships ,  
Pires insisted, "The path lies through 
an act of national sovereignty regard
ing the foreign debt. " 
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Governors like Pires are respond
ing to a panic that has begun to set in, 
as the collapse of the so-called Cru
zado Plan and the capture of the econ
omy by speculators is now painfully 
evident to all. Interest rates have soared 
above 500% a year, strangling real 
production and sending food prices on 
the black market-the only place most 
basic foods items are available-into 
the stratosphere . The failure of the 
much-vaunted Cruzado Plan is due 
precisely to the fact that while prices 
and wages were frozen by the govern
ment, the payment of $ 1 2  billion a 
year in interest on the foreign debt 
continued intact and bankers were 
permitted to speculate freely with in
terest rates on domestic lending . 

While it was being repeatedly as
serted that the general inflation rate 
had not gone much beyond 20% in the 
past nine months, interest rates were 
already approaching the 500% mark, 
making a mockery of the govern
ment's  pronouncements . The reason 
for the prevailing speCUlative insanity 
has nothing to do with the magic of 
the marketplace,  or the "invisible 
hand," but rather that the financial oli
garchy in Brazil is desperate to pre
vent an accord between President Sar
ney and the PMDB governors who see 
the government's  economic policies 
as pulling the electoral rug out from 
under its own feet. 

Oligarchic circles-represented by 
former economics minister and cur
rent Citibank official Mario Henrique 
Simonsen, banker and current Brazil
ian ambassador in Washington Mar
cilio Marques Moreira, and former 

minister and power broker Delfim 
Netto-know that the disaster of the 
Cruzado Plan, aggravated by the drop 
in exports and therefore in the trade 
surplus ,  leaves the Sarney govern
ment at a critical crossroads: either 
signing an agreement with the inter
national bankers (with or without the 
IMF's  formal involvement) , which 
would rapidly destroy the legitimacy 
of the government and plunging Bra
zil into a hyperinflationary panic; or 
striking a deal with the political ma
chine of the PMDB . 

This last would entail, as the gov
ernors' document itself outlines: 

• freezing bank interest rates at 
an annual 6% a year; 

• maintaining wage gains at 8%; 
• creating 1 million jobs a year; 
• finding a solution to the foreign 

debt problem, which assumes a mini
mum 6% annual growth rate of the 
Brazilian economy. 

The Sarney government is still 
looking for a way out of its dilemma. 
The president of the Brazilian central 
bank, Fernao Bracher, spent the sec
ond week of January in Washington, 
D. C .  , meeting with representatives of 
the International Monetary Fund and 
the creditor banks to try to negotiate a 
restructuring of the debt without 
touching off a revolution back home. 
Inside Brazil , the ministers of finance, 
planning, and labor have been holding 
a series of meetings with political , 
business, and labor leaders to try to 
seal a pact to revive the moribund Cru
zado Plan. 

But the governors have already 
expressed their disgust for the govern
ment 's  economic failures, and labor 
relations with the government are 
grave as the spiral of strikes escalates. 
A desperate business community is 
threatening "civil disobedience"-il
legal price hikes-if they can't get any 
relief. 
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Drug traffickers indicted 
in Peru's Villa Coca case 

Seven top Peruvian police officers are among 
the 1 20 persons indicted on charges of hav
ing transported up to six tons of cocaine per 
year to the United States. The case stems 
from the mysterious explosion in a cocaine
refining laboratory under a complex of lux
urious houses in a Lima suburb, which was 
dubbed "Villa Coca. "  

The blast took place July 26, 1985 , two 
days before Alan Garcia was sworn in as 
President of Peru. Magistrate Hugo Principe 
told the Reuters news agency Jan. 22 that 
Police Gen. Jose Zarate , then the investi
gations director of Peru' s  detective force, is 
charged with drug trafficking and has been 
jailed pending trial . Two other police gen
erals and four former police commanders 
have also been indicted . The pre siding judge 
said the trial could begin before the end of 
January . 

The owner of Villa Coca, Reynaldo 
Rodriguez L6pez, a.k.a. "EI Padrino," faces 
up to 25 years in prison if convicted . Lima 
sources expect the trial to be a political ex
plosion. The case is likely to show how much 
former President Fernando Belaunde's  gov
ernment and police had been taken over by 
narcotics traffickers . But they are not the 
only ones caught up in Villa Coca. 

Moscow News publishes 
Lenin's attack on Stalin 

The "last will and testament" of Vladimir 
Lenin, written from his death bed and con
taining an attack on Josef Stalin, was pub
lished for the first time in the Soviet press 
on Jan. 19,  in the daily Moscow News, the 
Reuters news service reports . The newspa
per equated the struggle waged by Lenin 
with the one now fought by General Secre
tary Mikhail Gorbachov, who has been car
rying out extensive purges of the party, gov
ernment, and industry apparatus .  

Th e  article quoted Lenin' s  letters refer
ring to overcoming such pressing issues as 
the problem of the U . S . S .R . 's diverse na-
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tionalities ,  the cumbersome state apparatus ,  
and stagnating bureaucrats . "Stalin is too 
rude," Lenin wrote , "and this defect, al
though quite tolerable in our midst and in 
dealings among us Communists , becomes 
intolerable in a Secretary General . That is 
why I suggest that the comrades think about 
a way of removing Stalin from that post . " 

The article was written by Moscow News 
editor-in-chief Yegor Yakovlev , who con
cludes: "Lenin was right, tragically right . "  

Nakasone rejects Soviet 
terms for Asian security 

Japanese Prime Minister Yasuhiro Naka
sone told East German party chief Erich Ho
necker on Jan. 1 3  that Japan would not ac
cept a Soviet security proposal that would 
freeze current state borders in the Asia-Pa
cific region . Nakasone met with Honecker 
in East Berlin for four hours of talks . 

Both Nakasone and Honecker called 
Mikhail Gorbachov' s  July 28, 1986 speech 
in Vladivostok "epoch-milking ," but Naka
sone said that the idea of an Asian security 
conference is one of the points of the speech 
that Japan cannot agree to, according to of
ficials traveling with Nakasone . 

The proposal would have "adverse ef
fects" on Japanese claims of sovereignty over 
the Kurile Islands , Nakasone said. The is
lands were seized by the Soviets at the end 
of World War II, and were kept as part of 
the Yalta settlement. 

An unidentified group approached 
Amaya' s  house, placing a bomb next to a 
car. Just after the bomb exploded, they 
sprayed machine-gun fire into the front of 
the house. Neither Amaya nor his family 
were injured . 

Amaya is one of the founders of the Un
ified Confederation of Workers (CUT) , the 
largest Colombian labor federation, which 
was formed in the fall of 1 986 on an anti
drug and anti-International Monetary Fund 
program. He formerly was an executive 
member of the Valle Workers Union (Utra
val) federation, and an executive of the 
Workers Union of Colombia (UTC) . During 
the July 1 986 UTC Congress, Amaya' s  

union, most o f  Utraval , and many other fed
erations withdrew from the UTe . 

The CUT is supporting the anti-drug 
campaign of the government of President 
Virgilio Barco , but has criticized the gov
ernment's  concession to the austerity de
mands of the IMF. It has called for a Feb. 
1 2  protest against the government' s  eco
nomic policies. 

Turks charge Bonn with 
tolerating extremists 

The Turkish newspaper Milliyet has charged 
the West German government with exces
sive tolerance for the activities of extremist 
exile groups, and failure to take action against 
the terrorist alliance recently formed be
tween the Turkish Communist Party and 
Muslim fundamentalist groups . Both cur
rents are outlawed in Turkey . 

Several Turkish papers have charged that 
this alliance is aimed to overthrow the pro
NATO Turkish system, and is massively 
supported and financed by Khomeini ' s Iran . 
In mid-January, Turkish President Kenan 
Evren denounced the Iranian support for Is
lamic fundamentalist groups operating in 
Turkey. 

Enrile says he'll abide 
by vote on Constitution 

Former Philippine Defense Minister Juan 
Ponce Enrile said on Jan . 20 that he will 
support President Corazon Aquino if Fili
pino voters ratify her draft Constitution in 
the February constitutional referendum. 

Aquino' s  draft contains various mea
sures opposed by the military, including the 
elimination of the Philippine Constabulary , 
the counterinsurgency force which compris
es 25% of the armed forces . It also calls for 
the Philippines to become a nuclear-free 
zone, and for full autonomy to the island of 
Mindanao, the heart of the country' s  reserve 
of strategic minerals ,  where four Muslim 
separatist factions are battling for hege
mony. 

Interviewed on ABC' s  "Good Morning 
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America," Enrile said, ''The ratification of 
the Constitution would mean that the people 
have spoken, and we must respect the will 
of the people if we want to be treated by the 
world as a democratic society . "  But, Enrile 
added, "respecting her as a President, does 
not mean we will not speak out as opposition 
in order that issues will be ventilated. " 

He said he has no political plans of his 
own at this time and that his campaigning 
against the proposed Constitution was in ac
cordance with the Philippine democratic tra
dition. If the Constitution is voted down, he 
said, his plans would depend on "what the 
scenario would be at the time. " 

Velikhov: U.S.S.R. will 
quintuple nuclear power 

Yevgeni Velikhov , vice-president of the So
viet Academy of Sciences, told a U . S .  Sen
ate panel headed by Edward Kennedy (0-
Mass. )  on Jan. 20 that in spite of the nuclear 
disaster at Chernobyl , the Soviet Union 
would quintuple nuclear power production 
by the year 2000. 

Velikhov, who is a nuclear physicist, 
noted that spring rains in the Chernobyl re
gion could still bring new dangers of radio
active contamination. "We have built spe
cial systems to deal with this , "  he said, and 
"will decontaminate as much as possible . "  
H e  said that the systems included dams and 
canals to bypass the normal routes of water 
supplies to Ukrainian cities . 

Senator Kennedy told Velikhov that the 
accident showed that no matter how failsafe 
a design could appear, the potential dangers 
of nuclear power remained "awesome . "  

Egypt's Mubarak: 
U.S. has lost credibility 

"I can say that the United States has com
pletely lost its credibility in the Arab region 
and maybe in the whole world, "  Egyptian 
President Hosni Mubarak said in an inter
view with the United Arab Emirates daily 
al-lttihad, published Jan . 1 7 .  

Mubarak pointed out that the United 
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States had refused to cut interest rates on 
Egypt's  military debts and was making no 
new efforts for peace in the Middle East . 
Mubarak rejected Washington' s  argument 
that it had tried to encourage "moderates" in 
Iran by arms sales:  ''These justifications are 
unacceptable and illogical . . . .  I repeat, the 
deal was the worst that could ever be made . " 

Mubarak, who met U . S .  State Depart
ment special envoy Richard Murphy the 
week before , said: "I don't imagine seeing 
anything on the horizon which might indi
cate that they [the United States] are going 
to move or will exert any effort to solve Arab 
issues . "  

ETA. terrorists 
apprehended in Spain 

Six members of the ETA Basque terrorist 
group, assigned to commit terrorist acts in 
the Spanish capital of Madrid , were cap
tured by Spain's special GEO anti-terrorist 
unit on Jan . 1 6 .  The six are members of the 
"Commando Madrid" and were directly in
volved in the terrorist incidents that have 
rocked the city over the past year. 

During 1986, twenty-two persons ,  in
cluding high-ranking military officers and 
members of the Civil Guard, were assassi
nated by ETA in Madrid. The arrests were 
the first in connection with any of these as
sassinations . 

A spokesman for the government said 
that several more members of ETA's  Com
mando Madrid are still operating in the city . 

Mob tries to assassinate 
Colombian labor leader 

Nelson Amaya, the president of the Colom
bian Trade Union of Laboratorios JGB 
Workers , was the victim of an assassination 
attempt on Jan. 1 7 ,  at his home in Cali .  
Amaya is a leader of the anti-drug faction of 
Colombian unionists, who has crossed 
swords with the dope mafia and its protec
tors , including agents of the the U . S .  State 
Department-financed American Institute of 
Free Labor Development (AIFLD) . 

Briefly 
• MEXICO has launched a drive to 
detect clandestine runways used by 
narcotics traffickers, said Enrique 
Mendez Fernandez , head of the Civil 
Aeronautics Administration on Jan. 
1 7 .  The owners of unregistered air 
strips will have to register them, and 
"there will be energetic intervention 
whenever it is proven that small planes 
are entering or leaving without au
thorization from this office ."  

• IN SOVIET KAZAKHSTAN, 
the director and manager of a factory 
have been sentenced to death and two 
staff members given long jail terms, 
on charges of extortion, the daily Ka
zakhstanskaya Pravdo reported Jan. 
20. The individuals were convicted 
of taking 438,000 rubles in bribes 
($60,000) and giving payoffs to a 
railway station chief who helped them 
with their transactions . 

• THE WEST GERMAN Evan
gelical Church (Lutheran) released a 
memorandum on policy toward the 
East in December. It recommends 
proclaiming 1987 the "Year of Rec
onciliation with the Soviet Union. "  
This slogan is already being repeated 
by the church' s  umbrella "peace 
movement" organization, Action 
Reconciliation. 

• PRINCE CHARLES is planning 
a visit to Africa in April with his mys
tic guru , Laurents van der Post, the 
London Daily Mail reported on Jan. 
16 .  The two will be "examining cave 
paintings of the Stone Age bush
men ."  In 1977 , Charles went to Ken
ya with van der Post, and claimed to 
have a "spiritual revelation. " 

• COLOMBIAN GNOSTICS lost 
a lawsuit against Anti-Drug Coalition 
head Max Londono . Shortly after 
Londono' s  wife Patricia was kid
napped in 1984, Arturo Cortez Cad
ena and Jose Vicente Mm-quez, mem
bers of the Universal Christian Gnos
tic Church, sued Londono for slan
der, in press releases issued on the 
case . The Supreme Tribunal of Bo
gota on Jan .  20 upheld the ruling of a 
lower court, that the Gnostics' case 
was without merit. 
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Weinberger presses SOl 
to salvage administration 
by Webster G. Tarpley 

As President Reagan left snowed-in Washington for Camp 
David and his weekend's  work of completing his sixth State 
of the Union Address for delivery on Tuesday, Jan . 27 , 
observers in the capital sensed that this speech would neces
sarily mark a turning point in the Reagan presidency-either 
toward new policy options or toward imminent collapse . On 
the one hand, the news from the Gulf war-pointing to the 
defeat of Iraq, and thus to a triumphant Shi' ite Mullah regime 
in Teheran extending its dominance over the Gulf and much 
of the Middle East-underscored once again that the entire 
Mossad-Trilateral policy of rapprochement with Iran is pure 
insanity, and must be rooted out once and for all .  

There are clear indications that U . S . -Iranian haggling 
over arms-for-hostages deals continued well into December, 
and is still probably ongoing , under Israeli auspices . Vice 
President Bush, no doubt advised by opinion-monger Lee 
Atwater, his campaign manager, is worried that "a perception 
exists that this administration traded arms for hostages . " It is 
more than a perception, and only a clear presidential repudia
tion of this treason will help. 

Then there is the question of the economy. Periodically 
the Reagan White House trots out Beryl Sprinkel of the Coun
cil of Economic Advisers for a "big lie" session on econom
ics . Now the news is that inflation had taken "its worst beating 
in 25 years . " The White House announced that "with inflation 
reined in, unemployment down to 6.6% ,  and the stock market 
setting dizzying new heights each day, Americans have good 
reason to feel confident that 1 987 will be another banner year 
in the Reagan economic expansion-now enjoying its 50th 
month of consecutive growth. "  To offer this nonsense to a 
depression-stricken nation as a description of its current mis
ery would be an act of final political folly . 

Unless the President can transform his discredited poli
cies on economics and Iran , it is not clear that any other 
innovations will save him. President Nixon was Clriven from 
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office primarily because he refused to oust such figures as 
Kissinger and Haig . President Reagan has seemingly learned 
nothing from all that, and clings to Don Regan and George 
Shultz, each of whom personifies precisely what must be 
excised in economic and foreign policy if the Reagan presi
dency is to survive . In the absence of such radical changes , 
as Lyndon LaRouche has pointed out , it will be "almost a 
miracle" if we do not find ourselves getting used to saying 
"President Bush" a few weeks down the line . 

Weinberger: the last hope 
Caspar Weinberger has continued his struggle to define 

the total Soviet threat to the Western world as the lever by 
which a total policy shift, ultimately including economics, 
might be accomplished. On Dec . 17, Weinberger and Ad
miral Crowe of the Joint Chiefs of Staff met with President 
Reagan to broach an early decision to deploy SDI . General 
Abrahamson of the Strategic Defense Initiative Organization 
has prepared a briefing document, which is still classified, 
detailing progress in technologies that would make up the 
SDI Mark I system. On Jan . 1 5 ,  General Abrahamson pre
sented that briefing document to Frank Carlucci , the National 
Security Council director. The next day , General Abraham
son repeated the briefing for the Joint Chiefs of Staff. On Jan . 
20, President Reagan received Weinberger and Carlucci in 
the White House presidential residence, and then met with 
Weinberger in the Oval Office the next day . 

Weinberger's  push for SDI deployment has the support 
of Carlucci , White House Communications Director Pat 
Buchanan, and Attorney General Meese , who called for SDI 
deployment, "so it will be in place and not tampered with by 
future administrations . "  The opposing lineup includes Don 
Regan, George Shultz, arms control and disarmament direc
tor Kenneth Adelman, and Paul Nitze . 

Weinberger is bidding to make the Soviet threat and the 
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SOl response the central theme of administration policy and 
thus of the State of the Union message . Speaking at the Space 
Foundation in Colorado Springs , Weinberger recalled that 
this is the 30th anniversary of the Soviet Sputnik, and thus 
marks three decades of Soviet ICBMs, which are today de
signed "unmistakably as first-strike weapons . "  Noting Soviet 
anti-ballistic missile , anti-satellite , air defense and civil de
fense systems, Weinberger called attention to the Soviets ' 
construction of "nine new large phased-array radars" in ad
dition to their 1 1  early-warning radars already in use . Adding 
to this, the Soviet laser, particle beam and microwave weap
ons research programs, Weinberger concluded that "the So
viets are developing a capability for rapid and comprehensive 
ABM deployments," including a "nationwide ABM system."  

''They have surprised us  before-they could again," 
Weinberger went on. "I cannot envision any circumstance 
more threatening and dangerous for the free world than one 
in which our populations and military forces remain vulner
able to Soviet nuclear missiles while their population and 
military assets are immune to our retaliatory forces . " 

Weinberger then turned to the progress of SOl research, 
including the Delta- 1 80 experiments , which showed "that we 
can find and track objects in space" with new sensors and 
detectors, and that a "moving target can be hit with a kinetic 
weapon from space. "  He also mentioned the high-powered 
MIRCL chemical laser at White Sands , which has proven the 
feasibility of high-powered laser systems . "We are rapidly 
validating a number of technologies and technical concepts 
which provide sufficient evidence of the feasibility of a stra
tegic defense system," a first phase of which could "include 
both ground and space based components operating to detect, 
track, and destroy ballistic missiles in the boost and late mid
course phases of flight ."  "It would not be a point defense as 
some have urged to protect missile fields . It would be an 
integral first phase of our whole tiered defense . We have no 
intention of deploying any strategic defenses , unless we are 
confident that they will be elements of the entire defensive 
system. Thus, phase one must look forward to phase two, 
three, and beyond. Some would have us deploy so-called off
the-shelf technologies now . This we reject because , I am 
sorry to say ,  there are no technologies on-the-shelf that can 
do the job we want and need. "  

Weinberger described how such a first phase of SOl would 
"enhance deterrence," imposing intolerable uncertainties on 
Soviet first-strike plaimers and devaluing Soviet strategic 
missile forces .  "Today, we may be nearing the day when 
decisions about deployment of the first phase can be made . "  
Weinberger in this connection quoted the late General "Chap
pie" James, one of the celebrated Tuskegee airmen, whose 
mother told him, "When opporunity knocks , have your bags 
packed." 

The pace of Soviet strategic defense research, Weinber
ger warned, will not slacken. The Secretary called for 
"congressional support for the President' s  defense program 

ElK January 30, 1987 

and the SOl budget . "  "We must seize this opportunity ," he 
stated . 

Later in the day , Weinberger systematically refuted every 
proposal and claim coming out of the Nunn-Brzezinski "na
tional strategy" Senate hearings ,  which have been causing 
consternation throughout the alliance . Weinberger dismissed 
such proposals as "deeply flawed" and "ill-conceived. "  There 
is no benefit, savings , or stimulus to be gained from pulling 
100,000 men out of Europe, Weinberger explained: "U. S .  
forces are the visible sign of our political commitment to 
defend Europe and ourselves, including our resolve to use 
nuclear weapons if necessary. . . . Now is the time for reas
serting our resolve to stand by our allies and protect our 
interests . " 

A key aspect of this struggle is irregular warfare, also the 
subject of a Weinberger speech . Here he contended, "The 
Soviet Union supports terrorism at the policy level by actively 
helping and encouraging client states ," and providing them 
with equipment, expertise, and support. At a second or lo
gistic level , "we find Soviet allies , clients , and surrogates 
like Bulgaria, East Germany, and Cuba, providing weapons, 
training , and material support."  Terrorist actions are then 
carried out at the operational level by such outlaw states as 
Syria, Libya, and Iran. "Everyone knows the current govern
ment of Iran actively supports and engages in terrorism." 

References to LaRouche 
Speaking to a University of Colorado audience, Wein

berger urged scientists and researchers to embrace the SDI, 
and made a number of references whose symbolic value will 
be clearest to those who have followed Lyndon LaRouche' s  
speeches and writings .  Illustrating the concept of freedom, 
he referred to Athens ,  where "the ideal of a society of self
governing citizens shone brightest, if often imperfectly . "  At 
the heart of the life of Athens , he said, was "reason as the 
key to decent self-government."  To reconcile the imperative 
of defense against totalitarianism with the spirit of free in
quiry, Weinberger cited Socrates as the best example of a 
man who embodied both. Socrates "said in The Apology that 
Athens was committing a grave injustice against him by 
condemning him to death. Defiantly, Socrates vowed never 
to cease from examining the grounds of the well-lived life .  
Yet, he always fought his city ' s  battles and was known for 
his great courage in her defense. He claimed that both his 
questioning of Athens and his willingness to defend his city 
stemmed from his love of knOWledge . Moreover, in The 
Crito, the sequel to The Apology, Socrates refused to leave 
Athens for another city, even to save his life. Where else 
could he go , he asked, where he would be as free to philo
sophize?" 

Athens is like America, concluded Weinberger, not per
fect, but free-"free to perfect its imperfections . " "As such, 
she won the allegiance of the man who was free to know, and 
knew best how to be free. "  
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EIR's Hashemi case at center stage: 
Carter's links to Iran anus exposed 
by Michele Steinberg 

The key to whether or not the ongoing probes into the Iran 
arms-running scandal actually clean out the rogue National 
Security Council operations , is the question of Cyrus Hash
emi . Hashemi, the Iranian gun-runner who died suddenly 
and mysteriously in London in July 1986, after being identi
fied as an undercover agent for the U . S .  Customs Service , 
functioned for the Jimmy Carter administration in 1980, as 
the "back channel" to Ayatollah Khomeini, and emerged 
once again in 1985 as a middleman for the IsraelilNSC op
erations to supply Khomeini' s forces with arms for their war 
against Iraq . 

Congressional committees have been slow in taking up 
the issue of Hashemi and the Carter administration's viola
tion of its own 1980 arms embargo to Iran. To do so would 
mean challenging the entire policy edifice of the "Islamic 
fundamentalism card," concocted by former Trilateral Com
mission directors Henry Kissinger and Zbigniew Brzezinski . 
It would also mean breaking the control that these networks 
continue to try to assert over U . S .  foreign policy. 

But on Jan . 1 8 ,  an explosive story in the Baltimore Sun 
accurately described the Hashemi saga, and named some of 
the responsibles in the Carter Trilateral Commission admin
istration who dealt with the worst terrorist elements in the 
Khomeini regime in an attempt to get American hostages 
freed in Teheran in 1 980-in time for the November 1980 
presidential election. 

Among the Carterites who dealt with Khomeini 's  emis
sary Hashemi , were White House counsel Lloyd Cutler, a 
member of the Trilateral Commission, who confirmed to 
James Traub, the author of the Baltimore Sun article, that he 
held meetings in 1980 with Hashemi . According to Traub, 
Hashemi " ' seemed to be an interesting guy with a lot of 
contacts , '  Mr. Cutler recalls , but says nothing came out of 
the meeting . " 

But other evidence on the public record and available to 
EIR shows that Cutler-who was present at some of the 
Hashemi meetings along with fellow Trilateral Harold Saun
ders , then assistant secretary of state for Near East affairs, 
and Roberts Owen, then counsel to the State Department
is covering up the truth . 

Two separate memoranda have been made available to 
Lawrence Walsh, the White House-appointed independent 
counsel investigating criminal activities in the 1985-86 arms 
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shipments to Iran through Israel and to the Nicaraguan Con
tras , that shl , the scope of Hashemi's  illicit career: 

On Jan . 4, EIR legal editor Edward Spannaus delivered 
an investigative memorandum to Walsh providing "evidence 
that officials of the Federal Bureau of Investigation and De
partment of Justic� obstructed justice with respect to arms 
shipments to Iran and other crimes against the United States , 
with special reference to the cases of Cyrus Hashemi and 
John Stanley Pottinger. "  That memorandum, detailed below, 
includes copies of U . S .  government documents which prove 
that the government had knowledge, in early July 1980, that 
Hashemi, then an official representative of Khomeini, was 
channeling money through, the First Gulf Bank & Trust, to 
Khomeini terrorists who had targeted Khomeini' s opponents 
in the United States for assassination. Within weeks of the 
date of those government documents, Dr. Ali Akbar Taba
tabai , an anti-Khomeini Iranian leader, was gunned down at 
his home. 

In another memorandum, filed in U . S .  Federal District 
Court in New York on Dec. 30, 1986, Paul R. Grand, defense 
attorney for Samuel Evans (who is charged with illegal arms 
sales to Iran) , filed a 34-page memorandum which alleged 
that Hashemi, who was a witness against Evans, was in fact 
negotiating arms sales to Iran as part of an official U.S .  
"covert operation. "  

The memorandum shows that in June 1985 , Hashemi 
brought together Saudi Arabian arms dealers Adnan Khash
oggi and Manucher Ghorbanifar, the Iranian middleman be
tween U . S .  emissary Robert McFarlane, Israeli officials, and 
Iran, for the initial discussions of the arms supply to Iran. 
Hashemi was later present, according to Grand's affidavit, at 
a July 1985 meeting between Israeli Prime Minister Shimon 
Peres and Khashoggi,  where further plans were made for 
shipping U . S .  arms through Israel . 

Grand, in representing defendant Evans , maintains that 
Hashemi, who was the U . S .  Customs Service's main inform
ant in a "sting," had carried out arms sales to Iran for the 
CIA, and with the full knowledge of the FBI since at least 
late 1980. Grand is further alleging that his client Evans had 
been informed that the United States had secretly adopted the 
policy of arming Iran, and assumed he was part of the sanc
tioned operation. 

According to another affidavit filed by Grand on Sept. 

EIR January 30, 1987 



16,  1986, Hashemi approached the Carter administration as 
a broker to free the American hostages .  Hashemi 's  offer was 
taken seriously, according to Grand, for two reasons: because 
Hashemi was a cousin of Iranian Speaker of the Parliament 
Hashemi-Rafsanjani (the same alleged "moderate" who ben
efited frOPl the American/Israeli arms deliveries in 1 985 and 
1986); and because the offer was made to the Carter admin
istration by J. Stanley Pottinger, a former U .  S .  assistant 
attorney general . 

Grand also asserts that from no later than November 
1980, the FBI's foreign intelligence section had videotapes 
and audiotapes of Hashemi and other business associates 
negotiating illegal arms deliveries to Iran, at the same time 
that he was "brokering" release of American hostages to help 
Jimmy Carter's  election campaign . 

As the public record shows , there was never any prose
cution of Hashemi for these illegal deals until 1 984, despite 
an investigation which began in 1980, and was the subject of 
intense interagency factional warfare from the start. And 
when the Justice Department finally did indict Hashemi and 
his two brothers , along with other associates, the FBI con
veniently "lost" audiotapes of conversations involving Hash
emi's attorney J. Stanley Pottinger in the arms deals . Pottin
ger was never indicted . 

Hashemi's connections 
Former intelligence officials confirmed in 1980 to EIR 

that Hashemi was a "protected asset" working for then Na
tional Security Adviser Zbigniew Brzezinski and the Carter 
administration, to deliver arms to Iran and funds to Khomeini 
networks in the United States . That arrangement for Hash
emi's  arms deals continued, according to affidavits filed by 
attorney Grand, into the Reagan administration, when Alex
ander Haig was secretary of state . 

According to intelligence sources , one of Hashemi's  key 
connections to the international arms market and to the Tri
lateral networks was through the conspiratorial Order of the 
Knights of Malta. According to the Baltimore Sun article , 
"There is evidence from Hashemi's  extensive and unusual 
court record that his connection with the U . S .  government 
goes back even earlier [than the 1980 meetings with Cutler, 
Saunders , Owen, and Sick] . . . .  In 1978 , Hashemi was 
detained at Charles de Gaulle Airport in Paris when he tried 
to use a document issued by the Order of the Knights of Malta 
as a diplomatic passport. He was also found to be carrying 
stolen Air France tickets . Charges were never pressed be
cause , according to an associate, Hashemi said , and was 
apparently able to prove, that he was carrying out work for 
an unspecified law-enforcement agency . "  

In 1978 and 1979, the Sun article continues , Hashemi 
was being sued by Banque du Liban and Barclays Bank for 
stock fraud. The case was settled out of court, after Hash
emi's  lawyer submitted certain documents , whose nature was 
never publicly disclosed. In 198 1 ,  Merrill Lynch loaned 
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Hashemi more than $400,000, collateralized by Hashemi's  
worthless companies .  While Merrill Lynch sued in  an at
tempt to recover the funds , informed sources told EIR that 
the Merrill Lynch loans were part of a covert operation . 

Trilateral infiltration 
The Baltimore Sun ' s revelations about Hashemi's  1980 

meetings with Roberts Owen, Harold Saunders , and Lloyd 
Cutler close the circle on the uninterrupted string of illegal 
arms deliveries to Iran , from the Carter administration to the 
present Iran/Contra scandal . 

According to documents received late in 1986 by EIR, 

Harold Saunders , the former assistant secretary of state for 
Near East affairs in the Carter administration, received re
ports of meetings between Carter officials and Ibrahim Yaz
di

' 
an Iranian official who was attempting to broker back

channel deals between Khomeini and the U . S .  government. 
Saunders claims that such meetings were totally justified, 
and he told a reporter that questioning the meetings reflects a 
lack of understanding of the "fabric and context" of the Carter 
administration's  Iran crisis . Saunders also confirmed that he 
was present at meetings where Gary Sick, a member of Carter 
and Brzezinski ' s  National Security Council , discussed deals 
with so-called Iranian moderates in the Khomeini regime. 

According to public disclosures since the breaking of the 
present Iran scandal in November 1986, the same "scam" of 
Iranian "moderates ,"  involving the same players , was again 
adopted by the U . S .  government. One report published in 
December discloses that Yazdi became one of the channels 
for the arms negotiations being carried out by former National 
Security Adviser Robert McFarlane , after doubts arose over 
Ghorbanifar's ability to deliver freedom for the American 
hostages in Lebanon . It has also been established that Hash
emi was present. on more than one occasion, at meetings 
with U . S .  officials associated with NSC Lt . Col . Oliver 
North 's  special operation, and Manucher Ghorbanifar, the 
Iranian/Israeli asset who promised the release of U . S .  hos
tages in Lebanon in return for arms to Iran. 

In an interview conducted after the Baltimore Sun reve
lations appeared, Saunders continued to defend the meetings 
with Hashemi . Asked about the CIA documents that showed 
that Hashemi was funneling money to terrorists in the United 
States, Saunders angrily retorted, "There are all sorts of re
ports in CIA documents . That 's  not credible . . . .  You can
not trust documents like that . "  

Saunders denies that he now holds a part-time position 
consulting for the NSC .  But he continues to deal with the 
Iran question , and to push the "Islamic card" through his 
positions in the Trilateral Commission and the Dartmouth 
Conference . Over the last year, Saunders has sat on the Dart
mouth Conference's Task Force on Conflict Resolution, where 
he discusses reaching a "superpower agreement" to resolve 
the Iran-Iraq war with Soviet think tankers and foreign min
istry officials . 
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Editor seeks release 
of Hashemi files 
A Freedom of Information Act suit brought by EIR Law 
Editor Edward Spannaus , now before the U.  S .  Fourth Circuit 
Court of Appeals in Richmond, Virginia, is attempting to 
obtain the release of long disputed files on Cyrus Hashemi . 
Since 1 980 , when EIR published a series of articles identi
fying Hashemi as a secret operative of the Khomeirllregime 
responsible for money-laundering, blockade-running of\arms, 
and financing of terrorists . the fight over these documents has 
raged. 

In 1 983.  when Hashemi was suing EIR for libel , the U .S .  
government refused to release documents to EIR's  defense 
team. claiming the Hashemi records were protected as "state 
secrets . " Hashemi 's  suit ended in EI R' s favor when Hashemi 
refused to appear for deposition. and refused to tum over 
business records in discovery . 

In December 1986, Justice Department attorney John 
Schnitger again tried to suppress the release of the docu
ments , which Spannaus' s  suit alleges will show long-term 
Justice Department knowledge of the illegal arms shipments 
to Iran. Schnitger claimed that the documents are "law en
forcement records ,"  whose release "would interfere with an 
ongoing investigation ."  Spannaus' s attorney, Bernard Fen
sterwald III , argued that since Hashemi is deceased, the files 
cannot relate to impending prosecution. 

Spannaus ' s  experience with the Hashemi litigation and 
access to other files released under the FOIA make him one 
of the acknowledged world experts on aspects of covert op
erations involving arms traffic to Khomeini . 

On Jan . 4, 1985 , a memorandum by Spannaus was deliv
ered to independent counsel Lawrence Walsh; copies have 
also been forwarded to the relevant congressional commit
tees . Excerpts of that memorandum, titled "Evidence that 
officials of the FBI and Department of Justice obstructed 
justice with respect to arms shipment to Iran and other crimes 
against the United States . with special reference to the cases 
of Cyrus Hashemi and John Stanley Pottinger," appear be
low: 

"Presented herewith is evidence and suggested leads for 
obtaining additional evidence which will show that officials 
of the U. S. Department of Justice and FBI had knowledge of 
violations of the arms embargo against Iran , violations of the 
Munitions Control Act, and other crimes against the United 
States . The evidence will show that these officials obstructed 
and impeded the due administration of justice by failing to 
prosecute crimes against the United States, and, in one in
stance. by "losing" Of destroying tape-recorded evidence es
sential to such a prosecution. 
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"8 . Cyrus Hashemi . . . was a central figure in U. S . -Iran 
arms trafficking until his death in July 1986 . . . . However, 
he was not indicted until 1984, and he was never prosecuted 
after being indicted. He died in London last July under cir
cumstances called 'mysterious' by one of his attorneys. The 
crucial , unanswered question is: Why did it take the Depart
ment of Justice until 1 984 to indict Cyrus Hashemi, when the 
evidence upon which the indictment was based was obtained 
in 1980-8 1 ?  

"9 . The May 1984 indictment of Hashemi was based upon 
overt acts committed by Hashemi and others during the pe
riod October 1 980 to October 1 98 1 ,  and upon actual ship
ments and attempted shipments of prohibited war materiel 
and parts to Iran during this period. The indictment is further 
based upon conversations overheard among Cyrus Hashemi , 
his brother Reza Hashemi, and John Stanley Pottinger from 
October 1980 to January 198 1 . . . .  

" I I .  On information and belief, the FBI raided the offices 
of Cyrus Hashemi' s  First Gulf Bank & Trust Co . ,  at 9 West 
57th Street, New York, New York, in November 198 1 ,  seiz
ing evidence of unlawful arms shipments . 

" 1 2 .  During 1 982,  a federal grand jury in the Southern 
District of New York was investigating illegal arms ship
ments to Iran by Cyrus Hashemi, a number of his 'front' 
companies ,  and also by Israeli citizens . . . . 

" 1 3 .  During early 1983 , the Department of Justice and 
the FBI claimed that information concerning Cyrus Hashemi 
was classified for national security reasons,  and was subject 
to the ' state secrets ' privilege. This assertion was made in 
response to subpoenas issued by attorneys for the defendants 
in Hashemi v. Campaigner Publications, et al. The subpoen
as were issued to five U . S .  government agencies , and sought 
documents concerning illegal activities of Cyrus Hashemi 
and Bahram Nahidian. In the Justice Dept. response, not only 
were the responsive documents classified, but even the affi
davits of FBI Assistant Director Oliver B .  Revell and the 
Attorney General were classified ' secret. ' . . .  It is respect
fully suggested that, were Independent Counsel to seek ac
cess to the classified affidavits and subject documents , that 
this would shed a great deal ·of light on questions of 'who 
knew what' and 'when did they know it. ' . . . 

"26. According to recent press reports, Hashemi was a 
partner in a joint venture with Adnan Khashoggi , and with 
New York businessman Roy Furmark, to ship arms to Iran 
during 1 985 . . . . 

"29 . Although most of the recent public discussion has 
portrayed the secret 1 985-86 arms deal as something unique, 
it should be clear from the foregoing that arms trafficking 
from the U . S .  to Iran, often via Israel, has been carried out 
since 1 979-80. It should furthermore be clear that many U . S .  
government officials , including some in the FBI ,  the Crimi
nal Division of the Department of Justice, and the Central 
Intelligence Agency, have had knowledge of these transac
tions ."  
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Court orders LaRouche associates 
released from prison on bail 
"A textbook example of a prosecutor misusing his power," 
adopting the procedures of the Soviet legal system-that' s  
how the National Law Journal and a U . S .  Court of  Appeals 
described earlier political trials conducted by former U. S .  
Attorney from Massachusetts William Weld. Three weeks 
into the new year, Weld's political witchhunt against Lyndon 
LaRouche and his associates has added a new chapter to 
Weld's "KGB textbook," but without the ending that the 
newly promoted assistant attorney general had anticipated . 
When five EIR journalists were ordered released on bond, 
following a Dec. 3 1  ruling by federal magistrate Robert Coll
ings, Weld, now the number-three man at the Reagan Justice 
Department, in charge of the Criminal Division , suffered a 
stinging defeat in his "Get LaRouche" strategy . 

The government had been doing its best to bulldoze 
through a "guilty" verdict in advance of trial , against 5 or
ganizations and 1 3  persons who were finally indicted last 
year, two years after Weld went on NBC television in Boston 
to announce that he had empaneled a grand jury to investigate 
LaRouche's 1984 presidential campaign . 

Weld's  charges of "credit card fraud" against the cam
paign were farcical; through three presidential elections , 
LaRouche's  political supporters have run the cleanest cam
paigns on record. But by keeping EIR editors Michele and 
Jeffrey Steinberg, Paul Goldstein, Robert Greenberg, and 
Edward Spannaus, in jail without bond, charged with "con
spiracy to obstruct justice," the government wanted to estab
lish an "aura of criminality" that would obviate having to 
prove any of part of its case at trial . 

The Steinbergs had been jailed immediately upon their 
arrest during the FBI's nationally televised 400-man param
ilitary raid Oct. 6 on the offices of LaRouche associates in 
the quiet country town of Leesburg, Virginia, 40 miles out
side Washington, D.C.  Paul Goldstein, who was out of the 
country on assignment when the raid was carried out, was 
arrested and jailed, also without bond, when he voluntarily 
returned a month later on Nov. 5 .  On Dec . 16 ,  the Boston 
grand jury, reportedly under pressure from Weld himself, 
handed down a superseding indictment adding Spannaus and 
Greenberg, who were also arrested and immediately jailed . 
Press accounts of the arrests emphasized that Ed Spannaus is 
treasurer of LaRouche's  1 984 and 1988 campaign commit
tees .  
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Meanwhile , a new media campaign of leaks and lies was 
orchestrated beginning Dec . 4, when NBC News began an 
international barrage, apparently based on leaks from the FBI 
and Justice Department , to the effect that notebooks seized 
in the Leesburg raid had been shipped to Sweden , so that 
Swedish police could investigate alleged new links between 
LaRouche and the Feb . 28 , 1 986 assassination of Swedish 
Prime Minister Olof Palme . Even as Swedish authoritIes 
were dismissing the "LaRouche angle" as a long-discredited 
hoax, the NBC account was trumpeted on the front page of 
Izvestia and in Pravda , 

None of the EIR defendants had a previous criminal re
cord, nor did the government even attempt to argue that they 
would not appear in Boston for trial-the standard tests ap
plied in a bail hearing . The jailings took place under a 1 984 
pretrial detention law passed by Congress to prevent drug 
traffickers and other crime figures from continuing to ply 
their illegal trade trade while out on bail . But the government , 
in the person of Assistant U . S .  Attorney John Markham, 
argued that LaRouche ' s  associates should be jailed for up to 
six months or more before trial , on the ground that "obstruc 
tion of justice is their way of life . "  In addition , according to 
unnamed law enforcement sources cited in the Washington 
Post, Weld & Co .  were hoping to "tum" one or more of those 
arrested into a government witness agamst the others , by 
subjecting them to imprisonment .  Meanwhile , in the same 
courtrooms where the LaRouche defendants were arraIgned 
and denied bail , federal magistrates routinely released drug 
offenders on bail . 

In holding the Steinbergs and Goldstein , on a ruling by 
Virginia magistrate W. Harris Grimsley handed down on 
Oct. 9 ,  the government relied solely on the testimony of FBI 
agent Richard Egan , who perjured himself repeatedly during 
the Steinbergs ' bail hearing , and on Egan's  hearsay testimo
ny respecting the assertions of Roy Frankhouser and Forrest 
Lee Fick, hired security consultants who had represented 
themselves to the defendants as CIA contract agents . The 
government argued that because Frankhouser had purport
edly written a document advising the Steinbergs not to co
operate with the Weld investigation, to bum documents , and 
to spirit witnesses out of the country , this should be accepted 
as prima facie evidence of a conspIracy to obstruct justice by 
the Steinbergs and others . The absurdity of thIS argument 
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was underlined when the magistrate at a Philadelphia bond 
hearing for defendant Frankhouser, released the reputed au
thor of the "conspiracy document" on his own recognizance. 

But it was not until the government was forced into a new 
detention hearing , with the arrest of Spannaus and Green
berg, that the truth began to come out. Egan was proven to 
be a perjuror, who had lied his way through the Steinbergs' 
detention hearing in early October. 

The "evidence" of the Steinbergs' alleged obstruction of 
justice relied upon most heavily by Alexandria, Va. Magis
trate Grimsley, who originally ordered their incarceration, 
was Egan's  testimony that no documents had been produced 
for the Boston grand jury in response to subpoenas and court 
orders . In the Alexandria hearing, the prosecution had called 
Jeffrey and Michele Steinberg the "masterminds" of a con
spiracy to obstruct justice by withholding documents from 
the grand jury. 

At the Alexandria hearing , Egan's testimony was une
quivocal . He testified, under oath, that absolutely no docu
ments were produced by the "LaRouche organizations" in 
response to the subpoenas, court orders , or even after $2 1 
million in fines for contempt of court had been sought by the 
government. For example: 

Q: Have any of the records been produced? 
A: No. 
Q: That $21 million has not produced one record, has it? 
A: No. 
Q: Not one compliance with the court order, has it? 
A: No. 
In ordering the jailing of the Steinbergs, Magistrate 

Grimsley stated: "I don't know of any better justification a 
court could have for holding a person without bond of itself 
than to prove they are engaged in an attempt to obstruct an 
ongoing grand jury investigation."  

Egan's 'mistake' 
During the Dec . 18- 19  detention hearing for Spannaus 

and Greenberg, Egan was confronted with grand jury minutes 
and evidence which showed that, in fact, hundreds of thou
sands of documents had been produced to the Boston grand 
jury. At that point, the prosecutor Markham jumped up to 
say that the government would stipulate that "a wealth of 
material" had been produced by the defendants to the grand 
jury, and that they "produced a lot of records ."  Egan then 
testified that in fact "boxes and boxes and cartons and car
tons" had been turned over to the grand jury . 

When pressed on the matter of his previous testimony, 
Egan shamefacedly conceded that "I was wrong. I was mis
taken."  Because of Egan's  "mistake," Jeffrey and Michele 
Steinberg spent three months in jail , and Paul Goldstein spent 
two months in jail . 

Weld himself made the same perjurous "error" during his 
confirmation hearings in front of the Senate Judiciary Com
mittee last August. There, in an effort to refute charges that 
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he had carried out a politically inspired vendetta against 
LaRouche, Weld tried to justify his conduct by arguing that 
"no documents" had been produced for the grand jury by the 
"LaRouche organizations ."  Weld's  "mistake" was no mis
take; numerous sources have confirmed that Weld is taking 
the LaRouche case "very personally ," and that he is still 
pushing for an indictment of LaRouche himself, despite the 
fact that there is no evidence to back it up. Justice Department 
sources cited in the Washington Post shortly after the Oct. 6 
FBI raid on LaRouche offices said that Weld had "thrown a 
hand grenade" into the Department of Justice to demand 
action against LaRouche. 

It was not until New Year's Eve, nearly two weeks after 
the hearing at which Egan was discredited, that Spannaus 
and Greenberg were released on $25 ,000 bond each, when 
Magistrate Collings handed down his decision. It took 10 
more days, until Jan. 9 ,  before the Steinbergs and Goldstein 
were released on bond as well . 

Weld covers up for 
Colombian drug cartel 
Last August, EIR warned that if the nomination of William 
Weld as assistant attorney general were confirmed by the 
U . S .  Senate , the Reagan administration's  War on Drugs 
would be turned to dust. We documented that Weld, 
through his family ties and his own actions , is part of the 
international multibillion-dollar dope racket. 

But Weld was confitmed anyway as director of the 
Justice Department' s  Criminal Division, and now evi
dence has surfaced that he may have suppressed vital 
intelligence relating to the Nicaraguan Contras ' involve
ment in illegal narcotics trafficking. Weld apparently sat 
on information supplied to him by Sen. John Kerry (D
Mass. ) ,  which implicates Southern Air Transport (SAT) , 
the airline which ferried weapons to the Contras, in run
ning drugs for the MedelHn cartel , the Colombian cocaine 
mafia which supplies 80% of the cocaine flowing into the 
United States . 

The CIA-linked SAT is the airline that flew secret 
shipments of U . S .  arms to the Khomeini regime, and that 
owned the plane, piloted by Eugene Hasenfus , which was 
shot down over Nicaragua last fall carrying guns to the 
Contras . Immediately thereafter, the FBI halted an inquiry 
into the airline's  Contra links , on orders from Weld's  
crony, Associate Attorney General Stephen Trott . 

Weld's  involvement in the coverup was chronicled in 
the Jan. 20 Washington Post, which reported that Irangate 
special counsel Lawrence Walsh had received a report, 
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Government tries again 
Nor has the Boston ruling put a stop to the use of "KGB 

legal methods" against LaRouche's  supporters . On Jan. 16 ,  
Michael Billington, previously indicted in  the Boston case , 
was arrested on the authority of an extradition warrant issued 
by Virginia Gov . Gerald Baliles . The warrant was issued on 
the basis of an outstanding arrest warrant for alleged securi
ties fraud from the state of Missouri , a warrant on which 
Billington was rousted out of bed and arrested at midnight 
last October. Billington has never been in the state of Miss-
80uri in his life !  

Circuit Judge Carleton Penn denied Billington' s  appli
cation for bail , claiming that Virginia courts have no juris
diction over extradition warrants issued by the governor. 
Billington had already posted a $20,000 bond, following his 
initial arrest in October. 

The timing of the arrest was apparently precalculated to 
maximize Billington's  stay in jail . Billington plans to fight 

"allegedly given short shrift at the Justice Department," 
of a connection between SAT and the Colombian drug 
mafia. The Post reported that Senator Kerry, a member of 
the Senate Foreign Relations Committee, met with Weld 
on Sept. 26 to discuss the case of an informant with eye
witness knowledge of SAT's  complicity in drug-running . 
The witness told the FBI last summer that he had seen a 
cargo plane with Southern Air markings being used for a 
guns-for-<irug transfer at an airfield in Colombia, in 1 983 .  
Jorge Ochoa, one of the five leaders of  the MedelHn cartel , 
supervised the operation, according to the witness . . 

According to the Post account, the witness first vol
unteered the information to the FBI in July , but was ig
nored. The situation came to the attention of Senator Ker- . 
ry, who had been working since January 1986 on a probe ' 
of Contra involvement in illegal activities including drug
running. Kerry set up a meeting with Weld to discuss what 
evidence the witness might provide if given federal pro
tection. 

Kerry followed up with a formal proffer Oct. 7 ,  said 
the Post, but, according to a letter he wrote later that 
month, he was told, "the Justice Department considers the 
information provided to date insufficiently detailed. "  

Weld' s  view o f  the witness ' reliablility and the quality 
of his intelligence differs sharply from Kerry's ,  who, ac
cording to the Post, had told his staff that "the informant 
has given us significant information regarding connec
tions between narcotics trafficking and foreign govern
ments, corruption involving past and present U. S .  govern
ment officials in connection with narcotics trafficking, and 
an eyewitness account of weapons and narcotics traffick-

.
. ing involving Southern Air Transport." 
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extradition to Missouri , and a hearing has been set for Feb. 
5. Under present court rulings , he must remain in jail until 
that date . 

According to Virginia Attorney General Mary Sue Terry, 
Governor Baliles personally approved the 4OO-man Leesburg 
raid of last October; Virginia authorities are now visibly 
nervous about their role in the case . On Jan . 22, in the Circuit 
Court of Loudoun County , Judge Ernest Ballou refused to go 
through with an evidentiary hearing , previously ordered by 
Judge Penn, on a motion by the attorney representing EIR 
and other firms to vacate the state search warrant for the raid. 
Attorney John Flannery came to court with documents and 
witnesses prepared to prove that the search warrant was in
valid and the search a sham, because , among other things ,  
the "crime" the state claimed to be investigating, issuing 
notes for borrowed money without registering them as "se
curities," was a practice carried on by Governor Baliles him
self in his 1 986 campaign ! 

Weld' s  attitude toward the witness raises grave ques
tions as to that individual ' s  physical safety , especially in 
light of the fate of Barry Seal , another Southern Air Trans
port-connected operative who served as a pilot for the 
Ochoa family . Seal became an informant for the Drug 
Enforcement Administration in 1 984 , and provided infor
mation on the Medellin cartel which led to a series of 
indictments against its leaders . Seal was put into a work
release program in the United States , and was murdered 
in Baton Rouge in February 1 986, reportedly on orders 
from the drug cartel . 

This won't be the first time that Weld has been caught 
running interference for dope dealers . Two years ago, 
Weld's  handling of the Bank of Boston money-laundering 
case drew sharp criticism from various quarters . The bank 
had laundered $ 1  billion in hot money through its ac
counts , in combination with Swiss banks (like Credit 
Suisse, in which the Weld family held an interest) . Instead 
of prosecuting the bank officers for failing to comply with 
federal reporting requirements , Weld , then the U . S .  At
torney in Boston , made a deal which resulted in a piddling 
$500,000 fine , and no prosecution of the bank's  officials . 

Weld may not find it so easy to wriggle out of his 
current predicament . The Senate Foreign Relations Com
mittee has reopened its inquiry into Contra drug-running , 
and set up a special subcommittee , headed by Sen. Ed
ward Zorinsky (D-Nebr . ) ,  to focus on the issue . Congres
sional sources say Weld may be called to testify on why 
he squelched the evidence provided by Kerry. Moroever, 
independent counsel Lawrence Walsh not only has the 
information, but also the mandate , to bring Weld to Jus
tice . 
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What do the Russians think of 
Execu tive In telligence Review? 

• Only EIR, among Western print-media, stated before 
and during the Reykjavik meeting that the Strategic 
Defense In itiative was the only issue at stake for the 
Russians. The dramatic ending of the pre-summit proved 
us right-and the l iberal media wrong. 

• EIR founder Lyndon LaRouche fi rst publ icly pre
sented the "beam-weapons defense" program now 
known as the StrategiC Defense Initiative in Washing
ton ,  at an EIR-sponsored conference in Washington in 
February 1982. 

• In March 1 983, President Reagan gave his historic 
speech announcing the new strategiC doctrine based 
on defensive weapons that could make nuclear missi les 
"impotent and obsolete, "  EIR was the only general
circulation weekly to define this as the key to reviving 
the Western ideal of technological optimism . 

• EIR has waged a four-year campaign to educate the 
public on SOl and bui ld up popular support-while the 
Wal l  Street crowd around President Reagan kept the 
administration from doing any mass organizing for it. 

EIR is in the center of 
the cultural battle 
between the West 
and the Russian Em
pire. If you're not a 
subscriber, you don't 
know what's going 
on in the world. 
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• EIR issued a Special Report in 1 983 on how beam
weapons technologies would transform the civi l ian 
economy and start a real worldwide recovery. Since 
1 983, E I R  brought together pol itical and industrial lead
ers in Paris ,  Rome, Stockholm ,  Tokyo, Bonn,  and else
where in major conferences on the SOL The Russians 
cal led these meetings "gatherings of cavemen" in their 
press ! 

• EIR's founder Lyndon LaRouche in spring 1 984 pro
posed guidel ines for U.S.  Soviet negotiations to develop 
the SOl in  parallel and deploy it jOintly. In  1 986, this 
approach was fully adopted by President Ronald Rea
gan . 

r - - - - - - - - - - - - - - - - - - - - - - - - - -

I would like t o  subscribe to 
Executive Intelligence Review for 

0 1  year. $396 0 6  mOllth •• $225 0 3  mOllth •• $125 
(For foreign rates, see inside back cover) 

I enclose $ check or money order 

Name ____________________________ _ 

Compmy __________________________ _ 

Phone ( 

Admess __________________________ __ 
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State _____________________ Zip ___ _ 

Make checks payable to EIR News Service Inc .. P.O. 
Box 17390, Washington, D.C. 20041 -0090. 
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Eye on Washington by Nicholas F. Benton 

Pat Buchanan's 
desperation move 
Fire-breathing Pat Buchanan of the 
Republican Party right wing caught 
everyone by surprise by putting a halt 
to growing speculation about his run
ning for President. ABC's Sam Don
aldson dared Buchanan to run at White 
House press briefings nearly every day. 
Buchanan issued a statement, saying 
that "it would be a Pickett' s  Charge of 
the American Right" if he became a 
candidate. 

Buchanan's action came on the eve 
of a three-day gathering of the Repub
lican National Committee . The Re
publicans are staring at an upcoming 
presidential race that looks gloomier 
for them than the disarray on the Dem
ocratic side. 

Buchanan's early pull-out can only 
be seen as an effort to salvage a vir
tually hopeless situation for the GOP. 
He claimed he did it to avoid splitting 
party conservatives by taking support 
away from Rep. Jack Kemp. Kemp 
has only a 5% showing in the polls 
even though he's  made no secret of his 
intention to run since the time that there 
was nothing much to talk about at the 
Republican National Convention in 
Dallas two and a half years ago. 

The Republicans know that things 
are only going to get worse for Presi
dent Reagan. "Irangate" wouldn't be 
such a problem, voter-wise , if it wer
en't  for the economy. "Irangate" is 
simply giving the farmers and indus
trial workers who have been wiped out 
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by the Reagan "economic miracle" the 
last six years more vent for their frus
trations . 

Picture this :  The elf-like Beryl 
Sprinkel (the epitome of what Buch
anan has called the Don Regan "mice" 
or yes-men) came into the White House 
briefing room Jan. 2 1  to recite his lat
est litany about the Reagan recovery, 
and was unable to respond to a ques
tion from this reporter about the statis
tics showing that 60% of the jobs cre
ated in the U. S .  since 1 980 pay under 
$7 ,000 a year. "Oh, yes , I 've heard 
that statistic ," Sprinkel said . "But I 
haven't time to check it out ."  

Even in Sprinkel ' s  rosy projec
tions-which ignored the trade-war 
threat-was the admission that the 
economic picture is going to look 
worse in 1 987 . Only one day after 
Sprinkel bragged about the 1 . 1 .  % in
flation rate for 1986, the news came 
out that the official Gross National 
Product grew a "sluggish" 2.5%, much 
lower than expected, for the year. 
Sprinkel admitted that he projects a 
fourfold increase in the growth of the 
inflation rate in 1987 , based on oil 
prices going back up, and that big in
terdeterminate factor called "adjust
ment to the new tax laws . "  

The Republicans realize that they 
are looking at a situation in which, by 
1 988,  the Democrats could elect al
most anyone but Boy George . They 
are trying to close ranks . But Buch
anan's  was an act of supreme futility 
as things now stand. 

Mayors commiserate 
in deep freeze 
A heavy snowstorm hit Washington 
the day the National Conference of 
Mayors began, symbolic of the recep
tion they got from the federal budget
cutters here. The roster of mayors in 
attendance is dramatically down from 

recent years , as lean municipal budg
ets have made out-of-town travel a po
litical liability for any incumbent. 

Even the staunchest Republican 
mayors are unable to repress their pes
simism over the direction of adminis
tration economic policies . One ex
ample, lankey Mayor William Hudnut 
of Indianapolis , told me that after the 
war, 48% of Indiana's  workforce was 
working in industrial production; the 
total is now under 20% . He said the 
shutdown of two large plants-a Gen
eral Motors and an AT&T facility
in his city in recent months has dealt a 
heavy blow. 

Predictably , the chairman of the 
Arts , Culture , and Recreation work
shop at the mayors' conference was 
Houston' s  Kathy Whitmire , who is 
trying to sell her constituents on the 
idea that 20% unemployment and 67% 
vacancy rates in all those office build
ings and apartment houses that just 
lost their tax shelter status won't stop 
"growth"; not as long as the baseball 
team keeps winning, and legalized 
gambling down the road in Galveston 
is approved by the voters . 

Whitmire's  idea of "arts and cul
ture" was the "Rendez-Vous Hous
ton" light show and concert held in 
downtown Houston last year, in which 
light beams were bounced off down
town skyscrapers while heavy�meta1 
rock music was performed. Forget that 
Houston was once , only six years ago, 
the biggest export port in America,  
she implied. This is how we're going 
to "make it" from now on. 

Whitmire's  counterpart from San 
Francisco, Mayor Dianne Feinstein, 
had a much more serious panel to 
charr-on AIDS . But its focus was on 
programs for "education," rather than 
evaluating the species-threatening im
pact of the administration' s  proposed 
cutbacks in Medicaid funds, and lack 
of leadership to prevent the spread of 
this pandemic . 
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LaRouche to speed 
presidential campaign 
1988 Democratic presidential candidate 
Lyndon LaRouche Jan. 1 8  described Presi
dent Reagan as "digging himself deeper and 
deeper into the political mire. Under these 
conditions, it is urgent that I accelerate my 
own presidential campaigning. 

"If the President' s  State of the Union 
address echoes his recent weeks' pattern of 
statements on the economy and Iran policy," 
LaRouche said, "he will have committed 
himself almost irreversibly to a hopeless po
sition. It would be almost a miracle if we 
were not saying 'President George Bush' a 
few weeks or so down the line ."  

Nearly all of  President Reagan's blun
ders , LaRouche said, can be traced to the 
President's  stubborn commitment to a very 
bad economics ideology . "He simply does 
not grasp the fact, that the welfare of all of 
the constituencies ,  including the very poor, 
is more important than any economic ide
ology."  

LaRouche insists, that even if  Vice
President Bush takes over the White House, 
it is too late for any Republican presidential 
candidate to come close to winning in No
vember 1988. 

LaRouche says, that he is the only visi
ble candidate qualified for the tasks the new 
President will face in January 1989 . "The 
problem is a long-range policy-drift, which 
has continued under every President since 
Franklin Roosevelt. The problem lies in the 
policy-making structures which remain in 
place as new Presidents come and go. The 
next President will accomplish exactly zero," 
he said, "unless he can shake up and reor
ganize the policy-making structures as 
such . . . .  

"Some in the establishment, like me or 
not, are coming to realize that I may be the 
'lesser evil , '  the only visible candidate 
knowledgeable enough and tough enough, 
to tum this. country back to a healthy condi
tion."  They would prefer to elect some fig
urehead, he added, "to carry out my poli
cies. rather than permit me to come even 
near to the White House. They wonder, 
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whether a figurehead President could 'cut 
the mustard. '  Perhaps , some of them are 
thinking now, they have to stand out of my 
way, not because they like me, but because 
they have no other sensible choice. "  

May indict Israelis 
in Pollard case 
A fight is raging over whether to indict Is
raelis in the case of convicted Israeli spy 
Jonathan Jay Pollard. a former civilian em
ployee of U . S .  Naval Intelligence . Pollard, 
according to briefs submitted by U . S .  At
torney Joseph DeGenova, was working as a 
"false flag" agent, providing an Israeli intel
ligence unit with information only of use for 
barter to the Soviet Union. 

According to a U . S .-based Israeli source 
close to the investigation, the prosecutors 
are furious at the lies told by the Israelis 
concerning Pollard, and want to get the grand 
jury to hand down indictments against them 
as a result . 

There are massive countervailing pres
sures, the source stated, from those who are 
trying to protect the Ariel Sharon apparatus 
at all costs . The unit Pollard worked for was 
run by Sharon lieutenant "Dirty" Rafi Eytan. 
One reason for the intensity of the battle is 
that the main target for indictment is Eytan 
himself. 

Pentagon unit linked 
to NSC operations 
A Pentagon unit run by Noel Koch provided 
the pool of manpower that was drawn upon 
by the National Security Council for unau
thorized covert operations, according to an 
article in the Jan. 1 7  issue of The Nation . 
The article. written by freelance author Mark 
Perry, states that the unit, which was called 
Intelligence Support Activity (lSA) or sim
ply "The Activity ,"  was running unauthor
ized covert operations out of the Pentagon 
and the Joint Chiefs of Staff from 1 980-82, 

when JCS chairman Gen. George Vessey 
realized that it was out of control. 

Mter the unit was broken up, on Ves
sey's  orders ,  by Gen. William Odom, Perry 
states that many of its members became part 
of the independent, "privatized" bureauc
racy of the NSC. ISA was run under the 
direction of Koch, whose immediate supe
rior in the Pentagon was Assistant Secretary 
of Defense Richard Armitage . 

Koch is presently on the board of an 
Israeli security company , "Atlas ," which is 
made up of former members of Israel 's  elite 
security forces. Among its endeavors , Atlas 
advertises a $2 ,765 16-day visit to Israel 
called ''Tour 'n Secure,"  during which par
ticipants will "learn to utilize your personal 
belongings as weapons . . .  simulate unex
pected stress situations and come out with 
the upper hand. "  Koch also runs his own 
private security company, International Se
curity Management. 

Senators try to block 
early SDI deployment 
Senators J. Bennett Johnston (D-La.)  and 
William Proxmire (D-Wisc.)  have joined the 
Union of Concerned Scientists in a bid to 
prevent early deployment of the Strategic 
Defense Initiative . 

Johnston told a news conference Jan. 
20, "An early SOl deployment would not 
only be irresponsible, but dangerous for the 
nation. It would wreck any hope for mean
ingful arms control [and] open the door to 
an arms race in space ."  

Proxmire said that early SOl deploy
ment violates a 1985 law he wrote prohibit
ing any deployment of the SOl in whole or 
in part unless the president determines and 
certifies to Congress in writing that the sys
tem is "cost effective. "  He said the law also 
requires that financing for any SOl deploy
ment must be specifically authorized by leg
islation enacted after the date on which the 
President makes the certification to Con
gress . "I'm confident that the Congress will 
defeat any effort to deploy the SOl this year," 
Proxmire added. 

Also speaking was Kurt Gottfried, pur-
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portedly a professor of physics at Cornell 
University and definitely a board member of 
the Union of Concerned Scientists, who said 
early deployment of the SDI "would be in
credibly premature."  "The only purposes of 
such a move can be to kill arms control and 
ensure that the SDI program survives, 
whether or not scientific research warrants 
it," he said. "It will start an arms race if we 
go ahead. It will prevent any progress in 
arms control . "  

Abshire opposes 
Euro-troop withdrawal 
"Unilateral troop withdrawals by the United 
States would serve as a declaration . . . that 
NATO had become an alliance a la carte 
[and] would undermine NATO's  confidence 
and cohesion,"  David Abshire told Con
gress Jan. 20. Abshire, who will leave his 
post as U .S .  ambassador to NATO next 
month, responded to Zbigniew Brzezinski 
and other strategists who want to see the 
United States pull 100,000 troops out of Eu
rope. 

Were the United States to begin reduc
ing troop strength, Abshire argued, "each 
nation increasingly would pick and choose 
which responsibilities it would assume and 
which ones it would leave to others . "  He 
testified: "By the mid- l990s,  NATO could 
be vulnerable to Soviet attack before allied 
mobilization and reinforcement are fully ef
fective . . . .  Soviet capabilities could also 
force a pace of combat which NATO cannot 
match, thereby robbing NATO of many of 
the conventional options of its flexible re
sponse strategy and placing on NATO the 
burden of escalation to the nuclear level ."  

Abshire said several trends appeared es
pecially ominous, including Moscow's in
creasing ability to fuse its superior quantity 
of forces with technological gains and its 
growing naval power. 

Under conditions of a troop withdrawal, 
"our leverage as NATO's leader to develop 
a common resources strategy would deteri
orate, and structural disarmament would 
grow. Our military strategy would become 
a sort of bluff." 
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Meese claims war on 
drugs will go on 
Attorney General Edwin Meese said that the 
administration is still committed to its war 
on drugs-despite its decision to cut nearly 
$1 billion out of the federal budget for anti
drug law enforcement, prevention, and 
treatment. Meese defended the cuts before 
the Abraxas Foundation in Pittsburgh, Jan . 
IS .  Last year's higher funding had been used 
to cover one-time start-up costs , and repre
sented funds that were to be spent over a 
two-year period, he stated . 

"By distorting the budget figures and by 
either mistakenly or deliberately misrepre
senting the facts , [critics] are trying to give 
the impression that this administration is 
cutting back on the battle against narcotics," 
Meese said . "Nothing could be further from 
the truth ."  

Meese claimed that money spent on fed
eral law-enforcement efforts would increase 
by about $72 million in the new FY I 988 
budget. "We are proposing increases in the 
most vital areas ," he said . "We will be able 
to hire more investigators and more prose
cutors . And we will be able to build more 
prison cells for those ultimately convicted 
and sentenced."  

EI Paso cited 
as drug center 
EI Paso, Texas , after Miami and Los An
geles , is now the most important drug dis
tribution center in the United States, accord
ing to some conclusions drawn Jan . 1 6  at 
the meeting of Texas state anti-narcotics 
agencies held in that city . 

Sgt . Adalberto Aceves , head of the po
lice narcotics division, cited the quantity of 
drugs seized and the number of arrests in the 
city . 

From this , he inferred that big narcotics 
"czars" operate in Ciudad Juarez, Mexico 
and EI Paso in smuggling operations into the 
United States . 

Briefly 

• SEN. JESSE HELMS (N.C.) has 
become the minority chairman of the 
Senate Foreign Relations Commit
tee, beating out Richard Lugar (Ind.).  
A source at Helms 's office confirmed 
that he will attempt to use the post to 
influence the Irangate investigation. 
Helms's  aides first introduced repre
sentatives of Iranian drug trafficker 
Sadegh Tabatabai and Ayatollah 
Hashemi-Rafsanjani to National Se
curity Council representatives, and 
also assisted in contacts with so-called 
Iranian "moderates." 

• SEN. ROBERT DOLE (R-Kan.) 
wrote Jan.  1 8  that efforts to  force 
President Reagan to comply with the 
SALT II treaty could result in the 
United States handing the Russians a 
major arms-control victory. In an ar
ticle appearing in the Sunday New 
York Times, Dole said that the Sovi
ets "will keep building up by hook or 
by crook, if they can get away with 
it; they will stop when it' s  clear they 
can't .  It' s  that simple."  

• GARY HART told a gathering of 
New Hampshire State Democratic 
leaders Jan . 19  that he would person
ally go to court to prevent the Nuclear 
Regulatory Commission from issu
ing an operating license to New 
Hampshire's  completed Seabrook 
nuclear plant. 

• THE REAGAN administration 
and several congressmen proposed 
Jan . 2 1  to require pilots, flight crews, 
air traffic controllers , and railroad 
workers to take random drug tests . 
Sen. John Danforth and Reps . Clay 
Shaw and Bob Whittaker announced 
the introduction of their legislation at 
a news conference, reported the Jan. 
22 Washington Times. 

• THE RED CROSS announced 
Jan . 20 it was testing 12 ,000 units of 
donated blood for antibodies to 
HTL V -I, a retrovirus similar to AIDS, 
which causes a rare form of leukemia 
that is fatal in all cases . 
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Editorial 

America and Socrates 

Defense Secretary Caspar Weinberger, in a speech at 
the University of Colorado on Jan . 22, 1 987,  made 
numerous noteworthy remarks , among which: 

"If I were to search for a model of that man who 
best embodied the love of free inquiry and the love of 
free citizenship, it would be Socrates . He said in the 
Apology that Athens was committing a grave injustice 
against him by condemning him to death. Defiantly , 
Socrates vowed never to cease from examining the 
grounds of the well-lived life. Yet, he always fought 
his city' s  battles and was known for his great courage 
in her defense . He claimed that both his questioning of 
Athens and his willingness to defend his city stemmed 
from his love for knowledge . Moreover, in the Crito, 
the sequel to the Apology, Socrates refused to leave 
Athens for another city , even to save his life .  Where 
else could he go , he asked, where he would be as free 
to philosophize?" 

The defense secretary ' s  theme , in that speech , was 
''The Role of the University in the Defense of a Free 
Society . "  He argued that America' s academic com
munity will only serve its own interests in academic 
free inquiry , were that community to mobilize in behalf 
of America's  defense against the growing Soviet threat . 
In his speech, the secretary concluded with a historical 
assertion which has not been made in recent years , and 
which oUght to be asserted more often: 

"Like her modern descendant, America, Athens was 
not a perfect society . But,  also like America, Athens 
was a free society-a society that was free to perfect 
its imperfections . As such , she won the allegiance of 
the man who was free to know , and knew best how to 
be free . "  

This has not been Secretary Weinberger' s  first pub
lic allusion to the close cultural affinity he sees between 
classical Athenian civilization and modern America. 
This particular historical perspective makes him one of 
America's  more exceptional and rare civil servants , one 
might say on a par with a John Quincy Adams. Some 
months ago , Secretary Weinberger, in another policy-
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setting speech , echoing the historian Thucydides , as
serted that the modern military-political conflict be
tween the U . S . A .  and Russia, is, in principle , a contin
uation of the clash between the republican principles of 
classical Athens and the oligarchical principles of Spar
ta, typified today by Russia. 

Now that he has brought forward the question of 
Socrates-one of the central questions of Western civ
ilization , with whose defense Secretary Weinberger is 
charged-we feel obliged to make the following re
marks: The secretary was right in presenting the aca
demics of the University of Colorado with the paradox 
which ought properly to plague their lives: To be wor
thy of the academic title , you must be at least as ruthless 
in the search of unpopular truth as Socrates was . Once 
you are such fierce suitor of free inquiry into the truth , 
you shall be as eager to defend the liberties of America 
as Socrates was . 

In an age which has seen a great deal of academic 
disparagement of patriotism, and even greater, vacuous 
criticisms of the United States , Weinberger is right in 
suggesting that an academic ' s  interest in defending 
Western liberties is proportional to such an academic ' s  
intellectual ability to ruthlessly pursue the cause of truth 
in free inquiry . The Athenian Socrates is the model for 
this: His great passion for unpopular truth-and truth 
is always unpopUlar-was equaled only by his passion 
to uphold the laws and liberties of Athens .  

Secretary Weinberger i s  right when he views the 
U . S  . A .  as the direct descendant of the imperfect Athens 
of the fourth century . That republic fell when it decided 
upon and carried out the execution of Socrates.  Athens 
and its liberties fell when Socrates was executed . The 
city lost when it killed Socrates, but Socrates ,  his spirit, 
lived on and emigrated to America .  That Socratic spirit, 
Mr. Secretary , will always live on . We must rescue , 
not Socrates from receiving a death sentence , but the 
republic from passing and executing such sentence . 
Socrates survives both sentence and execution , but the 
republic does not live beyond the sentence it passes . 
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Now with 'Iran-gate ,' you can't afford 
t,o wait for the best intelligence EIR can 
provide--i��ediately. 

The economy is teetering at the brink, and even the larg
est American banks are shaking at their foundations .  So
viet-backed terrorists have launched a shooting war against 
the United S tates and its allies . In Washington , every
thing is up for grabs .  

We alert you to  the key developments to  watch closely, 
and transmit 10-20 concise and to-the-point bulletins 
twice a week, including periodic reviews of debt, terror
ism, and drugs . The "Alert" now puts special emphasis on 
economic developments . It reaches you by First Class 
mail twice a week (or more often, when the situation is hot) . 

For E urope and the M iddle East, the Confidential Alert 
Bulletin appears once a week in the form of a one-page 
telex message . 
Annual subscription : $3,500 In Europe :  D M  1 . 400, 
M ake checks payable to :  
EIR News Service P . o .  Box 1 7390, 
Washington , D . C .  20041-0390 
In E urope:  EIR Nachrichtenagentur Gmb H .  Postfach 2308, 

Dotzheimerslr. 166, D-6200 Wiesbaden ,  F. R. G .  

I would like to subscribe to 
Executive Intelligence Review for 
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I enclose $ _____ check or money order 

Please charge my 0 MasterCard 0 Visa 

Card No. Exp . date ____ _ 
Signature ____________ _ 
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P . O .  Box 1 7390, Washington , D . C .  2004 1 -
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