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From the Editor 

The evidence that something is drastically wrong with u.s. educa

tion assaults Americans at every turn. In this week's Special Report, 

we address three components of the crisis: 1) the liberal perversion of 
curricula, and why it is insufficient to simply go "back to basics"; 2) 
the misdirection of federal aid into "social-work" spheres rather than 
into the prerequisites for scientific excellence; and 3) the fallacy that 
school employees' salaries, not the sapping of the tax base through 

de-industrialization and crushing interest rates, have devastated local 

budgets. The report was prepared by Freyda Greenberg and Stephen 

Parsons under the direction of education authority Carol White, a 

long-time associate ofEIR founder Lyndon H. LaRouche, Jr. Further 

reports will examine the varieties of "computerized learning" foisted 
by the United Nations and the Club of Rome on U.S. classrooms. 

In our cover story on the Cancun North-South summit, you will 

find the leaders of Japan, India, Mexico, and others insisting that 
educational development of the moral and material skills of Third 

World popUlations is one essential vehicle for economic develop
ment-as is a reversal in the International Monetary Fund "equilib

rium economics" that has suffocated global growth since the end of 
World War II. If you wondered why the Anglo-American press 

pronounced the summit a failure, while neglecting to report the 

substance o( initiatives by Japan, Mexico, the Philippines, and others, 
our report from Canclln by correspondent Peter Ennis gives a sense of 

how the Socialist International defenders of the IMF, and their ally 

Margaret Thatcher, were deprived of the victories they had expected. 
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BIS circles look to the 
end of the dollar eta 
by David Goldman 

I n  conjunction with p lans for a European Defense Com
munity wh ich m ight effectively rep l ace the European 
branch of N ATO, European offic ia l s  are now e laborat
ing an expansion of the European Monetary System to 
the point of forming a European currency bloc sundered 
from the do l l ar. I n  the view of the Eu ropean Monetary 
Commission ,  long dominated by the views o f Tomm asso 
Padua-Sch ioppa, Prof. Robert Tr iffi n. and other Euro
peans who bel ieved that the postwar emergen ce of the 
dol lar standard was an unp leasant i n ter l ude i n  monetary 
history, a "complete break" with the do l la r  will occur 
d uring the next 12 m onths-although some European 
observers doubt the t imetable could move so quick l y .  

I n  fact, .the total i nstab i l ity of wor ld market condi
t ions makes some form of break l i ke ly, fo l lowing l ess a 
preconceived scheme of  the sort offered so often by the 
Bank of I ta ly, than the model of  the 1 930s breakdown of 
the world into competi ng protect ion i s t  b locs .  The chief 
economist of  the Ban k for I nterna t iona l  Sett lemen ts ,  
Alexandre Lamfal ussy, warned of  "a dete riora t ion  of the 
world in protection ism and other i nward- look ing  meas
ures" i f  the Un i ted States ma in ta ined i t s  presen t  d i sas
trous monetary co urse. But  Lainfal ussy, who addressed 
the 20th anniversary meet ing of  the At l antic In sti tute i n  
Brusse ls  Oct . 2 3 ,  on ly reiterated the th reat o f  an  econom
ic crisis comparable to  "the i n ter-war  period" tha t  was 
made earl ier in the June pub l ished annual  report of the 
Bank for I nternat ional  Sett lement�. and the s im i l a r  ut ter
ance of his superior ,  outgo ing Bank  for International 
Settlements President  Je l l e  Zij l stra ,  the former Governor 
of the Bank of Hol land.  

The specifi c  Issue under debate is  importan t ,  but 
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hardly defin ing ,  with respect to the problems i nvolved.  
The U . S. dol lar ,  as Lamfa lussy noted , h as r isen 25 per
cent and t hen fa l len cons iderably over the past year, 
mak ing worl d market condit ions impossibly unstable for 
the European economies ,  who have seen the p rice of their 

, oi l  and other raw materi a ls  imports skyrocket to the 
point of becoming a principal  cause of  the present Euro
pean recess ion.  Lam fa l ussy, as  sources at the Basel-based 
Bank for I n ternat iona l  Sett lements emphas ized, i s  after 
the head of Treasury U ndersecretary Beryl Spri nke l ,  the 
Mi lton Friedman clone who announced l ast M ay that 
the U nited States wou ld  take no act ion whatever to 
moderate the extreme fluctuations of the do l l ar on  for
eign markets, return ing in  effect to the "benign neglect" 
po l icy of the Carter admin ist rat ion . 

Immediately pr ior to West German Chance l lor  
Schmicjes M ay vis i t  to Washington ,  European finance 
m in isters agreed upon a p lan to l ink  the do l l ar ' s  value to 
the European C urrency U n it ,  thus  to the fixed-rate zone 
that Schm idt and Giscard had authored at the Bremen 
con ference of  European leaders i n  J u ly 197 8 .  Speci fica l ly ,  
Sch m idt i ntended the do l lar/Europe l ink as an  a id to the 
Wh ite House i n  br ing ing down i n terest rates; a move to 
obvi ate the $200 bi l l ion  or so i n  cred it demand associated 
with hedg i ng and specu lat ion against do l lar fluctuations 
would obvious ly remove considerable pressure from 
short-term interest rates .  I t  was  in  response to th is  ind i 
rect flank ing maneuver against  the Federal  Reserve's 
m onetary pol icy that Sprin ke l ,  the ideo logue par excel
l ence of Ch icago Schoo l  monetar ism , announced that 
the U n i ted States wou ld  do the precise oppos ite of  what 
Schmidt had in m ind .  

EIR November 1 0, 1 98 1  



The i ssue has  never merely been currency fluctua
tions ,  but rather the monetary pol icy respons ib le  for 
them as wel l .  S i nce May, however,  the departure from 
office of Sch midt ' s co l l aborator,  French Pres ident G is
card, the s i t uat ion has fundamental l y  a l tered . A Euro
pean l i n k  to the do l l ar on terms  amenable to the Whi te 
HOllse and European leaders is not i n  the cards. 

The outlook 
Between now and the first quarter of 1 982,  the 

fo l l ow ing  elements wil l  conspire to br ing the longstand
ing firht to the po int  of confrontat ion :  

I)  A fter r i s ing to OM 2 .56 i n  ear ly  A ugust ,  the 
dol lar has fal l en back to about OM 2.30, and i s  expected 
to fal l  agai n to OM 1 . 70 to OM 1 .90. Both former 
Carter adm i n i strat ion offici a l s  l i ke  C .  Fred Bergsten, 
now at the  Carnegie En dowment for �nternat ional  
Peace . and h i s  i deo logica l  enem ies at the Regan Treas
ury, inc luding Beryl Spri nke l , argue that the do l lar  m ust 
fal l  substan t i a l ly i n  order to improve A merican trade 
com petiti ven ess . 

2) The Un i ted States economy is p lunging i nto 
severe recess ion whi le  i n flat ion cont in ues to r ise (to 
a lmos t  15 percen t  p . a. in  September), and i nterest rates 
refu se to fa l l  substant ia l ly ,  both "indicat ions  that the 
debt bubble  generated by the Federal Reserve has taken 
on a life of i ts  own . The imp l i cat ion i s  widespread 
ban kruptcies throughout the sphere of do l lar  cred i t .  

3)  The unsustainab i l i ty of  the $ \00 b i l l ion current
acco un t  defic i t  of the developing nat ions ,  as character
ized by the Interi m Committee of the I nternationa l  
Monetary Fund in  i t s  Sept .  27 com munique. Despite 
the i MF's unpreceden ted warning that the cycle of o i l 
and debt-serv ice-rel ated deficits m ust come to an end ,  
no sllch thi ng is h appening; on  the contrary , I M F  
econom ists po i n t  out  that commercial banks are lying 
ferociously abo ut the volume of short-term loans they 
are stil l pu t t i ng  out to ro l l  over Th ird World debt. 

West German banks,  meanwh i le .  have a lready be
gun to d i sengage as far as they might from do l lar-based 
lend ing ,  and have fal len back-as Deutsche Bank 
Chairman W i l fr id G uth i n timated in  an Oct . 13 speech 
i n  Luxembo urg-upon i ncreased trade financing i n  
their o w n  currency, an unprecedented development 
during the postwar per iod .  

What the European Monetary Commiss ion's  "Third 
Force" advocates have brought to bear o n  this i s  the 
fo l l ow ing: The i mmediate objective, a lready endorsed 
by Deutsche Bank 's  G uth and other Germans,  i s  to 
bring the Br i t i sh  pound i n to the European Monetary 
System (EMS) . The Brit ish wou ld  then support the 
near-term erect ion of a European Monetary Fund,  as a 
credit- i n s t i tut ion  fo r European purposes-something  
very d i fferent from the origina l  Giscard-Schmi dt con
cept ion  of the European Monetary Fund as a vehicle 
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for long-term trade financ ing between Europe and its 
deve loping-sector trad ing partners. However, the Ger
mans are understandably caut ious about permitting the 
Brit ish to join the E MS,  having spent close to OM 1 5  
b i l l ion i n  support for the weak French franc i n  the 
course of the past year as a matter of  ful fi l l ing their 
obl igations  as mem bers of  a fixed-rate currency zone. 
Shou ld  they have to back up the chron ica l ly weak 
pound as well. the German currency , whose weakness 
d ur ing the first eight m onths  of  1 98 1  traced pr incipal ly 
to oversupply o f  marks on the market fol lowing curren
cy-support operat ions ,  would suffer .  

Therefore the European Mon 'etary Commission has 
won the West German centra l  bank ' s  approval for an 
extraord inary tradeo ff. I f  m ore German marks m ust 
enter the market through expanded German interven
tion operations  to support an  expanded EMS,  more 
cent ra l  banks ,  particu lar ly those i n  current-account 
surp l us ,  m ust be conv inced to hold marks in  the form of 
reserves, reducing the otherwise problem atical oversup
ply of marks. The Commiss ion , consequently, has 
opened negot i at ions  with the Arabs to price oil ship
ments to Europe (and possibly other countr ies) i n  the 
form of  German marks. European Currency Units (a 
compound of  curreneies i n  which the mark 's  weight is  
predominant) ,  or some s im i lar combinat ion . 

Noth ing i s  to be expected from such a proposal at 
the moment; h owever, under cond i tions  o f  a rapidly 
deteriorating do l lar ,  the prospect o f  s ign ificant Ara\l 
centra l-bank d iversi ficat ion out of do l lars wou ld  be real 
for the first time s ince the 1 973 o i l -pr ice increase. At the 
University of Lo uvain ,  the unoffic ia l  th ink  tank for the 
European Monetary Commiss ion ,  the view is  that a 
dec l ine  of American pol i t ical  i n fluence in  the Persian 
Gulf would accelerate the process on the monetary 
front .  The President's str i k ing po l i tical  victory on the 
AWACS sale may throw a monkey-wrench into the 
scenario ,  given that the Saudis  are less concerned about 
the poss ible deteriorat io n  of  their portfo l io  than they 
are about the threatened overthrow of  their regime. 

The 'Third Force' effort 
H owever, the AWACS victory doe.s not eliminate 

the basic problem . One top European officia l ,  speaking 
off the record,  maintained, "There is ta lk about some 

, countries leav ing the I MF,  res igning fro m  the Fund.  I t  is 
being d i scussed by very i n fl uential  people. I am very 
worried about the U . S .  at the m o ment .  Its foreign 
pol icy and m i l itary p lann i ng m ay create a disruption on 
the financia l  front ,  i n  part icu lar  the issue of  missi les 
emplaced in Europe, and  Pres ident Reagan ' s  remarks 
last week [on l imited nuclear war] . There is decl in ing 
acceptance of  the American umbre l la ,  and growing un
wi l l i ngness to accept  fin anc ia l  ru les which are becoming 
increasing ly d i stastefu l ."  
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As of  the IM F meeting at the begin n ing of October 
and the October 1 9  meeti ng i n  Scotland of the Nuclear 
Plann ing G roup,  the Un i ted States left Europe with a 
set of entirely unacceptable po l icy a lternati ves, inc lud
ing what Weinberger i s  wi l l ing to cal l p la in ly  a po l icy of 
l im ited nuclear war in  Europe, and a currency and 
interest-rate pol icy which makes economic  l i fe impossi
ble in Europe at the same t ime. Both pol icies are the 
result of  the infl uence upon Wash ington of the Thatcher 
government of Great Br ita in ,  particular ly through its 
semi-offici a l  i ntel l igence arm , the Wash ington-based 
Heritage Foundation . 

Yet at the same time, Brita in ' s  Foreign M in ister 
Lord Carrington and Chance l lor  of the Exchequer S i r  
Geoffrey Howe are  negotiating with their French coun
terparts to break away from the obnoxious pol icies 
which the B ritish themselves encouraged for so long, in 
the d irection of i ndependent European defense and 
monetary i n stitutions .  

. 

What u lti mately wi l l  come of this? The Un ited States 
went thro ugh the worst econom ic dec l ine of any nation 
during the 1 930s,  with nationa l  output fa l l i ng  peak-to
trough by more than 40 percent. In the currency b locs 
that emerged from the 1 93 1  flotation of ster l ing and the 
1 933 floati ng of the do l lar  aga inst gold ,  the old Euro
pean fami ly fortunes c lustered around a Swiss-Frenchc 
I ta l ian bloc pegged to gold. The di rect continuity of the 
European gold bloc of  the 1 930s, whose assets appreci
ated against U .S .  equities (through currency and stock 
market decl i nes) by roughly 1 ,000 percent,  is foreign 
ownersh ip of about one-third of U .S .  equity .  

The  d irect, un broken connection  between the  coup 
of the o ld conti nental European fortunes ,  and present 
,financial  i nstitutions  is the Bank for Internationa l  Set
t lements ,  created in lWO as a combined public-private 
vehic le for managing i nternationa l  reparations pay
ments and debt service associated with their financing .  

The gutting of the Par is  headquarters of the Banque 
de Par is  et de Pays-Bas (Parioos) ,  i n  favor of a-shift of 
operations to Switzer land and Belg ium,  is exem p lary . 
Whi le M itterrand runs a rampage aga inst French indus
tr ial ists and ban kers, the most important sections  of  the 
client busi ness of th is  most important of the F rench 
banques d 'affa ires has flown to Switzer land and Bel
gium,  and the constituent shareholders o f  Pari bas (e .g .  
Warburgs) have s imply put their money into a new, and 
invio lab le, Swiss- and Belg ian-based she l l .  These in ter
ests look toward the demise of even the IM F,  whose 
distasteful feature , for them , was that it  was dominated 
legal ly by the American government. The world shal l  
return to the type of currency b locs prevai l ing during 
the inter-war years , preci sely as the June  report of the 
BIS warned; and their advantage in  contro l l i ng  a gold
and petrocurrency-based bloc aga inst a dec l in ing  
United States and fa i l ing do l l a r  would be  immense.  
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AUTO INDUSTRY 

u.s. wages driving 
production abroad? 

by Richard Freeman 

General M otors and the other two top American auto
makers are p lann ing to shake out the U .S .  auto i ndustry 
by demandi ng that the U ni ted Autoworkers Un ion 
members take  a 30 to 50 percent pay cut, or they wi l l  
move auto production o u t  o f  the Uni ted States . 

General Motors announced Oct. 23 that it is cancel
ing  its p lans to bui ld a $500 mi l l ion assembly p lant in 
Kansas City , M isso uri . GM had a l ready announced in 
the last six weeks its p lans to cance l  a $400 m i l l ion 
expansion of a Balt imore assembly plant ,  and a lso can
celed plans to bui ld  a severa l -hundred-mi l l ion  do l lar  
p lant  in  F l i nt, M ichigan which was to have rep laced 
plants there that are being c losed down . 

This cancel lat ion of  G M's three key expansion proj
ects represents a dramatic cutback i n  p lant  construction 
i n  the Uni ted States .  A source who is very wel l p laced in 
the U .S .  auto industry reported recent ly ,  that "dur ing 
the next 12  to 18  months, the auto industry w i l l  be at a 
turning point. The Big Three, particu l arly G M  and Ford, 
have a lot of money planned for expans ion abroad. They 
are p lanning to get the sources for components fro m  
abroad, a n d  i f  they find  that they can't break wage levels 
i n  the U . S . ,  they will conclude that i t  i s  cheaper to bui ld  
and run p lants abroad,  and do so . "  

G M a lready expects t o  spend $ 1 8  b i l l ion ,  or 3 0  per
cent of its $60 b i l l ion capital -spending for the decade, i n  
plants outside the  United States . I t  is now possible that 
they wil l  increase that amount to 40 to 60 percent .  

"A move of t h i s  dimension w i l l  no t  be  sma l l , "  B i l l  
Puchi luk o f  Chase Econometrics to ld  EI R Oct 26 .  " I f  
Ford or G M makes this move, then the  size of  invest
ments they are talk i ng about are about $ 1  b i l l ion  a shot 
for plant and supporting industries . When you make a 
move of that sort, then the do l lars you' re taking out of 
the U .S .  are b ig ." Chase Econometrics is consultant for 
a l l  th ree American auto companies on plans they have to 
go abroad ,  and Wayne State Un iversity Automotive 
Center has a l ready done a " Delphi" con sensus report 
on which product l ines are the best produced abroad . 

Currently, U . S .  auto product ion ,  at 6 mi l l ion  autos 
this year, i s  at 60 percent of 1 973 leve l s .  Should the auto 
companies reduce their capita l-spend ing in  the U nited 
States, U .S .  auto output wi l l  p lummet to on ly 40 percent 
of 1 973  leve ls !  
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I n  a l l  l ike l ihood,  the U . S .  wou ld  become the fina l  
assem bler o f  autos ,  whi le  the va lue-added construction 
of  components and parts would be done e lsewhere. The 
United States would become the s ite of  the "Third 
World ," labor- in tensive end of the world auto-produc
tion process . 

The wage issue 
The key to effecting this next level of col l apse of the 

auto i ndustry i s  the claim by GM Chairman Roger 
Smith Oct. 26 that auto wages m ust fa l l  drastica l ly  
because auto workers ,  who are too greedy, are the cause 
for the co l lapse of the auto industry-not the h igh 
i nterest-rate po licy which has col l apsed consumer in
comes .  Smith stated, "The l ights  in  U . S .  auto plants 
h ave been go ing out all over America-extinguished by 
h igh labor costs . The rank and fi le have to understand, 
what's at  stake," he warned . "Their jobs." Ford M otor 
Company echoed G M 's Smith, announcing Oct . 22 that 
workers at i ts Sheffield,  Alabama a luminum-cast ing 
p lant wou ld  have to take a 50 percent wage cut or  the 
p lant  would close.  

The argument that American auto workers' wages 
are too high is a l ie ,  which can be shown on two levels .  

G M  c la ims that i t  pays i t s  employed auto workers 
$ 1 9 . 80 per hour, while Japanese auto workers earn on ly 
$ 1 1 .20 per hour ,  but produce Japanese cars at $ 1 ,000 to 
$ 1 , 500 less . But the G M figures are w i ld ly overstated . 
The leadi ng auto-maker takes its total wage b i l l ,  p lus its 
total  cost for benefits-of employed and unemp loyed 
workers both-and the costs for unemployment insur
ance, and then d ivides that by the number of employed 
hourly workers to arrive at its hour ly labor cost of  
$ 1 9 .80 .  

Obviously,  each emp loyed worker does not take 
home in  h is  pay envelope what GM figures as the fri nge 
benefits of unemployed workers, nor the unemployment 
checks .  The hourly labor-cost figure per G M-employed 
auto worker i s  probably closer to $ 1 5 . 50. Moreover ,  
Japanese wages, which were m uch l ower than American 
levels 30 years ago ,  have been ris i ng spectacular ly along 
with the rise in Japan's standard of l iv ing. Taking the 
hourly com pensat ion level that existed for A merican 
workers in  1 960 as equal  to 1 00 on an i ndex scale, then 
the American hour ly com pensation was on ly at a 1 1 3 
index level  i n  1 967,  and 1 22 i n  1 976; i f  we set the 
Japanese hourly compen sation level of  1 960 as  equal to 
1 00, then the Japanese hourly compensation rose to 1 40 
in 1 967, and 300 i n  1 976 .  I f  th is  rate of  rise cont inues, 
by the mid to late 1 980s, Japanese workers wil l be better 
paid than their American counterparts . 

But the wage level is rea l ly  on ly a secondary cons id
eration. In the 1 950s, American auto wage- levels were 
nearly twice those of Brit ish auto workers, yet America 
produced cars that were 10 to 1 5  percent  cheaper than 
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British cars . The real issue is that Japan today has 
better ,  more modern plant and equipment as a result  of 
the country's capital in vestment pol icy and the freedom 
from domestic vers ions of Pau l Volcker interest- rate 
pol icies . Japan produces a lmost one-and-a-ha l f  t imes as 
m any cars per worker as America.  At Nissan M otor' s  
Zama plant, which has 50 robots, 1 60 workers turn out 
800 un its a day-the h ighest level in the world-even 
though each worker is given two I O-minute coffee 
breaks and a I -hour lunch brea k .  

The U . S .  auto in dustry was first crippled b y  the 
environmentalist movement, which demanded unsafe 
safety standards-smaller cars resu l t  i n  more accidents 
and of greater severi ty-and then by the two oil shocks 
during the 1 970s. Even though the auto industry spends 
a huge amount for plant and equipment-$ 1 00 b i l l ion 
for the dec",j,> . ( "  'he 1 980s-m uch of  it is diverted into 
environmelL"i ::' ."d�lfds, not  basic product ion tech
n iques . 

The danger of the U.S .  auto industry ' s  moving 
abroad is not that auto production someday should not 
take p lace elsewhere, but that the United States is not 
moving simu ltaneously up the tec!1nological ladder of 
product ion-to producing fusion p lants ,  cryogenic 
p lants ,  monorai l  plants, etc . 

What G M ,  which is essent ia l ly  run by the Mel lon 
and Morgan banks ,  has in  m ind  for U .S .  auto is 
indicated by the story of GM's Hyatt p lant in Clark,  
New Jersey , which has been "so ld" to the workers, and 
opens "under new management" Nov.  2 (see page 8�, 
with cuts in  pay, workforce, and  senior ity . 

Earl ier th is  year, workers at Ford's Dearborn ,  M ich
igan stee l p lant agreed to a cut in  incentive pay, and 
workers at a Ford stamping p lant  in  Clevel and ,. Ohio 
and at a parts p lant in  Monroe, M ichigan have agreed 
to certa in  productivity-related changes in local work 
rules. 

Chrysler M otor Company has a lready gotten the 
UA W to agree to a profit-sharing plan, i n  which the 
workers took large pay cuts and givebacks, tota l ing 
$450 mi l l ion ,  i n  return for a hoped-for piece o f  the 
profits sometime  later. GM and Ford have expl icit ly 
asked for this arrangement from the UA W and are 
prepared for a l ong strike, according to sources at 
Chase Econometrics. 

GM's strategy , which was first enu nciated by G M  
chief economist a n d  New York Counci l on  Foreign 
Relation s  board member, M arina von Neumann  Whit
man, wi l l  not work . I f  the top auto-maker does achieve 
its objective, which is nothing short of break ing the 
union. i t  w i l l  s imply contribute to the lowering of l iv ing 
standards in  the Un ited States in  the way Fed Chairman 
Pau l  Vo lcker has persistently proposed . At cont inued 
fa l l i ng wage- levels ,  the consumer demand for cars wi l l  
not exist, regard less of  where they are produced . 
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GM'S HYATT PROJECT 

'If you can't sell cars, 
sell labor the plant' 

by Leif Johnson 

On Monday, N ovember 2. 800 workers at the former 
H yatt-General Motors bearing plant in  Clark ,  New Jer
sey wi l l  re-enter the p lant  both as new employees and 
new "owners ." In a buyout by the employees that  has 
taken m ore than a year to negotiate, G M  succeeded i n  
l iquidating a p lant  that m akes obsolete bearings, and 
adding to i ts  owri cash flow, whi le  taking tax losses 
carried forward and achieving unprecedented wage and 
benefits givebacks .  

The workers have accepted a 30 percent wage cut, 
p ledged a 50 percent "productivity" increase (although 
new machinery wi l l  not be provided), abol it ion of  senior
ity ,  and the attri t ion  of  ha l f  the workforce . The remainder 
bears responsib i l i ty  for servic ing the $60 mi l l ion new 
debt which was incurred in purchas ing the p lant from 
G M .  Sti l l  being members of  the union ,  workers wi l l  
cont inue dues payment . 

The workers wi l i  not own the factory d i rectly . The 
Employee Stock Ownersh ip Trust ( ESOT) wi l l  be run by 
a board of di rectors, of which three members wi l l  be 
chosen by the union, three by the lenders, and three by 
the management .  The management group wi l l  be headed 
by C. D. Howe l l .  a soci a l -engineering specia l ist from 
Arthur  D .  Litt le. Inc . ,  the Boston-based de- industria li
zation consul tants .  

General  M otors' good fortune was relatively easily 
achieved . Since the mid- 1 960s, the company has been 
d ivided into an assembly divis ion and a parts-suppl ier 
div is ion. Whi le the company kept the assembly d ivi�ion 
intact, it has  contracted out much o f  i t s  parts supply. 
M ost o f  the suppl iers, whether domestic or foreign ,  have 
been set into desperate competition aga inst each other. 
As the whole auto industry dissolves, the competition 
increases, and supply-company managements search for 
cost-cutti ng devices-primari ly wage cutting .  

G M President Roger B .  Smith recent ly dec lared that 
"j ust as GM has to compete with the Japanese auto 
companies as if they were right across the street, so does 
our  worker have to compete with the Japanese worker as 
tho ugh he l i ved across the street." 

G M  informed Hyatt' s un ion ,  Local 736 of the U nited 
Auto Workers (UA W), in March 1 980 that it would c lose 
the p lant . The union argued that management should 
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diversify product ion at the p lant ,  s i nce the tapered bear
i ngs being produced are for rear-whee l-d rive cars that 
are being gradual ly phased out .  GM responded that i t  
would put no new capita l  i nto the p lant, but would search 
for a buyer .  

Prospect ive buyers came and sniffed, disparaged the 
largely obsolete equipment, and left .  

Accordi ng to the union leadership ,  the idea for em
p loyee ownership was its own . James Za rel lo ,  Local 736's 
Chairman, claims that "sometime i n  the summer,  J im  
M ay [the Loca l ' s  President] and  I were discussi ng this  
problem , and we read an art ic le i n  the New York Times 

about an employee buyout of a company i n  Iowa .  We 
had to do something to preserve our jobs .  Some of the 
men thought GM was b luffing, but I had watched them 
close plants all over the place. " 

The union was then led through a set of meetings 
with top de-industr ia l izat ion consu ltants by Alan V .  
Lowenstein,  a n  attorney i n  Roseland,  New Jersey. Low
enstein had created an ESOT for the Paterson ,  New 
Jersey Okonite p lant five years ear l ier  when that corpo
ration informed its workforce that it would close. Low
enstein also had the contacts to p ut together the $25 
mi l l ion mortgage loan from Prudent ia l  L ife I nsurance 
Company, $ 1 5  m i l l ion  revo lving credit from Fide l i ty 
Bank, and $ 1 0  mi l l ion  in  federal grants .  The rem ain ing  
$20 mi l l ion was  subscri bed by GM in  a b lock of 100,000 
non-voting preferred shares, although Prudent ia l  and 
Fidel i ty have the opt ion of convert ing their loans to 
voting equity, and also have three members on the new 
board of directors . 

The union leadership met with the New York- and 
London-based McKinsey and Company, and with 
Booze, Al len Hami l ton ,  fina l ly  choosing Arthur D .  Litt le 
(ADL) to make a $90,000 feasib i l ity study. The study and 
addit iona l  lega l fees were paid by a subscr ipt ion of $ 1 00 
each from 1 200 of  the p lant ' s  1 600 workers . The A D L  
study said that the plant ,  wh ich had been carried o n  
GM's  books for several years a s  a los ing operat ion ,  could 
be made profitable i f  the employees wou ld accept l a rge 
pay and benefit cuts and take on Doug las Howe l l ,  the 
study d i rector at Arthur D. Little, as the company's  new 
President . 

According to Howe:l , "we gave jobs to those who 
gave money to the Job Preservat ion Committee-a con 
tribution that many  un ion  members wou ld  no t  make 
because they knew it would invo lve pay cuts-and to 
those we thought were sk i l led. Techn ica l ly we are a new 
corporation ,  so we h ire who we want,  so that e l im inated 
seniori ty." 

Of the former 1 ,600-man workforce, 950 app l ied to 
be re-h ired, of which 800 w i l l  be selected . Fo ur hundred 
wi l l  retire whi le many of the remai nder w i l l  seek to use 
their sen iority at other G M p lants i n  the area . The un ion  

. had warned these workers that  they would be unsuccess-
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ful because the other p l ants have been hit  by heavy 
layoffs . 

Howel l  is most concerned about changing employee 
"attitudes" to achieve the p lant  goal of prod ucing as 
m uch with two sh ifts  as was previous ly produced in  
three . 

"Al l  the workers w i l l  be sent to classrooms to learn 
about the new attitudes ,"  Howell expla ined .  "We wi l l  
develop a pr ide about the  p lant .  For examp le, we' l l  have 
a c leanup day on a Saturday, for wh ich I ' l l  ask the 
workers to come in vo luntari ly and we' l l  scrub' the 
plant .  I ' l l  be l i ke everyone else,  and wear my overa l l s .  

" I ' l l  a lso be wr i t ing  a newsletter once every two 
weeks,  tel l i ng everyone how they are doing, what they 
are not doing correctly and so on ."  

H owel l describes the  C la rk  b uyout 5lS one of the 
most advanced "Qual i ty of Work Life" experiments .  
"Qual ity o f  Work L ife i s  my rel igi on .  I l ive and breathe 
it . " 

The purpose o f  Qual ity of  Work Life is to conv ince 
employees that com pensation is not as important as the 
"qual ity" o f  work and the right to make decis ions about 
work,  to have group  discussions about production 
procedures, and to take financia l  respons ib i l i ties .  In
stead of havi ng the company impose pay and benefit 
cuts : workers wil l  be trained to do i t  to themselves . 

Once i n  the ESOT, workers cannot pu l l  out unt i l  
they retire, s i nce the ESOT i s  a trust ,  rather than d irect 
ownersh ip .  According to Howel l ,  "No worker gets any 
of  h is  equity unti l  he retires .  He  gets some pay bonuses 
based on productiv ity and some smal l  profit-sharing 
during the year, but no ownership shares unti l  he 
retires ."  

M any workers were conv inced to accept ESOT to  
protect their pensions ,  not  merely the i r  present jobs .  
One 49-year-o ld  worker told reporters l ast week that 
with 1 8  years at the plant he was on ly 6 years fro m  
G M's  early ret i rement .  O f  course, h i s  ret irement benefit 
wi l l  be affected by the pay cut  which chopped ,his  salary 
from $ 1 2  to $9 .25  an hour .  As this worker put it, "We're 
i n  a b ind ." 

This "b ind" is the control led environment sought by 
the "Qual ity of Work Life" labor contro l lers . The 29-
member I nternat ional  Counc i l  for the Qua l ity of Work
ing L i fe meet ing recent ly i n  Toronto, Canada and 
represent ing top-level psychological-warfare experts of 
the London Tavistock I n st i tute and the Organizat ion of 
Economic  Cooperat ion and Development, the control
l i ng body of N ATO, have const ituted a World Associa
t ion for the Qual i ty of Work and Life .  According to 
Bas i l  W hit i ng, Executive Di rector of  the M ichigan 
Q ual i ty of  Work L ife Counci l ,  "They decided it was 
t ime to take it out of the hands of the monks and give i t  
to the practi t ioners ." The i r  actual  in tent is  being dem
onst rated today i n  C lark , New Jersey . 
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Conference Report 

German industry in 
a policy debate 

by George Gregory. Bonn Bureau Chief 

This year 's  annual  conference of the German Chambers 
of Commerce and Industry (DI HT) provided a rare 
spectacle: representatives of the fei sty old-guard of  the 
German industria l  world tear ing away, with as m uch of 
a sense of humor as they could m uster, at some of  thei r  
less entrepreneurial  col leagues, who were being urged by 
D I HT President Otto Wolff von Amerongen to get "a 
sniff of American economic pol icies . "  Such a "sn iff 
meant gett ing used to the idea of "curative bank rupt
cies ,"  a phenomenon enforced here, too, to an increas ing 
extent by historica lly h igh interest rates cr imping l iquid
ity avai lable for investment in meagerly capital ized in 
dustries, accompanied therefore by exhortat ions to face 
up to open confrontations with the trade unions ,  and 
wi l l i ngness to throw a s imple tem per tantrum to force 
more budgeta ry austerity on the part of the SPD-FDP 
Bonn govern ment coal i t ion . 

Of course, since early spring, it has been well-known 
that Chancel lor Schmidt has sworn that he would "never 
th ink of applying American [fi sca l ]  methods here." Von 
Amerongen has , nevertheless, gone on the warpath :  h is  
DIHT,  even before the annua l  conference , launched an 
astonish ing attack on the Germ an Bundesbank for hav
ing lowered the special  lombard bank-refinancing rate 
from 1 2  to I I  percent as "premature, and therefo re a 
mistake ."  That a lone put von Amerongen on the oppo
site s ide of the fence from most of the business commu
n ity, and from such figures as Professor Rodenstock, 
Pres iden t of the Associat ion of German I n dustry (BDI) ,  
Kar l  K lasen ,  former President of  the German Bundes
ban k, Hans Fah n ing ,  President of the Associat ion of 
Public Banks ,  and, of course, the government in Bonn .  

Otto Schlecht ,  State Secretary i n  t h e  Economics M i n
istry, proposed that Mr .  von Amerongen get a new pair  
of  glasses , i n  response to von Amerongen ' s  accusat ions 
that the Bonn government "has  no courage for long
term plann i ng," and that this h ad caused German indus
try to lose its nerve. While Sch lecht po inted out that 
present shifts in Bonn's  budget al locat ions wil l  give 
industry an addi t ional  1 6-bi l l ion Marks in depreciation 
al lowances, Economics Min i ster Otto Graf von Lambs
dorf suggested the exp lanat ion that Amerongen ' s  behav
ior  was merely due to "h igh b lood pressure ." Al l  th is  was 
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quite refresh ing .  
On the other hand,  when i t  comes to long-term , or 

even medi um-term th ink ing,  the D I HT meeting evinced 
a serious  disorientation on the part of German indus
try. Whi le too many visibly enj oyed gloating over the 
fool i shness o f  some Social Democrats who fretted over 
nuclear power and wanted to bu i ld  "only smal l  nuclear 
reactors so that it i s  st i l l  possible to reverse any decis ions 
we make," m ost o f  the industry audience merely sat 
dazed at the prospect of  the Federa l Republ ic ' s  covering 
1 8  percent of  its energy requ i rements by 1 990 with n ucle
ar power, as opposed to 28 percent in France, even under 
the Mi tterrand program .  The same diso rientation was 
vis i ble i n  the rather s impl i st ic appeals of some to app ly 
the "Japanese model ," which in their eyes s imply meant 
l ower wage cost s .  Worst of al l ,  even though there is 
hardly anyone who wi l l  not adm it that the reforms of 
German education in the 1 970s under the i n fluence of 
Socia l i st Wi l ly Brandt have been a complete disaster, 
apparent ly the best alternative these gentlemen can th ink 
o f  is  a return to a crude "apprent ice vocat ional  tra in ing 
system ."  

The old-timers parry 
Back in the spring, von Amerongen had already 

made his m ove to take up the banner against the 
Schmidt govern ment .  J ust at the time when the I M F  
survei l l ance team was demanding even m ore drastic 
budget s lash ing than Bonn was plan ning, and making it 
known that the I M F  was thereby acting in support of 
both Paul  Volcker in  the Un i ted States and the in terest
rates pol icy of the Bundesbank ,  von Amerongen l ined 
up with the trumpet-cal l  that the " 1 980s will be the 
decade of  high i n terest rates , "  ostens ib ly beca use such 
masses of capi tal  would be needed to fi nance syn fuels 
projects that noth i ng would be left over .  I ron ical ly, von 
Amerongen made that m ove j ust as his own company, 
the Otto Wolff A . G . ,  formerly a decent-s ized steel
trad ing firm, an nounced that i t  was getting out of the 
steel b us iness a ltogether i n  favor  of d ivers i fication into 
electronics and other  "sun-r ise i ndustry" fie lds, because." 
it could no longer afford to fi nance steel inventories at 
1 4  percent i nterest rates . 

\ 

This t ime around,  von Amerongen was out to 
rabble-rouse among his industr ia l  col leagues. His c la im 
that German business is los ing its nerve was in tended to 
convi nce Bonn that major  powers in  German industry 
are renouncing their  loyalty to the Schmidt government,  
and von Amerongen backed th i s  up with the pro
nouncement that G N P  growth for Germany in 1 982  
would  be nowhere near  the 2 . 5  percent previously 
predicted by the  OECD,  I M F ,  and the Bonn Economics 
Min i stry itse lf. Therefore, the Bonn government would 
have to s lash away at the budget, and industry would 
have to s lash away at wages . 
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The fact that corporate earn ings in the Federal 
Rep ubl ic have dropped-according to an  ana lys is by 
the German B undesbank ,  by 1 5  percent i n  the first ha l f  
of 1 98 1  be low the first ha lf  of  1 980-and h igh interest 
rates have increased fi nancing costs and pu l led nearly 
30 b i l l ion deutschemarks out of corporate t reasuries 
i nto bank deposi ts ,  securit ies ,  and an  untold amount  of 
sim i lar  foreign hedgi ng-operat ions ,  has produced a 
prono unced squeeze on investments overa l l .  Further
more, the overwhe lming proportion o f  cu rren t invest
ments i s  go ing to oi l�subst i tut ion and energy conserva
t ion in  an effort merely to cut the energy-cost factor in 
productiot;!. A number of DIHT conference partic ipants 
argued, therefore, that the on ly rem ain ing place to cut 
to gain investment lat itude was wages, and the "Japan
ese model" was usual ly appealed to in  support of the 
argument .  

As s imple-minded as that argument was, the old
guard countered with some s ign ificant i f  un in tended 
help from the Brussels European Communi ty Commis
sion , whose representative made i t  c lear that the per
spective being offered by his  and Amerongen ' s  crew 
was for an outright de-i ndustria l izat ion of Europe. 
Heinz Duerr, President of  A EG Telefu nken and one of 
the younger o ld-guard members, stated that "the prob
lem we are facing is  that our industries s imply do not 
produce enough; we a re producing way beh ind  our  
actual capaci t ies .  I f  anyone wants to refer to the  Japan
ese model ,  let me tel l  you that it i s  neither better 
market ing nor lower wages that make Japan more 
competit ive .  It is the fact that Japanese i ndustr ies-and 
I can  say  that for electronics i n  part icular-produce i n  
large vol umes . W e  in  Germany have t o  see t o  i t  that our  
i ndustries run at h igh capacities ."  

That opened up a furor of debate, w i th  Herr  Kirch
field of the machine-too l  i ndustry attacking the notion 
that, under the force of h igh interest rates, they can 
afford to get out of production  and begin to export 
more "knowhow" services ,  s i nce obviously "construc
tion of industr ia l  fac i l it ies is  seen as the bus iness card 
proving the capab i l ity of transforming scient ific  and 
industrial techno logical p rogress i nto product ion . "  The 
main k ind of program needed , he sa id ,  was to make 
sure that financing was ava i l able for h igh-techno logy 
exports , and that also meant shoring up the federal 
export-i nsurance company, Hermes. 

This was an excel lent backdrop for the horror stor ies 
and perspect ives presented by a representative of  the 
Brussels  EC Commiss ion ,  who said that "there i s  a 
long-term trend toward the decreasing competit iveness 
of European industries, and structura l  reforms wi l l  
decrease by 90 percent i n  most  cases" of these no
longer-competitive industries . 

To that, Heinz Duerr countered, " I f  that is real ly 
true, then we are obviously wel l-advised not to go for 
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that k ind  o f  so lut ion ,"  and went  on to a rgue that the 
on ly appl icable pol icy was to assure that h igher-sk i l led 
j obs p roduee at their appropr iate capaci t ies for output ,  
so that "the wage-cost factor red uces itsel f natura l ly to 
its proper leve l .  That we can l ive wi th ."  

When people sti l l  ins i sted that the present  American 
pol icy would sti l l  be a good exper iment to try, Econom
ics Min i stry State Secretary Schlecht b lunt ly character
ized the American economy thus :  "The American econ
(Jmy is  a sh ip sai l i ng under the flag o f  supply-siders, but 
the c rew at the rudder are the demand-siders, and  the 
rest of  the crew o n  deck j ust th rows out the anchor to 
stop the money from flowing .  You can ' t  run a sh ip l ike 
that . " 

Education myopia 
As m uch fun as some of the I ndustry representatives 

had gigg l i ng about the incompetence of certa in Social 
Democrats,  when North- Rhine Westphal ia  Christ ian 
Democrat K urt Biedenkopf took the stage to make h is  
pronouncements on education ,  the fun w<;ls over . Any
one who was th ink ing of a change in government i n  
1 984 and  'bringing the  C D U  i n  became suddenly less 

j ov ia l .  "I th i nk  what the youth i s  doing i s  good,"  he 
babbled.  "They are experiment ing with smal l  models of 
l i fe ,  and I l i ke that, because I th ink our best industr ial  
po licy is to decentral ize, create smal l  bus inesses ."  

A l l  of  German i ndustry is acutely aware of  the  lack 
of sk i l led manpower (in which category, i n  fact ,  u nem
ployment rates reach 2 percent at most-i .e . ,  fu l l  em
ployment), and the techn ical un iversit ies general ly  fi l l  
less t han  ha l f  of  their potent ia l  enro l lment .  Neverthe-. 
less ,  the DI HT itsel f tried to present a so lut ion to the 
crisis that represents nothing b ut an expanded appren
tice system of vocational t ra in ing ,  a system which has 
al ready traumatized the labor force because of  the "re
schoo l ing" of operat ives from one specific sk i l l  to 
another . 

Some, l i ke  Duerr,  Rodenstock , and Manfred Len
n i ngs of  Glitehoffnungshlitte, po in ted out that German
language sk i l l ,  foreign languages, mathematics,  physics ,  
and so forth were being given short-shr ift ,  and that 
therefo re, no  basis for future sk i l l s  could be gleaned 
from the education I system . However, s uch sel f-evident 
observations  remained at the same level as their inst inc
tive rebuttals of von Amerongen . I ndustry as a pol it ical 
force i s  clearly a long way from the inst i tut ional izat ion 
o f  the educat iona l  system launched by the von H um
boldt  brothers, and  i ncorporated into the G6ttingen 
associat ion of  classicists ,  physici sts and industr ia l i sts at 
the turn of  the 20th cen tury in Germany. The tragedy 
such myopia presented was all the more pa infu l ,  i nsofar 
as some of today' s German ind ustr ia l  leaders are them
selves products of  the Ber l in-G6ttingen-vo n  H umboldt 
system of  educat ion in  science and the classics .  
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Energy Insider 

The 'Greenies' and 
who controls them 

by William Engdahl 

The remarkable thing I have seen in West Germany is 
the extent to which the same ind iv iduals  and think tanks  
as in the Uni ted States have largely succeeded . in  br inging 
nuclear power development to a screech i ng ha l t .  S ince 
the mid- 1 970s, and most i ntensely si nce the early mon ths 
of the anti-nuclear Carter adm in i stra t ion,  the West Ger
man nuclear program has su ffered a de facto morato
rium.  The first visible reason for this energy sabotage 
centers around the operat ions of the an ti-g rowth envi 
ronmental ists, cal led die Griinen (the greenies) here . 

Die Griinen, sign i ficant ly ,  have been fi nanced by 
dol lars from the same coffers that set up the ant i-growth 
radicals in the Uni ted States in  the late I 960s. These 
funds in i t ia l ly fl owed from the boardrooms-of  McGeorge 
B undy' s Ford Foundation to lower leve l s  of operatives, 
such as  Petra Kel ley. Kel ley, now a funct ionary with the 
European Community in  Brussels ,  was fo rmerly an aide 
to anti-growth, pro-drug legal ization Sen . Edward Ken
nedy . She helped in  setting up the umbrel la ant i-n uclear 
operation i n  the early 1 970s known as the European 
M ovement Against N uclear Power . Kel ley works with 
die Griinen , together with such a 'col l ect ion of fru i tcakes 
as "ex" neo-Nazi August Ha uslei ter . Josef Beuys o f  the 
so-cal led Free U n iversity for Creativity, h imsel f a devo
tee-along with such "pro-n uclear" industr ia l ists as Pe
ter von S iemens-of the neo-fasci st anth roposoph or
ganization · in Bavaria,  i s  another leader of die Griinen . .  
And the Frankfurt Zoo ' s  Bernhard Grzimek,  an "an ima l  
lover" who was  formerly Nazi M in ister for Food Distr i 
bution under H it ler, has helped to train key leaders such 
as Herbert Gruhl of die Griinen over the last decade . I t  i s  
not  surpris ing, then , that o lder German cit izens, who 
hold  chi l l i ng memories of  the r i se o f  a s imi lar ant i-science 
movement out  of the beer-hal ls

'
of Bavar ia so me 50 years 

ago, refer to the current movement as the "green fas
cists ."  Only the co lor  of their sh i rts is  d i fferent .  

Die  Griinen i n  Germany i s  spawned out  o f  the  aris
tocratic sewers <)f the Club of Rome; A mory Lov ins ' s  
Friends  of the  Earth / Europe, headquartered in  London ;  
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Ju l ian H uxley ' s  I n ternat ional  Un ion for the Conserva ncy 
of Nature at Morges, Swi tzerland;  and the Wor ld  W i l d
l i fe Fund,  now headed by John Loudon ,  the  fo rmer head  
of  Roya l  Dutch Shel l .  The movement got its subs ta n t i a l 
seed capi ta l  from such sources as I B M ,  Fo rd Fou nda
t ion ,  Robert O .  Anderson ' s  At lant ic Rich fie ld  Foun da
t ion ,  and the Volkswagen Foundat io n .  

H owever, such an  anti-growth movement  cou l d  
hard ly have succeeded b y  itse l f, funding notwi lhs tand ·  
ing .  I t  has  depended for i ts  success l a rgely on  i n t erna l  
subversi on aga inst Chancel lor  Schm id t ' s  own govern 
ment .  The most blatant source of th i s  s ubvers i on  has 
been In ter ior M i n ister Gerhard Bau m .  Bau m ,  k nown to  
be soft on terrorism and drugs, a l so  con t ro l s  govern
ment l icens ing of n uclear power p lants .  

To i l l ustrate the absurd i t ies
' 
of  the curren t  s i t ua t i o n ,  

o n e  n uclear ind ustry source told me tha t a n  e lect r i c  
ut i l ity must prepare for Baum's  office and other o ffic i a l s  
some 300 pounds o f  var ious envi ron menta l impact 
studies and related engineer ing-safety s t ud ies j ust  to 
l icen se an ordinary coa l  p lant .  And the  ex per i men t a l  
h igh-temperatu re n uclear reactor req u ired m ore t h an  
6,000 pounds o f  such paperwork . Li t t le  su rpr i se .  t hen . 
that progress is i n fin itesima l .  The pred icta ble res u l t o f  
such nonsense i s  that a typical West Gennan  n u clear 
pl ant  costs more than twice that of  i ts  co u n terpart i n  
France where l icens ing i s  st reaml ined . .  

Today, West Germany,  with 1 3  nuclear p l an t s  on 
l i ne, ranks a far-d istant second in E u ropean n uc lear 
capacity , having 8 ,250 m egawat ts, compa red to 
France ' s  approx imately 1 4 ,000 megawatts ;  i n  1979.  
Germany was ahead of  France.  I n  addit i on , wi th West 
Germany now import ing l a rge amounts  o f  both coa l 
and o i l ,  nuclear energy is the on ly  rat iona l  a l terna t i ve .  

Th i s  month ,  offici a l  debate began on  the  l a test 
Federal Energy Plan . Sch midt  has a l ready a n n o u nceci a 
comm itment to speed up the n uclear- l i cens i n g  proces s .  
He has  a l so  annou nced p lans  to complete two to t h ree 
new nuclear p lants each yea r .  This would be a pos i t i ve 
sh i ft ,  a lbeit far less than needed to gear up German 
exports for developing-sector industr ia l i /at ion . 

A key quest ion is the fate .oLsuch adva nced research 
projects as the high-tem perature reacto r  ( HT R ) . wh ich 
has the capab i l i ty to double the poten tia l ov e ra l l e n e rgy 
efficiency for n uclea r-generated power fro 111 3 0  percen t  
to about  60  percent of total energy . The  process hea t  
from the  HTR, as wel l  as the abi l i ty to u se the  HTR to  
make energy-i ntensive economical synthet i c  gas dnd  
hydrogen fuels ,  makes the  future of t h i s  progra rn cru
cia l .  

Schm idt ' s  cabinet has reso lved t o  cont in ue cons t r uc
tion of  the research and development faci l i ty for the 300 
megawatt prototype high-temperature reactor .  and  the 
equa l ly important 300 megawatt fast- b reeder demon 
strat ion project at K a lkar .  
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World Trade by Mark Sonnenblick 

Cost 

N EW DEA LS 

$3 1 m n .  

$438 m n .  

$674 m n .  

I N C LU DES : 

$200 m n .  

$200 m n .  

$ 1 30 m n .  

$70 m n .  

$590 m n .  

$ 1 00 m n .  

$400 m n .  

$265 m n .  

$268 m n .  

Principals 

U . S . A .  from 
Japan 

Egypt fro m  
W e s t  Germany 

Brazi l  fro m  
U . K .  

Sunaman fro m  
Brit ish S h i p
bui lders 

fro m  K l oc k n er 
of U . K . j N E I  

fro m Ferrant i  

from G EC 

Thai land from 
Scan d i navia 

Venezuela 
fro m  U . S . A .  

L i bya from 
Europe 

I ndonesia from 
Japan / U . S . A .  

N igeria fro m  
Switzer land/ 
France 

U . S . S . R .  fro m  
West 
Germ any /  
France 
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Project / Nature of Deal 

Fuj itl;c i s  b u i l d i n g  a u t o m ated plant in Leban o n ,  O h i o  
to produce 3 ,000 elevators a n d  600 escalators per yr .  for 

- U . S .  and Canada .  P lant  w i l l  i n c l u de i n dustr ia l  robots,  
n u m erical  co ntrol  machine tools ,  a n d  500 A merican 
workers .  W i l l  h a ve world's ta l lest elevator research 
tower, the height of a 1 00 story b u i l d i n g .  

Agreement  for 2 n uclear reactors s igned short ly after 
Sadat m u rder.  K WU w i l l  provide two 1 ,000 mega watt 
u n i ts after deta i l s  worked o u t .  

Brazi l i a n  Pla n n i n g  M i n .  Delfim Netto s igned memoran
d u m  with U . K .  fo r one of  b iggest Br i t i sh-Lat in  Ameri
can trade deals . Delfi m ' s  pol icy  i s  t o  t ie  capital-goods 
o rders to concess ionary fi n anc ing a n d  extra bank loans  
t o  cash-strapped s tate  agencies,  permit t ing  them t o  pay 
b i l l s  to local  s uppliers . Th is ,  for ex ample ,  cuts  host i l i ty 
o f  Braz i l i a n  sh ipyards to foreign orders.  Concess i o n ary 
fi n ance package s igned was fo r $ 1 . 2 bn . ,  i n c l u d i ng 
$350 m n .  govt .  c redit  a i d .  

4 ro l l -on/ ro l l -off s h i p s  

Conversion o f  electric p lan t fro m  o i �  to c o a l  a n d  b u i l d
i n g  new coal m i n e .  

Electrical  systems fo r 4 Braz i l i a n- b u i l t  corvettes a n d  a 
tra i n i n g  frigate.  

U rban rai l  system for Rec ife .  

Fert i l izer co mplex to produce 1 , 500 tons  p e r  d a y  a m 
m o n i a  awarded to H aldor  (Den m ark) ,  N o rs k  Hydro 
(Norway),  and Swedyards consorti u m .  Beat M i tsui  (Ja
pan)  a n d  Agrico ( U . S . A . )  

Lagoven,  state-owned o i l  company,  ordered 2 cant i lever 
d ri l l i n g  barges fro m  Blocker of  H o us t o n .  W il l  be m ade 
in U . S . A .  a n d  towed to Lake M aracaibo in late 1 98 2 .  

L i bya has  b o ugh t  1 0  European Ai rbuses . 

Govt . has  authorized K o m atsu (Japan)  to bu i ld  1 ,000 
b u l ldozers per year i n  j o i n t  vent ure w i t h  loca l fir m .  
Caterp i l lar  h as s i m i l a r  authorizat ion a n d  w i l l  be com
pet ing w i t h  Komatsu  i n  th i s  growth m arket .  

Aprofi m  o f  Geneva was awarded contract for des ign 
and construct i o n  o f  I ,OOO-room N i c o n  N oga H i lt o n  
h o tel i n  brand-new N igerian c a p i t a l  of A b uj a .  H otel 
bei ng b u i l t  by N at i o n a l  I n s urance C o rp .  o f  N igeria wi th  
loans  fro m  pr ivate  a n d  French govt . ban k s .  

Soviets have ordered ro l l i ng m i l l  fo r steel complex near 
K ursk fro m  Schloemann-S iemag and partn ers i n c l u d i n g  
Stein - H eurty o f  France.  

Comment 

Japanese bring "high 
tec h n o l ogy" to Ohio .  

Shows com m itment to  
Egypt ian stabi l i ty .  

Br i t i sb  tr ied  to buy off 
I n d i a ,  Mexico, a n d  Bra
zil with  sweet industr ia l  
development deals  on 
eve of Cancun s u m m i t .  

N eeded for Brazi l ian  ex
port push . 

E nergy substitut ion . 

Braz i l i a n  navy.  

N ordic I nvestment Bank 
financ ing 

Letter o f  i n tent  signed. 

Ko m atsu wi l l  also ex
port  Japanese steam 
shovels  to U . S.A. ,  com
petin g  with Cats and Bu
cyrus-Erie.  
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Banking by Kathy Burdman 

Free zones to cut world lending 

International Banking Facilities for the United States mean 
"planned shrinkage" of credit and trade. 

When I nternational Ban king 
Faci l ities ( IBFs) go on- l ine  Dec .  3 
in  major U .S .  cities, the Federal 
Reserve and its control lers at the 
Swiss-based Bank for I n ternational  
Settlements are expecting to en
force a "shrinkage" of world credit .  

The Federal Reserve Governor, 
Henry Wal l ich,  who attends 
monthly BIS meetings i n  Basel for 
the Fed , recently bragged about 
this to EIR Economics Editor Dav
id Goldman . Asked if I BFs would 
help the Fed to l imit world lending,  
Wall ich repl ied "You're damned 
straight I think they wi l l .  The whole 
idea is to repatriate al l  those dol lars 
and get them back where we can 
control them ."  

As Wall ich implied, when they 
become legal Dec . 3, IBFs, a lso 
known as Free Banking Zones, wi l l  
al low bankers to do in  New York 
and other U .S .  money centers what 
they now do in  the total ly unregu
lated offshore dol lar markets i n  
London , Singapore, Hong Kong 
and the Caribbean . In the offshore 
markets, U .S .  dol lars are borrowed 
and lent tota l ly  without reserve re
quirements, federal  regu lation , 
country lending l imits ,  deposit i n 
surance, and  interest-rate cei l ings .  
This  is  banking at i ts most unsafe .  

I t  is  also banking a t  i ts most 
lucrative in the short term , and 
there are over $ 1 . 2 tri l l ion so-cal led 
Eurodollars out there .  Now the Fed 
and the BIS  expect this h uge 
amount of cash wi l l  start to stream 
back into the U . S .  

A s  world l iqu idity is increas ing-
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Iy concen trated under the Fed' s j u
risdiction , the Fed and B I S  believe 
that they can tighten cred it on the 
world banking system as a whole, 
j ust as Paul Volcker has done to the 
U .S .  economy.  Si nce the Fed i s  the 
wor ld ' s  most effect ive arm of  the 
B IS ,  this wou ld amount to putt ing 
the world dol la r  cred it system un
der a BIS dictatorsh ip .  

I B Fs cou ld a l so  mean a major  
foreign-pol icy b low for Ronald 
Reagan,  forcing him to preside 
over the "dethroning" of the U . S .  
dol lar a s  t h e  wor ld 's  reserve curren
cy . The Swiss gnomes at the B I S 
have long desi red t o  remove the 
national i ndependence America 
sti l l  gains  from the dol lar 's  world 
role; B IS  Executive Di rector Alex
andre Lamfal ussy warned in  Brus
se ls  last month that the do l l a r  may 
be i n  for "serious turbu lence ."  

The  fact i s ,  I BFs provide a sort 
of " bomb shelter" into wh ich the 
Fed could  withdraw do l lar  assets i n  
the event o f  a major  dol lar cris is 
such as that o f  1 977 .  Other cris is 
possibi l i t ies abound ,  such as the 
shaky Pol ish debt negotiat ions ,  
which al l  but co l l apsed th is  week;  a 
breakdown might trigger a foreign 
run on U . S .  dol lars or U . S .  banks .  
G iven I BFs,  under  such circum
stances the  Fed would j ust encour
age U . S .  banks to p ick up their 
marbles, walk away from their for
eign subsidiaries with a l l  those 
messy L DC loans ,  and br ing their 
assets back to the U n ited States . 

That means I B Fs,  as German 
ban kers warned at the end of  Octo-

ber, have the potent ia l  to "take 
apart" the ent i re postwar dollar
based monetary system . It may di 
vide the world i nto a shrunken dol
lar bloc ,  largely located within the 
Un ited States, and a host of other 
currencies , whose nations would 
then be forced to take up the world 
credit role of the dol lar .  

German bankers have already 
warned the Fed that Volcker and 

. Wal l ich are "un i laterally taking 
apart" the monetary system, Fed 
officia ls  told EIR Oct. 28 . Two 
years ago Germany proposed a 
joint  U . S .-German p lan to control 
runaway offshore lending; but now 
the Fed is going ahead "un i lateral
ly" with I B Fs to cut back dol lar 
cred it .  "They feel we have aban
doned the principle of in ternationa l  
negotiation , " the  Fed man said, 
adding "that the rug was pu l led out 
from under them , and that we have 
done something advantageous to 
our own banks  at thei r expense." 

In response, the Fed said,  
Chairman Wi l fred Guth of Ger
many's  Deutsche Bank has pro
posed that German banks set up 
their own offshore market in Ger
man marks in the Duchy of Luxem
bourg ,  to replace lost Eurodollar 
b usiness in  London . Deutsche 
Bank has annou nced majority pur
chase of the Banque de Luxem
bourg ,  and invited French deposi
tors flee ing the Mi tterrand govern
ment to deposit in Luxembourg .  

Bankers also met with t he  Fed 
Oct . 28 to explore an even more 
dramatic proposal by Bank of 
America that U . S . -based I B Fs be 
a l lowed to take non-dol lar foreign 
currency deposi ts .  This wi l l  further 
erode the dol lar and the world cred
it system , b reak ing it up  into unsta
ble b locs and making trade finance 
between nations a n ightmare. 
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Gold by Montresor 

Tokyo's new market 

Quietly and steadily, Japan is becoming a major force in 
international gold transactions. 

Japan' s  M inistry of I nternational 
Trade and Industry,  in the purest 
spi rit of Japan' s  bri l l iant trading 
abi l ities, took the moment of great
est weakness in  the international 
gold price to announce the opening 
of a new gold exchange in  Tokyo . 
Earl ier this year the Japanese be
came the most vis ible source of de
mand for physica l bul l ion ,  and the 
trade min istry's  approval for an in
ternational gold exchange makes it  
possible for Japan to conduct sub
stantial accumulation without the 
previous rel iance on Hong Kong, 
which the Japanese found supreme
ly distastefu l .  

To  associate the  sudden Japa
nese interest in gold purchases, 
which i s  occurring at the broadest 
base of the Japanese population
two dozen or so new retai l  faci l it ies 
for the metal ' s  sale are now open ing 
in Japan each day-with the mo
tives for gold hoarding that occur 
in France, or even the Uni ted 
States, would be a grave misj udg
ment .  Not only do the Japanese st i l l  
enjoy a single-d igit inflat ion, a re
markable achievement for a nation 
ent irely dependent on imported en
ergy sources ,  but the Japanese pop
ulation trusts their financia l  institu
tions in  a way that the French , and 
increasingly the Americans,  do not .  

I t  is wise to recal l  that the Japa
nese are a population which duti
ful ly handed their private gold 
hoards over to the central govern
ment in  1 947 in  exchange for paper, 
only two years after the conclusion 
of the world war. 
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For pol i t ica l reasons ,  the Japa
nese do not choose to accum ulate a 
substantial governmental gold re
serve. Pressure from the Un i ted 
States Treasury was sufficient ,  
whi le France, Germany, and Italy 
drained America's  go ld reserves 
during the 1 960s, to persuade the 
Japanese to forego exchange of 
their growing dol lar reserves for 
gold .  It is not the Japanese way to 
enter i nto an open quarrel with the 
U ni ted States . Neither are the Japa
nese so fool i sh ,  however, as to enter 
the 1 980s without a substantial gold 
reserve. Well- in formed Japanese 
sources explain s imply that indiv id
ual wealth of  this sort is national 
wealth ,  whether i t  be in the back
yards of  Japanese farmers or in  the 
vaults of the central bank .  Should 
the government ask for i t ,  the Japa
nese population wi l l  happi ly turn 
their gold in  for low-interest, long
term government bonds, j ust as 
they d id in 1 947 .  

M oreover, the reported volume 
of Japanese gold purchases-97 
tons during the fi rst n ine months o f  
this year-reflects only part of what 
the Japanese have actua l ly bought .  
Relatively ins ign ificant buyers dur
ing the big 1 980 price run up, the 
Japanese are aware that this may be 
the last chance to purchase gold at a 
price less than the marginal  cost o f  
new gold production (or about 
$500 per ounce, accord ing to Con
sol idated Gold Fields) . Should the 
dol lar run into major troub le over 
the next year, as appears l i kely, the 
price would run up considerably 

further. 
On Oct . 2 1 ,  for example, Japa

nese brokerage firms placed a sev
era l-page adverti sement in  West 
Germany's leading dai ly,  the 
Frankfurter A llgemeine Zeitung, to 
argue to their German counterparts 
that the strong dol lar, "based on 
America ' s  trade surp lus  and lead
ing strategic role," was a thing of 
the past, and that other currencies, 
inc luding the mark ,  yen , and 
French franc wou ld slowly replace 
many of  the dol lar 's  functions .  But 
the Japanese are skeptical of the 
sort of pure "mu lti-currency" sys
tem that the Ban k for In ternational 
Settlements l i kes to talk about,  and 
expect the weakness of the dol lar to 
necessari ly lead to a fal lback onto 
gold .  

Therefore the  Japanese are en
gaging in  a gold-accumulation 
campaign a lmost without prece
dent in recent history . The 1 00  tons 
or so reported may reflect a l ittle 
more than half of the actual total s ,  
Japanese experts say ,  because Japa
nese Treasu ry reporting require
ments on gold purchases are ex
tremely lax . 

Furthermore, the cited figure 
reflects only the gold actua l ly im
ported into Japan . I t  does not in
clude purchases of  gold ,  gold 
shares , or gold mines and undevel
oped deposits by Japanese nation
als ,  including Japanese trading 
companies, i n  a dozen d i fferent 
areas of the world .  Actual purchas
es of gold by the Japanese this year 
probably amount to between $4 
and $5 b i l l ion at current market 
prices , thus perh aps $ 1 0  b i l l ion at 
the l ikely price one year from now. I 
would not be surprised i f  the Japa
nese were planning to mine gold on 
a sca le surpassed only by South 
Africa and Russia as wel l .  
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Business Briefs 

Fiscal Policy 

Four-year farm bills 
go to conference 

M ore than a month after the expiration 
o f  the 1 97 7  farm legis lati o n ,  two widely 
di ffering versions of a new farm bi l l  wi l l  
go to a Ho use-Senate conference that is  
expected to begi n  Nov.  4.  At press dead
line the Ho use had n amed its 1 7  confer
ees ,  but the Senate had yet to move.  
Ho use con ferees wil l  be j o i n ed by n i n e  
members o f  t h e  House Foreign Relations  
Comm ittee to work on the PL-480 " Food 
for Peace" port ion o f  the farm b i l l .  

T h e  Ho use fi n a l ly approved i t s  ver
sion o f  the fa rm b i l l  on Oct. 2 2 .  

T h e  administration q u i c k l y  con
demned the H ouse bi l l  as "a b udget
busting piece of legis lat ion , "  and threat
ened a veto if its support provis ions p re
vai l  in con ference. The Senate vers i o n ,  
passed i n  September, i s  acceptable to t h e  
adm i n i stratio n .  

T h e  most con trovers ia l  i ss ues to b e  
resol ved i n  con ference cen ter on the dairy 
program and crop loan-support pr ice 
and target-price leve ls .  The Senate b i l l  
sets dairy s upport-price level at t h e  p res
ent $ 13 . 1 0  per h undredweigh t ,  with pro
vis ions for annual  adj ustment between 70 
and 90 percent of  parity,  providing that 
program outlays do not  exceed $750 m i l 
l ion . The House b i l l  cal ls  for a $ 1 3 . 1 0  per 
hundredweight support price i n  1 982,  
which rises to at  least  $ 1 4 . 5 7  i n  1 98 3 .  

On the crop-loan a n d  target-pr ice 
programs the d ifferences are s ign i ficant .  
The wheat l o a n  rate a n d  target price i n  
t h e  Ho use b i l l  a r e  set a t  $ 3 . 5 5  and $4 . 20 
per bushel respect i vely;  and i n  the Senate 
b i l l  at $ 3 . 5 0  and $4.00. Corn rates are set 
at $2.65 and $2.90 - i n  th e  Ho use b i l l ,  a nd 
$2.50 and $2.70 i n  the Senate vers i o n .  

There wi l l  a l s o  b e  debate on t h e  pea
nut and sugar programs . Both were key 
elements in White House wheel i ng and 
deal ing for So uthern votes o n  the budget 
and tax package. 

Both b i l l s  a lso conta in  str ingent  
meat-i mport inspect ion standards, op
posed by the adm i n is trat ion for i nterfer
ing with free t rade. 
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The House Agriculture Comm ittee 
Chairman,  K i k a  de l a  Garza, denou nced 
the admi n istrat i o n ' s  "budget- b usting" 
charges . "The bi l l  i s  un der budget for 
fiscal  1 98 2 , "  he sa id ,  and po inted out  
that  the p roj ect ions  for the bi l l ' s  cost over 
the next fo u r  years-p und its l i k e  to say 
that the H ouse b i l l  will  cost $ 1 6  b i l l i o n  
whi le  the Senate b i l l  w i l l  c o s t  $ 1 0  
b i l l i o n-aren ' t  " fact ual . "  

Econometrics 

Forecaster warns 
Reagan against Volcker 

According to the win ner o f  the F i rst 
A n n ual Econ o m i c  Fo recast i n g  A ward, 
James L .  Pate,  "The m o n etary pol icy of 
the Federal R eserve a n d  the course of 
high i n terest rates wil l  determ i n e  the 
dept h and duration of the  econoinic 
downturn . The prese n t  excessively high 
level o f  interest rates i s  i n  d i rect confl ict 
with the President 's  econ o m ic p rogram . "  

I n  a pr ivate i n terview w i t h  EJR i n  
Was h i ngto n ,  where h e  recei ved t h i s  pres
t ig ious new award on Oct .  28, the Pen n 
z o i l  V ice- President a n d  Treasurer elabo
rated fu rther on h i s  publ ic wa rn i ngs to , 
the Pres ident .  " I  respect the  quasi- inde
pendence of the Federal Reserve System , 
but the ad m i n is trat ion has the right
i ndeed the o b l igat ion-to speak o ut with 
regard to monetary po l icy .  Paul  Volcker 
was n o t  elected . Pres ident Reagan was 
elected, i n  part for h i s  eco n o m i c  phi l oso
phy. So it i s  a m atter o f  legi t im ate con
cer n  i n  the White H o use whenever the 
Federal Reserve i s  pursui n g  pol icies that 
result  i n  i n terest rates that n u l l i fy the very 
th ings  the admin istrat ion i s  trying to 
achieve. I t  i s  not at al l  i m proper fo r the 
President or the Treasury Secretary to 
express such views . 

"The Federal Rese rve is a creature o f  
Congres s .  I t  i s  very crucial  to many peo
ple 's  l i ves and the Presi den t ' s  program . 
My view is s imply  that the p resent exces
s ively h igh i nterest rates are d ragg i n g the 
econ omy down deeper and deeper .  A s  
growth decl i n es ,  th is  j ust com pl i cates t h e  
problem s for the federal budget . "  

The s ign i fi cance o f  s u c h  advice com
ing from this source is  not only that 
Pate's  empir ical forecasts for the eco no
my were surpris ingly acc urate when 
those of the Pres ident 's  trusted eco nomic 
advisers-the same advi sers pushing 
contin ued s u pport for Volcker-are now 
publ icly recogn i zed as pathetic frauds,  
but also beca use Pate cons iders h i mself a 
very strong s uppo rter of the President's 
econo m ic progra m .  

Pate's predicti o n s  for the co m ing 
year? He to ld  EJR : " I  saw Volcker' s com
ments the other day,  and what he said is  
he p lans  t o  co n t i n ue t ight money.  I do 
think i nterest rates wi l l  rem a i n  high,  
though decl i n ing appreciably .  But  by my 
predict ions ,  they wil l  st i l l  be too h igh to 
al low a measure o f  success to the Pres i
dent's progra m . "  

Agriculture 

Farm income heads 
for all-time low 

Net fa rm i n come i n  1 980 dropped a ful l  
39 percent,  from $ 3 3  to $ 2 0  b i l l i o n ,  ac
cording to the USDA income and bal
ance-sheet stat ist ics for the year. Returns 
to operators were- s lashed by half, fro m  
$26 to $ 1 3  b i l l i o n  i n  1 980. 

The p l u nge in net farm i nco�e, the 
critical m a rg i n  o f  income from which 
new capital  i n vestments are drawn, i s  the 
resu l t  o f  a violent cost/price sq ueeze. 
Whi le  cash i ncome from farming 
dropped by $ 6  b i l l i o n ,  farm-production 
expen ditu res have cont i n ued to soar.  
Production expenses fo r 1 980 hi t  $ 1 30 . 7  
bi l l i o n ,  up 1 0  percent from 1 979 a n d  
d o u b l e  expendit ures for 1 973 . Fuel , fer
ti l izer,  and in terest ch arges increased the 
most .  

Sign i ficant ly ,  i nterest charges are 
now the s ingle largest cost component 
for farmers.  S i n ce the I 940s parity policy 
was d ismantled,  A m erican farmers have 
been forced to prod uce at below the cost 
of productio n ,  m ortgaging their equity 
to make up the d i fferen ce with borrowed 
capita l .  Today, producers have to rely on 
borrowed m o ney for 2 3  percen t of their 
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operating capital-compared to 5 percent 
j ust 10 years ago! . 

Proj ections for 1 98 1  net farm i ncome 
have been progressively reduced by 
USDA from the $30 b i l l ion to the $20 
bi l l ion  range. Production costs for the 
major crops are est i m ated to have risen 
another 1 5  percent ,  and crop prices have 
dropped sharply si nce the begin n i n g  of 
the year .  

I f  this  t rend holds ,  1 98 1  w i l l  be the  
second disastrous year i n  a row for 
A merican farmers , with real spendable 
i ncome per farm at the lowest level  s ince 
1 934.  

Foreign Exchange 

Currency controls 
predicted for Europe 

The election of left ist  govern ments i n  
Europe m ay accelerate the adoption o f  
exchange controls,  predicted David 
Sandberg, chief currency-m a n agement 
service economist  for Bankers Trust 
Bank Oct. 30. " F rance has already had 
several it.ems of exchange controls in ex-. i stence s ince M i tterrand was elected . U n 
t i l  a few weeks ago, ( I  haven ' t  checked 
since) a French company co uld not  buy 
any forward cover for currency, "  Sand
berg contin ued. "It  is  l i kely that other 
governments wil l  move to adopt. e

.
x

change co n tro ls if they elect SOCial ist  
governments .  Portugal is

. 
hold ing 

.
el�c

t ions soon and i t  l ooks  l ike  a Soci al ist  
wi l l  win there.  I n  G reece, exch ange con
trols w i l l  beco me necessary i f  the new 
Social ist  government o f  Greece fo l lows 
the program of M i tterrand of increas ing 
govern ment expenditures to i ncre�se em
ployment,  which tends to depreCiate the 
currency, un less exchange controls  are 
adopted ."  

Sandberg also said that exchange 
controls are l i kely in Brita i n .  "The gov
ernment i n  Britain announced last week 
that they are making an official  study on 
the need for exchange co ntrols to t ry to 
stop capital outflow . Of course, adopting 
exchange controls  m ay confl i ct with the 
ideology of M a rgaret Th atcher, but  she 
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may be thrown out  o f  government," he 
concluded .  

Transportation 

Burlington may abandon 
farm-service track 

Burl ington Northern Railroad Compa
ny, servi ng the West and Midwest ,  is 
push i ng for abandonment of 4 ,  1 60 of its 
24,600 m i les o f  track . Since 1 , 1 40 m i les 
of th reatened track age l ies i n  North Da
kota, farmers and o fficials  there are par
ticularly worried. 

North Dakota Agricult ure Commis
s ioner John Jo nes l ast  month met with 
the I n terstate Commerce Com m ission 
Chairman Reese Taylor ,  and has i n vited 
ICC and U S D A  officials  to the state to  
witness  the potent ia l  h a rm caused by 
l arge-scale abandonments .  

A fter Jan.  I ,  1 982,  the rai l road,  w h ich 
in 1 980 was separated fro m  its  7 . 5  m i l li o n  
acres o f  l a n d  and m i neral  rights by t h e  
creation o f  a h o l d i n g  company,  w i l l  press 
to abandon as m uch non-mai n l i n e  track 
as possi b le .  Without  the income from the 
land and m i neral r ights,  the rai lroad,  
though p rofitable,  can show many more 
l osses than in the past .  These losses , un
der provis ions o f  the Rai l  Act o f  1 980 can 
then be the bas is  for rapid abandonment 
of branch l i nes . 

I f  Burl i ngto n is a l l owed to abandon 
the 1 , 1 40 m i les o f  track in North Dakota,  
thousands o f  farmers wi l l  be left more 
than 50 m i les fro m  rai l  connect i o n s .  
S o m e  farmers w i l l  fi n d  themselves as 
much as 200 m i les fro m  the nearest rail  
term i n a l .  

I n  an O c t .  2 p u b l i c  hearing,  North 
Dakota Tax Commiss ion Kent Conrad 
said ,  " I  have fo und i n  ta lks  with many 
North Dakotans,  a fear that rai l  service 
has become a secon dary i nterest of Bur
l i n gton N o rthern and that the company 
consi ders mi neral development over rai l 
m a i n tenance when m a k i n g  i n vestment 
deci s ions .  This  th ing is  rea l ly heat ing up .  
Bur l ington N o rthern has been too arro
gant too long ."  

,Briefly 
• EDWARD HEATH, former 
British Prime M in i ster and top 
British i ntel l igence operative, an
n o u nced Oct . 28  that he i s  for m i ng 
a private I n ternat ional  Research 
and I ntel l i gence Service. Heath 
announced I R I S ,  which has  h i red 
1 20 former C I A  agents , w i l l  have 
access to  the C I A' s  computer i n  
Langley, V irgin i a ,  a n d  w i l l  sel l  i ts 
i n te l ligence to private companies . 

• ABDUL TAHER, chief of the 
Saudi state oil  company, Petrom
i n ,  told Japanese Pri m e  M i n ister 
Zen k o  Suzuki  that there "is a very 
bi g  role Japan can p lay i n  the cause 
of stabi l ity of the M i ddle East" by 
transferring i n d ustrial  tech nology 
to aid eco n o m ic stabi l i ty  i n  the 
area, aC'rordi!1g to J ij i  press. Taher 
v is i ted Japan Oct. 28 to prepare 
for a v is i t  to Tokyo by Saudi  
Crown Pri n ce Fahd.  

• THE JAPANESE government 
o f  Zen k o  Suzllki  announced 5 3  bi l 
l ion  yen ($250 m i l l ion)  worth of 
debt moratoria Oct.  29 on debts 
owed to Japan by the governments 
of M ad agascar, Senegal ,  Uganda, 
Zaire,  and Liberi a .  

• POLAND i s  m a k i ng prepara
t ions  to apply for membership i n  
t h e  I n ternation a l  M onetary Fund,  
according to Reuters on Oct.  28 .  

• TOHRU MOTO-OKA, pro fes
sor of engineering at the U n i versi
ty of Tokyo, revealed that the Jap
anese M i nistry o f  I nternational  
Trade and I n dustry wi l l  i n vest $50 
m i l l i o n  i n  the development of a 
fi fth-generation computer. I ts  
m a i n  use wi l l  be to i ncrease i ndus
t ri a l  effi ciency a n d  faci l i tate tool 
and production- l ine design . 

• THE SALOMON BROTH
ERS Center for the Study o f  Fi
n ancial  I nst i tut i o n s  has an
n o unced that  i t  wi l l  hold a con fer
enc<i Nov.  5-6 wi t� the t i t l�, "Cr!s
es i n  the Eco n o m i c  and Fmanclal  
Structure: B ub bles, B u sts ,  and 
Shocks ."  EIR wonders i f  Salomon 
Brothers is  expect ing Sal ly  Rand 
t o  show up.  
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How to transform 
U.S. schools: the 
curriculum question 
by Carol White 

The present cr is is  in education is the product o f  the pol icies of two decades, 
which have affected not on ly  fund ing but have vecto red what i s  taught away 
from trad i t iona l  curr icu l um .  The result  has shown on both s ides of the 
spectrum : in  the accelerat ing rate of  h igh school  dropouts ,  drug users, and 
funct iona l  i l l i terates; but a lso in  such comparat ive stat ist ics as those which 
match U . S .  performance in  mathematics and science education to those of 
the Soviet U n ion .  I s  i t  less than a n at iona l  emergency when the Soviet U n ion 
grad uates 300,000 engi neers and scient ists each year whi le  the U . S . has a 
fresh man-class enro l lment  o f  on ly 1 00,000, many of  whom are, i n  fact, 
foreign nat ionals  who plan to return to their nat ive lands? 

C lear ly someth ing m ust be done, and quick ly; but even were it possible ,  i t  
i s  i n  no wise adeq uate to merely un ravel the tangle :  to somehow get back to 
the s i tuat ion of U .S .  educat ion in  the immediate post-Sputn ik  per iod o f  the 
early s ixt ies ,  when , with government sponsorsh ip ,  mathematics ,  science,  and 
language educat ion flour ished .  I t  was precisely then that American education 
suffered i ts  gravest damage, with the system atic i n troduction of curr icu lum 
revi s ions such as the "new math . "  

When we  look at the courses in  l i feboat ethics, consumer economics,  sex 
educat ion, and conservat ion present ly being taught ,  we can a lmost sym pa
thize with the supporters of the Moral M aj ority who advocate a return to 
"basics" ; but such apparent pa l l iat ives are no answer to the chal lenge posed 
by the present Soviet success i n  trai n ing a grow ing scien t i fic e l i te .  Nor  should 
i t  be over looked that every Soviet  high-school  graduate m ust complete a two: 
year  cou rse in the ca lcu lus ,  a long with four  years of train ing in  physics,  th ree 
yea rs in chem ist ry, and other physical sciences . 

The post-Sputn ik  i m pulse to revi ta l ize curr icu la i n  the U n ited States was 
in i tself healthy: the problem was that the model for that revis ion was taken 
from the French st ruct ural ist  school-Jean Piaget-and Brit ish logical posi
t iv ism- Bertrand Russel l-when , i n  fact, the Un ited States had an appropri
ate model at hand, by reflect ing on the essent ia l  impetus to our  fus ion and 
space program s  given by scien t i sts e ither German-born or German -tra ined . 
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A sixth-grade student i'l New York City explains a model ofa magnetic-confinement nuclear fusion device. 
\ 

As Lyndon LaRouche wrote i n  the Aug .  I I , 1 98 1  
instal lment of h i s  EI R mi l i tary pol icy series, the German 
educationa l  system , prior to the 1 960s re forms o f  Wi l ly 
Brandt, was a model fo r the tra in ing of  youth . Th i s  
program ,  properly associated wi th  the  name of  Wi l he lm 
von Humboldt , had a century-and-a-ha l f  record of  un
paral leled success, not on ly  in  producing gen ius ,  but also 
a cadre of scientists and engi neers capable o f  enr iching 
the discoveries of gen iuses such as Bernhard Rieman n .  

By the t ime of  the Fi rst World War,  8 percent o f  
German youth who had graduated from gymnasia (aca
demic secondary sch ools) ,  had received an i ntens ive ed
ucat ion centered aro und the study of the Greek lan
guage, physical geometry, classical poetry and drama, 
and universa l  hi sto ry , taught by the ed ucators o f  the 
,standard o f  the best univers i ty pro fessors . I t  would have 
been 12 percent, but post-world-war attri t ion ;  none
theless, up unti l 20 years ago, German gymnas ia  sti l l  
operated under a curricu lum modeled on t h e  Humbo ldt 
educat ional  reforms.  and today there is  a movement 
under way in  Germany to restore the curr icu lum and 
revoke the Brandt l iberal ization of  educat ional  stand
ards .  

The key to reversi ng the  present d isastrous trend in  
American educat ion is  to be found in  the core commit
ment of the Humboldt curricu lum to the study o f  lan
guage, and part icu larly Greek ,  as the  repository and 
generator of the  capacity for concept-format io n .  

A person w h o  cannot articul ate h i s  or her thought,  to 
that extent can not th in k .  A .ch i ld exposed to rock m usic,  
pornography, and the banal i t ies of  televi s ion program-
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m i ng, and their  reflect ion i n  the schools under the guise 
of  popular culture, i s  doubly deprived: he or she is 
cont in uously exposed to the articu lat ion o f  gibberish or 
worse, but he is also being den ied access to the h istory 
and accompl i shments of  civ i l ization by which to gauge 
h imself mora l ly, as well as funct ional ly .  

' 

The study of  Engl i sh  through the medium of the 
K ing James Bible, the plays and poetry of  Shakespeare, 
the writ i ngs o f  M i lton , and the writ ings of  Benjamin 
Frank l i n ,  Alexander Hami l ton , George Washington, 
and Abraham L incoln-to give on ly a partial l i st-m ust 
become the core of the high-school curricu lum . Every 
ch i ld  m ust be o ffered , as wel l ,  the opport unity to master 
the Greek language and its poetical and scient ific writ
ings in order to appreciate how Greek developed in 
conceptual r ichness, as the thought of that people 
emerged from the time of  Homer to P lato . At least one 
m odern language should also be taught .  

I f  language i s  taught properly, it impl ies the study of  
h i story, for example,  through the  mediu m  of  the p lays of  
Friedrich Sch i l ler and Wi l l i am Shakespeare; but  every 
student m ust know the sweep of h i story, as well as grasp 
i n -depth knowledge of  American h i story . Again , i f prop
erly taught, the study of  the topo logy of language, the 
man i fold degrees of freedom expressed by its moods,  
cases, tenses ,  and vo ices, i s  a prerequ isite to a deep 
understanding of the l anguages of physical geometry . 

I f  we are to maintain our publ ic  schools-and we 
m ust-it is not enough  merely to restore our schools .  We 
must g ive our  youth the moral too l s  necessary to rebui ld 
the natio n .  
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Federal fun�ng's 
twisted history 
by Freyda Greenberg 

Cuts i n  the federal budget during the current administra
tion have focused attention on the nation' s  ability and 
commitment to provide education . Fiscal austerity at the 
federal, state, and local levels now poses the frank ques
tion ,  "Wil l  American public schools close their doors?" 

I t  would be a mistake, however , to blame the Reagan 
pol icy for destroying, in one fel l  swoop, the largest free 
public education system in the history of  mankind .  I t  
would also be a mistake t o  succumb t o  t h e  mytho logy 
perpetrated by "budgetary experts" l ike O M B  Director 
David Stockman,  that "human services" be subordinate 
to the "cold, hard rea lit ies" of economic tides. The 
principles on which the United States was founded make 
most emphatic the responsibi l ity of the government to 
promote the well-being of the population in  the present 
generation and the generations to come.  If Mr .  Stock
man's economic pol icies violate those principles , then h is  
economic policies are wrong . 

Postwar decline 
In 1 958 ,  the National Defense Education Act 

(NDEA) was inst ituted . The shortcomings of the U .S .  
education system were properly seen as a threat to 
national security, and grants were provided for 'the 
improvement of natural -science and foreign-language 
education.  These grants were "categorical" in the sense 
that funding was provided for stipulated subjects-the 
aim being to produce scientists, engineers, and teachers . 

I n  1 965,  however, the "Great Society" planners 
altered the meaning of "categoricaL" Instead of stipu
lated ed ucational subject-matter and content ,  aid was 
directed to categories of the population deemed disad
vantaged , ranging from minori ti.es to handicapped . 
Financial ly strapped school districts, i n  order to receive 
federal aid ,  li tera lly had to sh ift funds out of educational 
programs and into "special programs" amounting to 
social work for the disadvantaged part of  the student 
body, because these programs were now mandated by 
federal law, whi le math , science, foreign languages , 
music,  and other subjects that are the heart of education 
were not .  As economic -difficult ies deepened , the social 
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work programs cou ld not be cut, so science, math , and 
so forth were . 

By the m id- 1 970s, a crisis became apparent as studies 
documented a decl ine in the performance of publ ic
school graduates . It was found that by 1 975 ,  twelve out 
of one hundred 1 7-year-olds were functional ly i l l i terate. 
In  1 975 ,  on ly 53 percent of  1 7-year-o lds knew that each 
state had two Senators and that the President did not 
appoint the Congress .  

During the same period, on ly 20 years after NDEA 
was enacted , concern for educational excel lence was 
superseded by concern about whether chi ldren would 
return from school each day . A 1 977 Department of 
Health, Education and Welfare survey of  vio lence found 
that a l though chi ldren spent 25  percent of their  waking 
hours in  school ,  40 percent o f  robberies and 36  percent 
o f  assau l ts on teens occurred i n  school . 

Plum meting career aspirations ,  an expanding drug 
subculture , and low educational standards had com
bined to make school the m ost dangero us p lace for a 
chi ld to be . Such studies on ly con firmed what parents 
and teachers across the country a l ready knew: we have 
come a long way down in a very short t ime. 

The causes 
There were two reasons for America 's  educational 

decay in  the wake of  the 1 95 8  recession . One was the 
deepening industrial decl ine, which consistendy eroded 
the tax base at the local level . The second was the 
deliberate subversion of school curricu la,  partly by 
means of federal aid itsel f. 

The period into the 1 960s was characterized by a 
great demand for education .  Eyes were focused on a 
record percentage of col lege-bound chi ldren . NDEA 
contin ued to provide improvements in laboratory sci
ence and foreign languages and l ibraries through cate
gorical grants in  these areas. 

At the local leve l ,  economic conditions were such 
that voters read i ly approved school bond-issues to· 
improve education . There was no unemployment 
among, but rather a great shortage of, teachers, engi
neers , mathematicians and scientists. 

Then came Lyndon Johnson,  the "Great Society," 
and the Elementary and Secondary Education Act 
(ESEA) of  1 9Q5 .  The problem with the "Great Society" 
in  general was that, true to its design by "post-industrial 
society" archi tects, i t  worked against capital formation 
and the growth of basic industry , against broad-based 
scient ific and technological progress for the nation .  I n  
the same way, ESEA worked against educational excel
lence . 

Contrary to some, the problem was not too much 
federal funding,  nor federal funding itse lf. The problem 
was that the Joh nson admin istration used federal fund
ing to t ransform the schools from centers of educat ion 
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into centers o f  socia l-we l fa re work . ES E A  focused fed
era l aid away from the  essen t i a l  educa t iona l  curr icula 
emphasi zed by the N D E A ,  and gave gran ts fo r spec ia l  
programs targeted on speci fi c  categor ies of  the  popula
t ion :  handicapped , minor i t ies ,  un der-ach ievers, those 
with speech de fects ,  and so fort h .  

A t  t h e  sa me t i me, amendmen t s  added t o  t h e  N D EA 
itself i n  1965 subverted the purpose of  i ts  categorical 
grants for science and fore ign l anguages, by adding 
"other crit ica l subject s ."  As econom i c  d i fficu l t i es wors
ened , science, math and fore ign languages were subject 
to budget cutt ing ,  lack i ng  the protect ion N DEA might 
have provided pr ior  t o the "Great Society" amend
ments. 

Economic  condi t ions were worsen i ng  steadi ly .  I n
dustri al contraction , e rod ing l ocal property-tax bases, 

An emergency proposal 

TheJollowing legislation lyaS drafled by EIR Economics 
Editor David Goldman Jor the National Democratic 
"Policy Committee. a political action committee whose 
adVisory board is chaired by EIR founder Lyndon H. 
LaRouche. Jr. 

Be it reso lved i n  the House of  Representatives and 

Senate of the U n ited States assemb led that th is act 
shall be known as the N at iona l  Education Emergency 
Act of 1 98 1 .  

Findings 
Congress finds: 
I )  That the financi a l  cond it ion o f  state and mun ic

ipal govern ments across the U nited States is at a poi n t  
of crisis without  preceden t s i nce the decade of the 
1930s; 

2) That the financi a l cris is  o f m u n icipal ities and 
entities thereof responsible for ed ucat i o n  threatens the 
nation's capacity to raise a new generat ion with the 
outlook, skill ,  and goals  expected of Americans; 

3) That the mass closing of schools ,  fir ing of 
teachers, and delaying of  schoo l-system openings con
sti tues a grave, i m med i a te. and into l erable threat to 
the welfare of this nat ion;  

4) That the present condit ions of  municipal  fi
nances have led to a nat ional  educational emergency; 

5) That although the solut ion to the educational 
crisis lies broadly in a nat iona l  economic recovery 
program, the emergency n at u re of present conditions 
demands immediate act ion on the part of the Congress 
of the Un ited States . 

EIR November 10, 198 1  

cut i n to school  budgets . The Nixon admin istration ' s  
federal reven ue-sh ar ing sh i fted adm i n istrative responsi
b i l i t y  more heav i ly  to states where tax revenues were 
con t i nu ing to su ffer .  I n  the same year , on ly  47 percent 
o f  school  bond issues were approved,  compared to an 
average of  72  to 74 percent  throughout the 1 960s . 

Begi nn ing in 1969, capital  out lays for educat ion , as 
a percentage of  local , state, and federa l expen ditures, 
fel l  fro m a 1950s average of 20 percent to 1 1. 5 percent .  
By 1977 ,  i t was down to 6 . 5  percen t . I n struct iona l  costs, 
reflect ing the peak in  teachers' sa laries ,  rose to their a l l 
t i me high of  58 .6 percent i n  197 1-72 .  Ou t lays for 
physical  maintenance increased i n  the same period: 
fixed expenses for plant ma in tenance , fuel  and so forth 
increased from 5 . 8  percent  i n  1959-60 to 8 . 5  percent in  
197 1-72 ,  and  to 1 1 . 5  percent i n  1977-7 8 .  Other service 

Title 1. Determination of Crisis Conditions. 
Section I. The Secretary of Education shall accept 

representations  from duly organized School Districts 
that a "state of crisis" be declared for such Districts. 

Section 2. A State of Crisis shall be defined as a 
condition in which the absence of financial resources 
will com pel School Districts to eliminate major por
tions of educat ional serv ices, defined as closing of 
schools or firing o f  teachers. 

Section 3. Th e Secretary of Education shall declare 
a School District to be i n '  a "state of crisis" upon 
determination that such School District's inability to 
obtain financial resources is due to circumstances 
outside the District's control .  Such circumstances 
shall be l im ited to reductions in state or federal aid to 
ed ucation ,  inability to raise local taxes through refer
enda, and inabi l ity to obtain credits through the pri
vate financia l  markets .  

Title 2. Loan Guarantee. 
Section 1. Upon such determination of a "state of 

crisis," the Secretary of Education shall duly forward 
his determ ination to the Secretary of Treasury , includ
ing a statement of the School District's financial short
fall for the current educational year . 

Section 2. The Secretary of Treasury shall author
ize a Gu arantee by the Department of Treasury of a 
new bond fl otation by the cited School District, to the 
amount of the shortfal l  determined by the Secretary 
of Education, and of maturity of not less than two 
years following the commencement of the current 
ed ucation year , and with the full faith and credit of 
the Government of the United States , 
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expenditures grew from 6.6 percent i n  1 959-60 to 8 .4 
percent in 1 977-78 . 

Just how Great Society federal aid for education 
worked to undermine the school system under these 
conditions is exemplified by the Education for Al l  
Handicapped Children Act of 1 97 5 .  The act mandates a 
"free appropriate public education" for a gradual ly 
increasing percentage of handicapped chi ldren, until al l  
were served within five years. The federal government 
was to pick up an increasing percentage of  the tab, 1 0  
percent in  1 979, increasing t o  40 percent b y  1 982.  (The 
Ford administration fel l  behind,  and when J immy Car
ter authorized $875 m il l ion,  it  came to only 12 percent  
in 1 980, when it should have been 20 percent .)  

What does it mean for a local school district ° to be 
required by law to provide "a free appropriate publ ic 
education" to al l  handicapped? The law reads that the 
states and localities must provide a "free appropriate 
public education" for some 8 mil l ion handicapped 
children in the U.S .  

The discussion at  the local level thus  proceeds: "We 
have x amount of revenues, we must by law fund the 
following programs. That leaves y amount of revenue. 
We will have to cut programs the law does not require." 
As revenues have declined, the laws have stayed the 
same, and the cost of implementing the laws has in
creased. 

The effects of such "federal aid to education" were 
indicated in a study by Beryl Wel lborn , a professor at 
Grinnell College, who examined the effect of revenue 
shortages on the curricula of 76 percent of Iowa's  publ ic 
schools. He found that cuts were applied to art ,  music, 
classes for the gifted, physical education , advanced 
literature, libraries, advanced science, and mathymatics. 
The effects on math and science, he concluded, would 
be devastating.  

Thus, in a period of economic crisis,  schools were 
forced to make a tradeoff between necessary programs 
for the handicapped and basic educational necessities. 

Ironically, when federal a id to education passed 
through Congress under the Great Society, i t  was with 
the pledge that curricula were to be kept the business of 
the local school districts . In fact, i n  ways 'typified by the 
"handicapped" act, federal grants did more to shape
and destroy-educational curricula than any other s in
gle influence in the history of American education .  

The Reagan shak-eout 
The destructive influence of such aid is compounded 

in two ways by the Stockman budget . First, by el iminat
ing categorical grants of many types in  favor of "block 
grants," tf.te administration has forfei ted its responsibi l 
ity to ensure adequate funding of those educational  
programs most urgent to national well-being, yet most 
deeply eroded-science, education , foreign-language 
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study ,  and so forth . 
Second,  some cutbacks in federal a id do not lessen 

legal st ipulations for local school board "social-wel
fare" programs.  Thus, President Reagan is  proposing 
to cut the federal port ion of Aid to the Handicapped 
funding to $7 37.6 mil l ion from $875 mi l l ion , which was 
i tself  8 percent short of federal contributions required 
by the origi�al legislation .  Whi le Congress raised the 
figure back to $900 mi l l ion in  Ju ly ,  the present contin
uing resol ution brings i t  back down to the $875 mil lion ,  
not counting probable reductions o f  12  percent now 
under discussion .  Yet ,  states and loca l  schoo l boards 
are sti l l  required to provide handicapped educat ion at 
the same level as before !  

Under the block grant procedure, some 4 0  smal ler 
federal categorical grants have been consolidated into a 
few lump sums,  with admin istrative di scretion turned 
over to l ocal officials .  The l ump sum amounts to a 25 
percent cut across the board. Sources in Congress and 
the soon-to-be-disso lved Department of Education pre
dict that the block grants achieved through the Consol
idated Ed ucation Act of 1 98 1  are a foot i n  the door for 
consolidation of al l  federal education  spending.  

What's wrong was shown by administrative react ion 
to one Congressman's  in itiative on beha lf  of  education .  
Pau l  S imon (0-1 1 1 . ) ,  declaring tha t  "where there is  a 
need, we have to meet it ," is sponsoring a bi l l  to provide 
$87 mi l l ion annual ly for foreign- language study in 
schools and col leges . C IA Deputy Director Bobby R. 
Innian had testi fied before a subcommittee of  the House 
Education Committee that the nation's "rapidly deteri
orating" foreign-language capabi l ity was having an 
"adverse impact" on national security. 

0 

Education Secretary Terrel l  Bell ,  however, declared 
his  opposition to the legislation in a letter to the 
subcommittee, citing "budgetary constraints," and 
"phi losophical 0 disagreement" with such a categorical 
grant in an age of b lock grants. 

The Friedmanite approach 
On the state level ,  the tax l imitation movement that 

brought us Proposi tion 1 3  in  Cal i fornia and Proposition 
2 1/2 i n  Massachusetts , among numerous other actions, 
is  being used against the American system of  educa
tion-manipulating responses to economic decline, and 
destroyi ng the basis for economic progress, namely, a 
wel l-educated labor  force . Cal ifornia enacted Proposi
tion 1 3  in  1 978  when the state boasted a mult ib i l l ion
dollar surplus. Today, the surplus is  gone, with the state 
garnering $2 . 5  bi l l ion less in tax revenues a year.  The 
effect of M assach usetts' Proposition 2 1/2 was f�lt im
mediate ly . The Gity of Boston alone lost $600 mil l ion 
this year . Boston has laid off 25 percent of  its teachers 
and closed 1 5  percent of its schools .  

Mi l ton Friedman et a l .  j ump in  next to propose that 
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i f  the  p u b l ic sector cannot  prov ide educat ion ,  the "pr i 
vate  sector" can .  The same " p r iva t i za t ion " l ies  beh ind  
Sen . Dan ie l  M o y n i h a n ' s  i n s id ious tu i t i on  tax-credi t  
proposa l concern ing  federa l  subs id izat ion  for pr ivate 
and paroc h i a l  schoo l i ng .  The  bi l l  i s  based on  a l i e :  the 
c la im that  a net m igra t ion  of  s tudents  from pub l i c  to 
pri vate schools  i s  occurri n g .  Even were th i s  t rue ,  M oy
n ihan ' s  b i l l  would on ly acce lerate the  t ren d ,  rather  than 
address t he  problems of  A m e rica 's  p u b l ic-schoo l  sys
tem . H o wever,  wh i le it is the  case that pub l ic-schoo l  
enro l lments  a re  dec l i n i ng ,  there i s  abso lu te ly  no  corre
spond ing  i nc rease in pr i vate-schoo l  en ro l l m en t .  (S l owed 
popu lat ion  growth and an acce lerat i ng d ropout  rate i n  
major  U . S .  ci t ies m a y  acco u n t  fo r t h i s . )  M oy n i h a n ,  one  
of  Dav id  Stock man ' s  or ig i n a l  patro n s  and a Socia l i s t  
I nternat iona l  operat ive turned " neo-conservat ive , "  
wou ld  t herefore seek  to initia te a n  exodus fro m  the 
publ ic  schoo l s .  

'Compulsory schooling 
is a thing oj the past' 
Ed ucation vo uchers are being touted as a scheme that 
will "solve" the current d i lem ma of fin ancing ed uca
t ion-im proving ed ucation an d saving mo ney . The 
proposa l wo u ld rep l ace publ ic  financing with a pol icy 
of issuing vouchers to fam i l ies for their  school-aged 

ch i ldren . The fam i ly then choses w h ich schoo l ,  pri vate 

or pub l ic , they wish to send thei r chi ldren to.  Schoo ls 
wou l d vie for enro l l me n ts, and the bureaucracies in
volved i n  disse m i n ati ng fu n ds t o  p ub l ic schoo ls wou ld  

be e l i m i nated . According to the Education Voucher 
Inst i t ute ( EV I ), wh ich prom otes bot h  the vouchers 

and its sister "foot in the door" p l an for t uition tax 

credits, "princ iples of free en terprise" wou ld thus  lead 
to "a superior system of q u a l i ty education . "  

Voucher advocates, w h o  include M i lto n  Fried

m a n ,  poi n t  to the enormous  sav in gs thei r p lan wi l l  
prov ide . Where an n ua l costs per student i n  pub l ic 
educa tion now average between $2,000 and  $3.000 per 
year, (Bosto n school s  spend $4,000 per st uden t per 

year,)  Fr iedman et a l .  cal l  atten t ion to a figure of $750 

per year per student  i n  p riva te sch ools .  I f  this  is so,  the 

voucher propo ne nts argue, then a $ 1 ,000 or  $ 1 ,200 

per year vo ucher would lead to tremen d o us sav ings . I t  
wou ld in  fact d o  m uch more .  I n  an interview made 
ava i lab le to EI R. the Director '  of the M ich igan-based 

EVI ,  Dr. Fran k Fortkamp, expounded o n  how the 
plan would  end America ' s  comp u l sory educat ion 
system . 
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Such "pr ivat izat ion"  i s  a l so be ing  promoted by the 
a dvocates o f  P ropos i t ion  1 3  in C a l i forn i a . This "sys
tem "  is comp rised of  g lor i fied daycare centers us ing  
abando ned schoo l  b u i l d ings ,  church basements ,  and the 
l i k e, staffed by "parapro fess iona l s" and l a id -off teach
ers-at 20 percent  lower wages . F i re and safety codes 
are met, b ut educat i o n  is wh atever the assemb led staff 
decides t o  provide . 

Such proposa I s ,  as EI R Eco n o m ics Editor Dav id  
Goldman i mp l ies  i n  the accompany ing draft l eg is la t io n ,  
are i ndeed a threat t o  A merica' s na t iona l  secur i ty .  Free 
u n i versa l  compu l sory p u b l ic educat ion i s  not  a n  inc i 
dent a l  feature o f  a n at ion-sta te: i t  i s  essen t i a l  to  prov ide 
the percentages o f  sci en t i sts  a n d  tech n ic ians ,  and  the 
qua l i ty  o f  popU la t ion  that  can  ass i m i l ate the  sc ient i fic 
dnd tech n o l og i ca l  p rogress ,  and the patr iot ic  com m i t
men t ,  upon wh ich  a na t ion  depends .  I f  th i s  system IS  
destroyed, A merica i tse l f  wi l l  soon fo l l ow .  

Q:  Under the voucher plan, won't certain schools go 
bankrupt if famil ies chose not to patron ize them? 
A :  Sure! But new schools wi l l  be set up, teachers will 
wise up and start new schools. They'll say ,  "Look 
there a re 500 students in that apartment building, they 
each have a $ 1 ,000 voucher, that's $500,000 for us to 

start a school." They'll find a church basement, get 
local people to help with t he jan itor work, brown-bag 
it instead o f  cafeterias, an d they' l l have a school.  

Q: What about standards? 
A :  Compulsory educ at ion is a thing of the past. , . .  
Our public schoo l system may have been appropriate 
to the industrial revo lution of the 1 800s but it is not 
appropriate for the new technological revolution . 

Q:  Do you mean more com puterized ed ucation? 

A :  The pa rents and the job market will set the stand
ards . . . . The h ome education movement is growing, 
co m p u l sory education i s  n ot en fo rced ; parents, even 
amuen t ones, are leavi ng their chi ldren at storefron t  
centers to learn on computer termi nals . , . that's the 
ed ucation these ch i ldren need today . . . . Our public 
school system is boring, uninteresting, 
Q :  Where d o  you foresee break i ng through on this 
proposa l? 
A :  In systems that are belly-up l ike in M ichigan . Why 
do you t h i n k  we located here? The Boston Finance 
Com m i ss io n has a co m m i t tee on vouchers . . . .  We' re 
not compari ng our proposa l wi th a functioning p u b l ic 
educat i on system . I n severa l years, there won ' t  be a 
system . 
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A Case Study 

Urban education: the econolnics 
of Philadelphia's school crisis 
by Stephen Parsons 

On the 1 6th day of the Phi ladelphia school strike, three 
prominent official s  from the City of Brotherly Love held 
a quiet luncheon meeting in New York with Felix Roha
tyn . .  

The ostensible topic of discussion among Rohatyn 
and M ayor Wil l iam Green , Ci ty  Representative Richard 
Doran and Finance Director Edward De Seve on Sept. 
25 was how to put together a financing package to 
"save" the Phi ladelphia school system . But the actual 
purpose of the meeting was to ensure that Philadelphia's 
schools would get the Big MAC treatment from Roha
tyn .  

What both Rohatyn and  Phi ladelphia's financier el ite 
are demanding is that Green set up an "independent" 

Figure 1 
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school fiscal agency, modeled on New York City's M u
nicipal Assistance Corporation ("Big MAC") and the 
Chicago School Finance Aut hority, that would force the 
school district to implement savage austerity under the 
rubric of " l iving within its means ."  The bottom l ine 
would be the final  destruction of  Philadelphia's  battered 
school system , as wel l  as the disenfranchisement of the 
tradit ional School Board and a further shi.sh in the l iving 
standards of  teachers and other publ ic employees . 

, 
The school strike 

The Phi ladelphia school district ended its 1 980-8 1 
fiscal year with a $7 1 mi l l ion deficit, which the Board of 
Education attributes almost ent irely to state underfund
ing of mandated Special  Education programs over the ' 

past two years .  Despite extensive staff and teacher 
reductions s ince 1 977 ,  and the inclusion of a formula in 
the current teacher contract which has permitted the 
e l imination of hundreds of positions due to decl in ing 
student enrol lment, the district faced an additional $ 1 52 
mi l l ion budget gap for this school year .  

In M arch , School Superintendent M ichael P.  Mar
case warned that i f  the city would not " l ive up to i ts 
commitment to seek funds to finance the teacher con
tract" and the state would not "meet its l egal and moral 
commitment to the handicapped chi ldren of Ph iladel
phia ,  . . .  we wi l l  have no alternative but to recommend 
massive and devastat ing budget cuts that win violate 
contractual , court, and legislative mandates, and a l l  but 
para lyze the school system ." 

But with both the c i ty and state unwi l l ing to provide 
extra funding and facing thei r own share of  a combina
tion of stagnating revenues, skyrocketing inflationary 
costs , and federal revenue-sharing and  categorical aid 
rescisions, the district reluctantly instituted drastic 
budget cuts of between 1 5  and 20 percent .  When 
in flation is figured in, the cuts would actual ly amount 
to 25 to 30 percent .  

The Board announced that i t  was laying off 3,500 of  
the district's 26,000 employees-mostly teachers-de
spite a no-layoff clause in its contract with the 22,000-

. member Phi ladelphia Federation of Teachers (PFT). I n  
addition ,  i t  rescinded the scheduled 1 0  percent salary 
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increase it had previously negotiated with the teachers
who had already deferred any wage h ike unti l this 
school year. The Board also cal led for a three-student 
increase in class size and the drastic reduction of  teacher 
preparation time. 

Faced with a clear breach of contract and what 
Marcase warned would be the virtual destruction of 
education, the PFT went on strike Sept .  8 and stayed 
out for 50 days . The strike ended Oct. 27 when a three
j udge panel in Com monwealth Court modified a lower
court inj unction ordering the teachers to return to work . 
While upholdi ng the orig inal  back-to-work order, the 
panel st ipulated that the union is covered by last year's . 
contract, a move that effectively reinstates the 3 ,500 
laid-off employees . 

Although the logjam has been temporari ly broken 
with the court rul ing, the question of  funding is sti l l  
very m uch unreso lved . 

The truth about salaries 
Mayor Green and the Phi ladelph ia  financier el ite 

vociferously blame the district's financial  p l ight on the 
teachers-"the highest paid in the world," they say . 
Whi le it is certa inly true that the PFT's salary increases 
comprise the largest s ingle component of the $223 
mi l l ion deficit, and that personnel expenditures are the 
largest budget item , i t  is  fa lse and incompetent to pin 
the district 's  problems on either the teachers or Board 
of  Education . 

As Figure I demonstrates, whi le the average teach
er's salary has nearly tripled since 1 970, last year a 

Figure 2 
General Fund expenditures : 
Constant dollars 
(mil l ions of dollars; 1 967 = 1 (0) 
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FiRure 3 
Allocation of General Fund expenditures 
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teacher actual ly made only 2 percent more than in  
1 970-and 1 5 .8 percent less than  1 972's  peak-once 
inflation is considered. Even i f  the teachers win their 1 0  
percent salary increase th is  year, the average teacher 
wi l l  earn on ly $8 ,700 to $9,000 in 1 967 dol lars�lO 
percent below the  1 972 figure. 

I ndividual teachers have, o f  course, i ncreased their 
real wages over the years by advancing through the 
system's  I I -step pay scale .  But once they reach the top 
pay grade after I I  years, they lose real i ncome. Last 
year ,  teachers with a M asters degree who had I I years 
or  more sen iority, earned 20 percent less than they did 
i n  1 972 and 1 973 ,  i n  constant dol lar terms . 

Administrators have not  even fared this wel l .  A 
"664-leve l" director at the top pay grade, for example, 
earned j ust under $20,000 in  1 969, in constant dol lars. 
This year, he wi l l  earn less than $ 1 3 ,000-a 35 percent 
cut-and has lost money a lmost annual ly .  

The s i tuation is even worse at lower and entry-level 
pay grades .  If our "664-level" director were starting this 
year at his new' posit ion,  he would receive only $ 1 1 , 500 
in  1 967 dol lars .  A fi rst-year teacher with a Masters 
degree probably wouldn't  bother: he would get on ly 
$3 ,660 ! 

City officials m ight l ike  to trot out  current dol lar 
charts to show how education expenditures and person-
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nel costs are "out of control ."  But Figures 2 and 3 show 
a very d ifferent reality . W hen inflation is taken into 
account, total expenditures have fal len I I  percent from 
the 1 97 7  h igh ,  and would rise only slightly th i s  year 
even with ful l  budget funding .  Salaries and wages 
peaked in 1 972 and have fal len 20 percent s ince then. I f  
the proposed budget cuts are effected, expend itures 
would be s lashed 20 percent from 1 980 levels, and more 
than 25  percent from the peak ;  salaries would plummet 
44 percent below 1 980, and over 50 percent from the 
1 972 peak ! 

Moreover, salaries and personal services ( i . e . ,  salar
ies plus benefits) expenditures have decl ined sharply as 
a percentage of education expenditures (Figure 3 ) .  I n  
1 968 salaries and total personal services comprised 79 
percent and 85 percent ,  respectively, of  all costs .  U nder 
the original 1 982 budget proposal ,  that would fal l  to 
only 56 percent and 69 percent .  With the cuts enforced, 
they would s ink to only 42 percent and 5 1  percent .  And 
the greatly bal lyhooed "employee benefits perks" have 
risen only from 8 percent to less than 1 2  percent of  total 
expenditures in  1 3  years. 

The revenue plunge 
The chief cause of the school district's financial  crisis 

i s  the fal l  i n  constant-do l lar revenue, and especial ly 
Philadelphia's local tax receipts. Mayor Green and the 
news media m ight exclaim al l  they want about how 
much money is  pumped in to the school system; but in 
reality i t  is the relative stagnation of  revenues in the face 
of soaring inflation that has precipitated the crisis .  Fig
ure 4 shows why. 

Fillure 4 
Philadelphia School District revenues : 
Constant dollars 
(mi l l ions of dollars; 1 967 = 1 (0) 

S400 

300 

200 

Pea k :  S3ZZ.6 mill ion 

____ l'o�,111 Sf II'. (II 
R ""'S I56.11 million 

"'- _ __ .!Il.!'�.!tat� sa . 
1--__ ===:::...---'-----....,...- - _".!!.d!SHIfI.9 million 100 Pea k :  S I ZO.2 mill ion I.oca, r

e
o' SII4.Z mill ion 

Pea k :  SSII.O million e
n". $49.9 million � I nlermediale unil funds 

I moslly slale l o L-____________________________ __ 
1968 70 72 

26 Special Report 

74 76 78 80 82 (est . )  

Figure S 
Proportion of Philadelphia 
School District revenues 
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Since its peak of $323 mi l l ion in 1 978 ,  by the end of  
the  1 982 fiscal year revenues wi l l  have pl unged by  25 
percent or  more in 1 967 dol lars. This has coincided with 
sharp , i nflationary pressure on the cost side, where 
expenses have zoomed, especia l ly non-salary expenses . 

Both the city and school district have been in a 
revenue bind s ince the 1 960s. S ince 1 968 ,  the peak years 
for local reven ues have been on ly about 1 0  percent 
higher than that year ( in constant dol lars), and now 
revenue i s  2 1  percent lower. Increasingly s ince then , the 
slack has been taken up by the state, wh ich has increased 
its funding nearly 600 percent in nominal  dol lars, and 
over 1 00 percent In  constant  do l lars .  The local share of 
school funding has gone from 59 to 35  percent, whi le 
the state' s share has increased from 38  to 65 percent 
(Figure 5 ) .  

S ince 1 978 ,  however, the  increase in  state funding 
has fa l len far short of  in flation ,  its subsidies decl in ing 
20 percent i n  constant dol lars, as local revenues plunged 
30 percent .  Whi le the city of Phi ladelphia's  revenues can 
barely keep pace with i ts sharply cut-back obligations, 
the city coffers hardly have much to spare for a school 
bai lout . 

The increased dependence on state funding has also 
resu l ted in a major shift of  emphasis in public education . 
As Figures 4-5 show, the largely state-funded Special  
Education component of school expenditures-which 
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, includes educat ion for the handicapped, vocational ed
ucation, and other programs-has risen to over 20 
percent of the budget, whi le state subsidies for regu lar 
education have fa l len , 

This has forced a de facto shift of teachers from the 
regular classroom into these programs.  Moreover, be
cause state and federa'i law mandates open-ended fund
ing for Special Educat ion,  there has been a tendency to 
great ly increase student enro l lment-and hence, teach
ers and administrators-in these programs .  

Thus ,  in 1 978 and 1 979, as  both expenditures and 
revenues began their  precipitous decl ines in rea l  do l lar 
terms,  Special Education enro l lment doubled from 
1 1 ,600 students to  23 ,000. The n umber of "learning 
disabled" students suddenly went from 50 1 in  1 977 ,  to 
1 ,582 in 1 978 ,  and 2,668 in 1 979 .  In  1 978 ,  those labeled 
"detention" and 

'
' 'retarded educable/emotional ly dis

turbed" increased from 57 1 to 6 ,82 1 .  

Why revenue has dropped 
It is clear why the revenues of both Philadelphia and 

the school district have dropped in real-dol lar terms . As 
in  New York City and other large urban centers , 

. employment in Phi ladelphia has p lunged d isastrously ,  
with the heaviest decl ine in the productive sectors of 
manufacturing, construction and transportation (Figure 
6) .  On a proport ional  basis, Phi ladelphia has been hit 
even harder than New York,  with total employment 
since 1 970 dropping 1 5  percent, manufacturing by no 

Filure 6 
Employment shifts in Philadelphia and 
New York City,  1970- 1 980 
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less than 43 percent, and construction by 34 percent .  
Today, manufacturing constitutes only 17 percent of 
total employment, versus 26 percent a decade ago . 

Although property values have cl imbed steeply, the 
loss of business and employment, especially manufac
turing, has caused a 1 3  percent and 25 percent drop in 
real estate taxes for the school district and city, respec
t ively ,  in constant dol lars .  

Real estate tax revenue, which co mpr ises 80 percent 
of the school district's local tax receipts, has also 
suffered from both the heavy increase in other taxes 
(especial ly federa l  and state income taxes), which have 
occurred in the last decade and because localities have 
been polit ical ly unable to increase tax rates . It should 
be noted that in  other parts of the United States, where 
rates have increased substantially,  Proposition 1 3-style 
tax- l imitation moves have threatened to , or actually 
have in  fact , lowered tax rates and local receipts. 

Most other tax revenues in Philadelphia have fared 
even worse, as the city's depressed economy has gener
ated a virtual population exodus. The nation's fourth 
largest ci ty has lost 20 percent of its population since 
1 970, and its pub l ic school enrol lment is down nearly 25 
percent .  

As is now apparent in  the Chicago school system, in 
New York City general ly ,  and in the federal govern
ment ,  no amount of fiscal austerity can solve problems 
that are fundamenta l ly caused by the collapse of reve
nues and real economic growth. 

retail 
trade 
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Japan and Mexico pose 
'American System' policy 
by Peter Ennis, Cancun Correspondent 

When Mexican President Jose Lopez Porti l lo  and Cana
dian Prime M inister El l iott Trudeau ,  the Co-Chai rmen 
of the first-ever International Meeting on Cooperation 
and Development ,  entered the crowded Convention Cen
ter in Canclln ,  Mexico on Oct. 2�  to read a summary 
statement on the conference, few among the approxi
mately 3 ,000 journalists and staff present fa iled to notice 
the decidedly opposite mood of  the two men . Lopez 
Porti l lo was optimistic; Trudeau was dejected . Cynics in 
attendance claimed Lopez Porti l lo  had no choice but to 
act in  this fashion,  as host of the conference.  I t  was 
Trudeau ,  they said ,  who accurately reflected the resu lts 
of the conference. 

But the two leaders had ample reason for their respec
tive states of mind . The Mexican President and his friends 
from, in particu lar, Ind ia and Japan , had succeeded in 
diffusing the many diversionary tactics launched at the 
conference, and placed thei r goal of international eco
nomic development th rough drastic reform of the Inter
national Monetary Fund at the top of the con ference 
agenda.  On the other hand, Trudeau ,  a long with his 
fel low social-democrat French President Fran�ois Mit
terrand and Socia list sympathizer A lexander Haig,  had 
failed to provoke "right-wing/ left-wing" con frontation . 

Canclln was the first gathering of heads of state from 
both the  industrial ized "North" and  the Third World in 
the postwar period to discuss the fundd"mental issue of 
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modernizing the underdeveloped countries, and in the 
course of the two days of discussions, every essentia l 
element of a plan to re>rive the world economy was 
presented , at least in outl ine form . 

The Canclln summit  also set back the prestige and 
infl uence of the Soviet U nion in the Third World . Hardly 
a speaker fa iled to attack the Soviets for boycotting the 
conference, even as M oscow was issuing daily sour
grapes bu l let ins denouncing the proceedings as a front 

• for " imperial ist" i nterests. 
Reporters were denied access to the conference pro

ceedings themselves, which occurred in the remote Can
clln Sheraton Hotel; al l  h igh- level delegates to the sum
mit confined themselves to the Sheraton as wel l .  EIR 
assembled th is  excl usive report based on d iscussions with 
diplomats from many countries, from occasional general 
briefi ngs given by delegations, and from information 
from journal ists from many nations who were regu larly 
briefed by their delegat ions .  

Japan's active role 
The role that Japan played at Canclln ,  both in 

setting the environment for overal l development discus
sions and in mediating between the North and South 
was unprecedented . 

Japanese Prime M i nister Zenko Suzuki  came to 
Candn intent on taking a m uch more active role than 
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i s  customary for Japan in  i nternat ional forums.  I n  
recent months, Japan h a s  moved t o  rect i fy the world 
economic situation ,  particula rly in  the developing coun
tries, by expanding lend ing to these countries on a large 
scale, to enable them to import Japanese and other 
advanced technologies . The basis for this  effort i s  
"American System" economics: deli berately fuel ing in
dustrial growth through techno logical development, 
mass education, and pol it ical leadership dedicated to 
nat ion-bui lding.  

In  this regard, relations between Japan and Mexico 
have become particularly friendly in  recent months.  

Rel iable sources reported to EIR that midway 
through the fi rst day of the summit ,  President Lopez 
Port i l lo spoke to Prime Min ister Suzuki and asked h im 
to speak to Reagan about moderating the American 
position at the talks .  Suzuki ,  who had been eager to 
assume such a !ole, immediately accepted . The problem 
for Suzuki was that the White House was refusing to 
arrange a meet ing between Suzuki and Reagan . A lex
ander Haig was reported to be well aware of Suzuki 's  
desire to mediate at Cancun , and calculated that Suzuki 
could not perform .th is role i f  he were denied access to 
Reagan .  

Japanese sources reported that Haig was particu larly 
upset that, several days before the Cancun summit, PLO 
leader Yasser Arafat had vis ited Tokyo and met with 
Suzuki . " Haig is worried that Japan is  adopting a more 
i ndependent pol icy stance," one source stated . 

Though Suzuki could not meet with Reagan , Japa
nese Foreign Minister Sunao Sonoda told Haig late one 
evening that the United States was in  danger of becom
ing "tota l ly isolated" at the summ it,  and urged a 
softening of American pol icy stance. 

Meanwhile, in  his presentation to the conference, 
Suzuki had taken note of the effect of I M F  "adj ust
ment" (austerity) programs in the developing countries, 
and announced that Japan was expanding its foreign 
aid program . He also del ivered a remarkable character
ization of Japan's own successfu l  drive to modern ize, 
saying that "nation-bui lding" depends on ra ising the 
ski l l  levels and modernizing commitment of the nat ion's 
population . 

A difficult question remained for Suzuki ,  Lopez 
Port i l lo , and their a l l ies: how wi l l  Pres ident Reagan 
absorb the education in  statecraft that was given to him 
at Cancun? The short-term results were unpromising; .at 
the prompting of Haig and Brita in ' s  Margaret Thatch
er, Mr .  Reagan kept up a stubborn defense of the I M F  
as i f  obl ivious t o  the statements b y  numerous  con ference 
speakers, patient but emphatic, that the I M F's policies 
pose the greatest obstacle to Third World development, 
and thus the greatest cause of instab i l i ty and the danger 
of war. 

The origins of the con ference were themselves two-
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s ided . I t  was organized largely o n  the i n it iative of 
President Lopez Porti l lo ,  yet  the meeting has first  been 
suggested by the report issued two years ago by the 
" independent commiss ion" chaired by former West 
German Chancel lor Wi l ly Brandt to study the North
South question . Brandt was urged to establ ish his  
commission by former World Bank Pres ident Robert 
McNamara, an unabashed advocate of  reducing the 
population of the developing countries . Among the 
comm ission 's  leading members were Peter Peterson ,  
Chairman of t h e  New York investment fi r m  Lehman 
Brothers-Kuhn Loeb, and Katharine Graham, owner of 
the Washington Post and daughter of  Eugene Meyer of 
the Lazard Freres investment firm .  The two firms have 
p layed essential roles i n  imposing the I M F  jWorld Bank 
austerity programs in developing countries. 

Cancun preparatory meetings in A ugust 1 98 1 agreed 
to fol low the out l ine of the Brandt report and focus on  
four i ssues: food and agriculture; energy; t rade and 
industrial izat ion;  and monetary and financial issues. 
The Brandt Commission backers hoped to protect the 
I M F  and i ts affi l iated private i nterests by dividing 
discussions  into isolated topics with a shared premise of 
i nevitable austerity and financial b lackmai l .  

At the same t ime, the Brandt Commission-al l ied 
C lub of  Rome, operating through Dr. Ervin Laszlo and 
h i s  " Futures Project" at the Un i ted Nations In stitute 
on Train ing and Research , had dragged the procedural  
i ssue of future "global negotiations" onto center stage. 
The ostensible quest ion was whether future ta lks would 
take p lace in  the U . N .  General Assembly,  where devel 
op ing countries can out-vote developed countries , or i n  
the  so-called "specia l ized agencies" l i ke the  I M F  and 
World Bank ,  where O EC D  nations dominate the voting 
due to the larger contributions they make to those 
institutions .  

Final ly ,  with Haig encou raging President Reagan to 
harangue the Third World on "free enterprise," the 
stage was to be set for a confrontation between the 
"haves" and the "have-nots ,"  with Trudeau and M itter
rand encouraging this confrontation . 

Mexico sets the tone 
But from the moment Lopez Porti l lo  greeted Presi 

dent Reagan with a warm embrace at the Cancun 
a irport, it was clear the M ex ican leader was determ ined 
to prevent any such con frontations.  The tone was set in 
his conference inaugural address on Thursday, Oct. 22. 
He urged that the steri l i ty and tension characterizing 
previous discussions on  North-South relat ions be put 
aside. Instead, he said, attention should be focused on 
the obvious harmony of  interest of the developed and 
developing countries. World prosperity can be ach ieved, 
he said, i f  ways can be found to l ink the financial 
resources of OPEC and other countries ,  the technologi-
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cal and industrial capacities of  the developed countries, 
and the acute need for technology and consumer products 
in the developing sector.  

That redefin ition of the economic question ,  1 80 
degrees away from "redistri but ion" or "sma l l  is beauti
ful"  toward expanded credi t  and product ion , became a 
theme dominant throughout the entire conference . I t  
was repeated with stri k ing unanimity by  heads of gov
ernment a l l  the way from commun ist Yugoslavia to the 
"right-wing" regi mes of Brazil and the Ph i l ippi nes, and 
brought forward with part icular eloquence by Prime 
M inister Gandhi o f  I ndia and Foreign Min i ster Saraiva 
of Brazi l . Lopez Porti l lo  h imself emphasized that fun
damenta l changes i n  the internat ional  monetary system 
are necessary to rea l ize this potent ia l .  

Lopez Porti l l o  also set another theme for the  confer
ence: fai l ure to pursue that objective harmony of sel f
interests in technological development would resul t  in  
economic and polit ical d i saster-"whir lpools of  world
wide decl ine ."  

Philippines President M arcos and Yugoslav Presi
dent Kraigher asserted that the Third World ' s  balance
of-payments deficits and consequent i ndebtedness have 
reached a breaking point . "There i s  no way of paying 
these debts i n  the present s i tuation ,"  Marcos sa id 
b lunt ly  in h is  open ing address to the conference . 
Kraigher warned, "This is leading to the danger of 
repayments moratorium,"  adding, "There i s  no need to 
emphasize what a l l  this may mean for the overa l l  world 
financial structure. " Mrs. Gandhi took these warnings 
a step further: "Surely the whole point o f  this conference 
is to try and avoid war as an outgrowth of the North
South problem ,"  she told a press con ference. 

The Reagan script 
Mr.  Reagan 's personal  react ion to these warnings i s  

not known at this t ime;  but  the script handed him by 
Haig and the State Department advocates of depopulat
ing the Th ird World made the President the back room 
laughing stock of the underdeveloped countries' diplo
mats-insofar as they pushed aside their knowledge 
that U .s .  defense of the I M F  and "free enterprise" wi l l  
mean accelerated mass murder i n  the  coming period .  

I t  was  a start l ing scene: Rona ld  Reagan , who can 
count h is  trips abroad on his two hands,  preaching to 
the experienced leaders assem bled at the conference 
table on the importance of "free markets" and "free 
enterprise" in achieving economic development . M ost 
of the nations present had not long been l iberated from 
the British vers ion of "free en terprise," and cont inue to 
suffer what the Phil ippines '  M arcos cal led the "disas
trous i nheritance" of this period:  widespread i l l i teracy 
in  the populat ion,  a whol ly in adequate industr ia l  base, 
l i tt le infrastructure ,  and less techno logy to br ing to bear 
on their nagging food shortages .  
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Speaker after speaker tr ied to d irect the President's 
attent ion to the pract ical real i ty of  "market forces" 
under the I M F' s  regime, some wel l  aware that i t  was 
" free-market" colonia l i sm against which the U nited 
States fought a revo lut ion .  I ndira Gandhi  reminded the 
President that before a nation can pu l l  itse l f  up by its 
own bootstraps, it needs a pair of boots .  When Ind ia 
became free 3 5  years ago, she said ,  "we had noth ing
l i tera l ly  nothing-in the country.  No  techno logy, no 
industry-we barely had a beggar's bow l . "  But sheer 
determ inat ion has led to great success i n  modern izing 
Ind ia ,  she asserted.  M arcos urged that al l  "p latitudes be 
left in the marketplace ."  And Brazi l ian leader Saraiva , 
whose country i s  a favorite investment s ite for American 
corporat ions ,  told the conference that "the market
place" w i l l  not bu i ld  the i n frastructure needed in the 
developing countries . " Even in Braz i l ,"  he said,  "it has -
been necessary for the state to pragmatica l ly take over 
considerable responsib i l i t ies in important sectors .  What 
can be said of  countries that do not possess a business 
comm unity ,  or  sufficient capital accumulat ion,  or even 
techn ical  cadres?" 

At  one point ,  the reaction aga inst Reagan 's  preach
ing was so serious  that Lopez Port i l lo  had difficulty 
maintain ing a non-confrontat ional  atmosphere. An Af
rican diplomat stated privately that "Reagan is i n  
another world .  He seems to have no idea what the  world 
around h im looks l ike ."  

The final summary 
The entire summit came to a head at about 5 :00 p .m .  

on Friday, t he  second day of  t he  two-day conference. 
At this  moment, Japan ' s  Suzuki fi na l ly  got his chance 
to mediate. 

It had not been expected that the conference would 
make any dramatic announcements or  agreements. 
Th us,  the on ly' announcement expected was where and 
when future talks would take p lace, and a fina l  summary 
statement conta in ing th is  and other related information ;  
i t ' was  in th i s  context that  the  m uch-publ icized issue o f  
"globa l negot iations" assumed some prominence. 

At that time, the conference adjourned for a period 
of  two hours , during wh ich time a most unusual  proce
dure was vis ib le .  The 22 heads of state broke up into 
sma l l ,  roving negotiati ng groups,  try ing to work out 
the final language of  a statement to ind icate when and 
where future ta lks would take place. 

Reagan spent virtual ly the entire t ime with Margaret 
Thatcher, i ns ist ing that any reference to "global nego
t iat ions" be clari fied with a statement reaffirming the 
power of the I M F  and the other specia l ized agencies . 
Venezuela and A lgeria ins isted that the statement in
cl ude reference to "global  negot iat ions" in  "the U nited 
Nations ."  When this was fi na l ly agreed to, Mrs .  Gandh i 
had the' words "with a sense of  urgency" inc luded, 
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noting that any talks at the Uni ted N ations could last 
forever .  

The chief diplomat during those final  two hours was 
Suzuki of Japan . Japanese sources reported that  Haig 
told Sonoda the Uni ted States would compromise on 
procedure "if you back us up on substance when the 
talks take place ." ' 

Reagan had announced in his  speech to the confer
ence that the Uni ted States was wi l l ing to take part , in 
future ta lks,  but the power and authority of the "spe

. cia lized agencies" must be maintained . For H aig, this 
was not a question of voting tal l ies; the point is  to 
maintain the I M F's abi l i ty to enforce backwardness .  

S imi larly, for many of the developing countries, the 
issue i s  not merely to switch the talks to the U .N .  
General Assembly so  a s  to "outvote" the developed 
countries. The goal is  to transform the pol icies and/or 
reduce the power of the I M F. This i s  exact ly what 
I ndira Gandhi  to ld a press conference: "We are not 
wedded to certain phrases. We are more interested in  
the results and the  substance ."  

Thus, the i ssue at Cancun was ,  and remains :  wi l l  the 
IMF continue to determine North-South relat ions? The 
summit did not reso lve this quest ion,  but placed it 
clearly at the top of the agenda .  

Developing nations 
mount a challenge 
to IMF austerity 
The most important debate i n  the Cancun summit re
volved around proposals to drastica l ly reform the phi lo
sophical basis and the functions of the International 
Monetary Fund . In  the words of Phil ippine President 
Marcos, there were "bitter remarks" on this issue . "Pro
posals to resolve this problem were presented ," an
nounced M iguel de la M adrid,  the president ia l  cand idate 
of Mexico' s rul ing PRI party. 

The developing countries have for some t ime consid
ered the I M F  the chief obstacle to matching the obvious 
economic demand in the Third World with the obvious 
economic production capacities of  the advanced coun
tries . The 1 976 heads of state meeting of Non-Aligned 
Nations held i n  Colombo, Sri  Lanka, and the 1 979 
meeting of the same organization in  Havana, had raised 
the issue of creating a new monetary system to meet the 
actual needs of the developed and underdeveloped econ
omies . What was str ik ing about Cancun was the sharp
ness and anger of Third World attacks on the I M F, and 
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the clarity of their ideas about changing the system . 
Moreover, Cancun was the first forum for this  debate 
compris ing leaders of both the advanced and underde
veloped countr ies . 

The controversy forced French President Fran�ois 
Mi tterrand to shed his  image of  "friend of the developing 
countries ." Mitterrand strongly defendeg the I M F, ar
guing that the agency i s  "evolving" i ts pol icies to be 
"more in l ine" with the needs of the developing countries .  
Mitterrand's Brandt Commission pol icies were thus  re
vealed publicly as a soft-se l l  version of Reagan and 
Thatcher's "free enterprise."  

A part icularly heated exchange took  place between 
President Reagan and President Jul ius Nyerere of Tan
zania, who was the spokesman on balance of payments 
prob lems for the African nations i n  attendance; Nyerere, 
Whose country has been ripped apart by I M F  "condition
al i t ies," objected to Reagan's  constant emphas is on pri
vate capita l  as the key to development. "Mr .  President, 
can you please tell me one American company that wi l l  
come to my country and construct the power l ines, the 
dams, and other i n frastructure that we desperately need? 
Please tel l me which ones, because I would l ike to invi te 
them ." Nyerere went on to emphasize that private capital 
has been too timid to enter many countries, and official 
loans from government and international agencies are 
i ndispensable. 

Reagan responded that, nonetheless, official loans 
and aid should be the "seed crystal" around which 
private capital bui lds .  He told Nyerere that if the W drld 
Bank or some other international agency finances a 
project, the project should then be sub-contracted by the 
recip ient  country to a private firm . 

I nsiders say Canada's Trudeau intervened at this 
t ime, and asked Nyerere to guarantee agaiQst expropri
at ion of  foreign capital in h is  country .  Nyerere responded 
by cit ing jo int  ventures that exist in his country with 
foreign capita l .  

The development programs of developing countries 
must be reviewed by the I M F, both Reagan and Thatcher 
said, in  order to inst i l l  confidence in  foreign i nvestors, 
who hold the key to success .  The developing countries, 
without exception,  protested this dem and, as indicated 
below in excerpts from the statemen ts by Brazil ,  Y ugo
slavia, and the Phi lippines. 

The "conditional ities" imposed by the I M F  on  its 
borrowers were the biggest target of  developing-sector 
criticism . The Phi l ippines presented an entire back
ground paper on this issue. 

Speaking to reporters, Mexico's  Industry Min ister 
Jose A ndres de Oteyza summed up the monetary and 
financial  d i scussions  in this way: 

High interest 'rates: Developing countries insist;d 
that high rates are leading the entire world economy in to 
a deep recession , which wil l  only reduce economic act iv-
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ity, i ncrease i n flation ,  and increase developing sector 
debts . 

"Linkage " :  Developing countries i nsisted that there 
must be a " l ink" between the solving of balance-of
payments deficits of developing countries and the overa l l  
development plans of those countries. So often , they 
said, the I M F  destroys the development p lans of nations 
in  the name of "reducing payments deficits ." 

IMF conditionalities : Developing countries ins isted 
that condit ional i ties imposed by the I M F  are particularly 
unacceptable i n  the case of the poorest nations, whose 
poverty i s  so abject that they can not afford to cut 
imports to "save" foreign currency . 

Both Mi tterrand and West Germany's Foreign M in
ister Hans-Dietrich Genscher adopted the Thatcher
Reagan position .  Japan, on the other hand,  did not take 
a stand direct ly on the I M F  debate, bU,t focused on 
attacking high interest rates, and suggested that govern
ment aid be provided to developing countries to ease the 
burden of in terest charges , 

The other agenda 
items: food, energy 
and trade barriers 

Along with international monetary and fi nancial ques
tions, food ,  energy, and trade comprised the agenda of 
the Cancun summit .  The themes that ran through discus
sions: I )  that the issues could only be effectively consid
ered in the context of an overal l  development approach, 
and; 2) that short of a major reform of  the international 
monetary system in  the near future, the developing coun
tries pragmatical ly hope discussions wi l l  lead to quick , at  
least marginal  i ncreases in

'
the flow of fi nancial resources 

to them , 
Food : I t  was general ly agreed that given modern 

technologies, i t  i s  i ntolerable that hundreds of mi l l ions 
of people are hungry, and the year 2000 was suggested as 
a target date for the complete elimination of hunger 
worldwide. 

Virtual ly every developing country ins isted that ex
panding food production in  their countries must be the 
goal,  for which necessary provision of emergency food 
suppl ies c�nnot substitute. Expanding production de
pends on an in tegrated development program ,  including 
especia l ly infrastructure. 

Prime Min ister I ndira Gandhi of I ndia ,  whose nation 
has ach ieved food sel f-sufficiency, emphasized fert i l izers, 
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technology and improved seeds ,  together with determi
nation in  her nation ;  with proper resources, she said, 
other countries could do the same. Nigeria spoke for 
Africa on this issue, and startled attendees with the fact 
that in dol lar  terms, the African continent imports as 
m uch food as oi l .  Japan presented a document on rural 
development, cal l ing food production the backbone of 
"nation-bui lding," and observ ing that in  rural areas 
improved infrastructure wi l l  increase productivi ty and 
create fi nancial incentives for farmers to produce. Pres i
dent Reagan made his on ly specific proposal to the 
conference at this  t ime, offering to d ispatch expert Amer
ican "task forces" to developing countries, Austria pro
posed a " M arsha ll  Plan" to mobi l ize funds for infra
structure development in  the developing countries ,  

Energy : There was general agreement on the need for 
i nternational cooperation ,  and Mexico proposed an am
biguous World Energy Plan , Discussion focused largely 
on each country's  developing its own energy plan,  which 
primari ly means backward "renewable" resources such 
as wood-burni ng and solar ,  There was no mention of 
n uclear energy , OPEC nations reportedly urged indexing 
oil prices to inflat ion in the OECD, with the nominal 
support of the other LDCs. LDCs strongly supported 
establ ishment of a World Bank energy affi l iate, to fi
nance non-OPEC energy resource development. The 
United States opposed this energy bank,  while Britain 
p laced the condit ion that OPEC provide the bulk of 
funds .  

Trade and industrialization : M rs .  Gandhi and other 
LDC leaders emphasized the importance of  these. LDCs 
strongly emphasized that depressed economic conditions 
in  the OECD nations are raising the costs of LDC import 
bi l l s  and reducing export earn ings,  LDCs also strongly 
criticized the Reagan admi nistration for reducing overal l  
economic activity, i ncluding LDC exports. 

In the expectation of continued OECD recession,  the 
L DCs hope to max imize export earnings through several 
means,  incl uding a "Common Fund" to stabi l ize raw 
material export prices (the conference fina l  summary 
noted that a l l  participants agreed to speed up execution 
of this plan),  and increased export of manufactured 
products, especia l ly fibers and leathers, to the OECD 
nations .  Virtual ly every participant ca l led for maintain
ing and i mproving the "free-trade" system, and many 
gave verbal endorsement to the Genera l Agreement on 
Tariffs and Trade (GATT), and to negotiation of a new 
M ultifiber Agreement; many LDCs have developed a 
fiber- manufacturing capabi l i ty ,  

A l l  these are , at best, stop-gap measures, as most 
LDCs admit ,  not an a l ternative to a genu ine revival of 
the OEC D  economies ,  The Common Fund is especial ly 
dangerous, as the strategi sts around Henry K issinger 
hope such schemes will lock the LDCs into backward, 
raw-materials-ex traction modes of production . 
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The final statement 
from the summit 
Excerpts follo w from the final summary statement of the 
discussions at the Cancun summit . The statement was read 
to assembled reporters by President L(Jpez Portillo and 
Prime Minister Elliot Trudeau. 

The North/South relat ionship was seen as one of the 
m ost ser ious chal lenges to be faced in  the coming decade, 
ranking with and l i nked to the mai ntenance of world 
peace, as a priority for the atten tion of governments . Our 
task was to brin& our voices to bear at the h ighest level 
on the fundamental issues, to identify the major problems 
and to try to eva luate and promote possible so lut ions .  
We were not bound by tradit ional  bureaucratic entang le
ments:  

We bel ieve we succeeded in  creat ing a spirit of  gen u
ine confidence and trust amongst ourselves .  Our task 
now will be to ensure that we bui ld  upon this, with the 
aim of revital izing the world economy and accelerat ing 
the development of the developing .countries . 

The Heads of State and Government confirmed the 
desirabi l ity of supporting at the U n ited Nations,  with a 
sense of urgency, a consensus to launch Global  Negoti
ations on a basis to be mutua l ly agreed and in  circum
stances offering the prospect of  mean ingfu l  progress. 
Some countries ins isted that the competence of the spe
cial ized agencies should not be affected . 

We focused on what we v iewed as the maj or issues: 
food security and agricultura l  development; commodi
ties, trade and industrial izat ion ; energy, and monetary 
and financial  i ssues . 

Food : Within as brief a period as possible, hunger 
must be eradicated . Food aid should not be used as a 
permanent replacement for the necessary development of  
the required food production  in  the  developing countries 
themselves . The rate of populat ion growth in  some coun
tries leads to increases in  food dem and that are d ifficult  
to meet .  The experience o f  a certa in number o f  countries 
has shown that development of a popu latio n  pol icy aids 
in  solving some of the most acute aspects of the food 
problem . A number of steps should be taken to improve 
the effect iveness of food-secur ity mechan isms . 

Commodities, trade, industrialization : Part ic ipants 
agreed on the need to complete procedures for bringing 
the Common Fund into operat ion . The need was recog
n ized for continued efforts to res ist protect ion ist pres
sures . A number of participants referred to the impor
tance of industrial ization of deve loping countr ies and the 
contribution which increased trade could make to this 
objective . 
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Energy : The problem was characterized a s  a global 
one .  To ensure an orderly transit ion from the era of 
hydro-carbons ,  the proposal for a World Energy Plan 
was recal led . I t  was recognized that energy conservation 
m ust be pursued by major  oi l-consuming countries .  Sup
port 'was expressed by many participants for establ ish
ment of  a World Bank Energy Affil iate. 

Monetary and financial issues : Participants reviewed 
the financial  d i fficult ies being experienced by developing 
countries . They discussed condit ions of  access to the 
various  sources of financing.  Points ra ised in  the discus
s ion incl uded the impact of h igh in terest rates, the crea
tion of the SDR as a main reserve asset and in financing 
development, I M F  condit ional i ty ,  the decis ion-mak ing 
process in the internat ional financial  i nsti tut ions,  access 
to capital  markets, and the respective role of private and 
o ffic ia l  sources of  external cap i ta l  in  development finan
c ing .  Several suggest ions were noted for improved inter
nat ional  fi nancia l  cooperat ion . 

MexiCo: 'Interdependence' 
Belo w are excerpts from the opening statement of Presi
dent Jose Lopez Portillo of Mexico. This speech inaugu
rated the summit. 

The first important ach ievement of th is  event is the 
very fact that we are gathered here together to pursue a 
common goal ,  cooperation and development.  This  meet
ing is not intended to replace or to compete with existing 
organ izations,  but rather to infuse them with new vital ity 
and to strengthen them . 

Our world today is sti l l  spl i t  by a lacerat i ng contra
diction between opulence and poverty ; between North 
and South,  and between progress, backwardness and 
sometimes even backsl id ing.  We have not succeeded in 
agreeing on what i s  important  for al l ,  and attent ion i s  
sti l l  being focused on ly on  what i s  urgent for some. 

I have no wi sh to dramatize the facts, but I must 
conclude that un fairness does exist ,  that i nj ustice is suf
fered, and that in Jrlan'y parts of the world,  which is man's  
common home,  there is hunger, poverty and squalor .  
Further, a l l  of  that,  grave i n  itself, i s  the cause of wide
spread instab i l i ty and the source of con frontations that 
become vicious circles-veritable whir lpools of world
wide dec l ine .  

We are not deal ing with transitory c i rcumstances or 
momentary s ituations,  b ut rather with matters of struc
ture, and of the type of organ ization that we have devel
oped for ourselves. 

Food i s  used as a weapon,  and i ts production and 
distribut ion is given an overwhelmingly discriminatory 
priority . Death lurks in both alternatives. 

In the matter of  energy sources, we h ave reduced the 
solution to questions  of pr ice and market manipulat ion,  
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instead of planning for a reasoned and wel l-directed 
transition from the age of petroleum to the fo l lowing 
one. 

Where financing for development is concerned, there 
is haggl ing over the terms of cooperat ion,  and a id ,  as 
often as not, is  refused because it is  thought of as wea lth 
undeserved by peoples who have not created it ;  or  i s  
made subject to conditions favoring vested interests or 
ideologies. Powerfu l  interests oppose any effective re
form of i nternational monetary and financing institu
t ions. Everything seems to indicate that,  far from wishing 
to design a new system,  there is every i ntention of main-

. taining, or even of turn ing back the c lock on the present 
system,  which has proved to be both inadequate and 
unfair .  

Inflation and recession prevent a harmonious rela
t ionship between guided processes of  industrial ization 
and trade, and seem aimed at freezing the present struc
ture of trade exchange of  the international  divis ion of 
labor . 

Due to its lack of harmony, the world in which we 
l ive is becoming increasingly dangerous for the rich 
countries, and implacable and cruel to the poor coun
tries . We had not experienced anything s imi lar s ince the 
Great Depression . 

I n  the poor countries economic growth contin ues to 
be feeble because they lack the goods and services which 
are only produced in advanced countries, and which the 
former are unable to acqu i re owing to their lack of 
foreign �xchange, s ince their  growth rate i s  determined 
by their balance of payments. Demand does exist, but is 
only potential . Th us the drama of underdevelopment 
occurs.  Not even the most basic needs become demands .  

With truth , imagination and pol i tical wi l l ,  the world 
must find ways to coordinate the actions of countries 
haVing technical knowledge. unused productive capacity 
and unemployed manpower with those of countries having 
demands but limited purchasing power. and with those 
others which do possessjinancial resources. so that all can 
join in making international cooperation for development a 
reality. [emphasis added] .  

A last ing and stable reactivation o f  the world econo
my cannot come from the prosperity of  j ust one of  its 
segments, i f  the others remain in a state of stagnat ion . 
The progress of each is increas ingly a precondition for 
the progress of a l l .  Let us grasp the fact that the growth 
of advanced economies-provided protection ist pres
sures can be overcome-results in an expanding market 
for the exports of the developing world,  and sufficient 
demand to keep the prices of those exports from fa l l ing .  
The development of the peripheral countries is trans
formed into growing markets for the products of the 
industrial ized countries, thereby st imulating their 
growth and creat ing jobs. It also represents sufficient 
supplies of  raw materials and of energy, which in turn 
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encourage economic revival on a world-wide sca le. Do
mest ic economic policies and international cooperation 
efforts in which everyone j oins must be fitted to the new 
real it ies of  global interdependence . 

It would be to our  everlasting shame and would 
i r retrievably doom us i f  we were to prove unable to 
organ ize and act together in t ime.  

Zenko Suzuki 

Japan: 'Desire for progress' 
Excerpts from the opening statement delivered by Prime 
Minister Zenko Suzuki of Japan: 

I believe it would be no overstatement to say that this 
meeting . is a meeti ng of  the foremost importance in  the 
history o f mankind and that i t  i s  tru ly a t imely and epoch
making event .  

M ost countries are faced with var ious difficult ies, 
such as inflation , recession ,  and a deteriorating interna
tional balance of payments. The non-oi l  producing de
veloping countries, in part icular ,  are faced with large 
deficits in thei r current account and accumulat ing debts. 
A major  part of the deficit is  the result of the sharp rise in 
the price of imported o i l ,  h igh interest rates, and a 
slowi ng down of thei r exports as a resu lt o f  the stagnation 
i n  the econom ies of the developed countries. I bel ieve i t  
important that ,  with regard to these developing coun
tries' difficult ies, we should not s imply wait  for adj ust
ment efforts by the developing countries to take effect, 
but rather that all countries, particu larly the developed 
countries, should cooperate for the attainment of non
inflat ionary growth and, thereby , seek steady expansion 
of the world economy. 

The road ahead cal ls for each of  us to abandon the 
fa lse percept ion that the interests of North and South 
confl ict with each other, and for both the developed and 
developing countries to extend the hand of  cooperat ion 
to one another in order to revital ize the world economy 
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and to attain the goal of world peace and prosperity . Let 
us leave to our posterity a world at peace, a world of 
prosperity, by overcoming the various difficu lties. 

Japan real izes the polit ical s ignificance of the global 
round of negotiations at the Un ited Nations and hopes 
sincerely that, as early as possi ble, agreement on proce
dure and agenda acceptable to both North and South 
wil l  be obtained and every arrangement for its launching 
wi l l  be made. 

The modes of in ternational cooperation to ass i st the 
self-reliant efforts of the developing countries will need 
to be made more balanced . I t  wi l l  be very important to 
make the best use of the vita l i ty of the private sector.  
However, Official Development Assistance (aDA) has 
the central role in  promoting economic assistance to 
meet the various needs of the developing countries. The 
Govern ment of Japan wi l l  continue to expand posit ively 
its aDA. In implementing our assistance, i t  is  Japan's 
policy to contribute to the strengthening of the basic 
infrastructure o f  the developing countries . 

The most important motive force for a country's 
development and economic growth is that country's own 
determination to succeed in  the task of nation-bui lding 
and i ts own self-rel iant efforts. 

Today, my country i s  fortunate in being a country 
with one of the most active economies in the world. 
However, when Japan began to grapple with the task of 
modernizing the nation about 1 00 years ago , it was a 
poor country , smal l  in  area and poor in  natural resources , 
inhabited by 30 mi l l ion people.  It had no advanced 
technology and very l i tt le capita l .  Its leaders were, how
ever, fi l led with the ardent resolve to atta in progress and 
growth ,  believing that education was  the  most essent ia l  
prerequis ite for the nation-bui ld ing,  and worked with 
dedication and determination to lay the foundation for 
education of the people.  High-quality human resources 
fostered in this way, together with an appropriate leader
ship, made it possible for us to introduce advanced technol
ogies from foreign countries, to establish an institutional 
framework for development and to accumulate capital 
[emphasis added] .  

One success led to  further aspi rations for growth and 
consol idated the prerequisites for attain ing higher objec
t ives . The principle of free competition stimulated the 
desi re of the Japanese people for progress, led to the 
inflow of foreign capital ,  raw mater ia ls  and new tech nol
ogies from abroad, and high-qual ity labor forces cont in
ued to make ful l  use of them as effective addit ions to 
their production capacity. The reason why Japan was 
able to overcome the serious setback it su ffered as a 
result of World War I I  and attained a rapid economic 
growth in the past  is widely bel ieved to be the tremendous 
vita l ity of the Japanese people .  In  short, there was fi rst 
the determination to be sel f-rel iant ,  and the se lf-rel iant 
efforts kept turn ing the wheel of  modernization .  
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Reagan 'IMF is key ' 

Excerpts from the opening statement of u. s. President 
Ronald Reagan: 

History demonstrates that t ime and aga in ,  in p lace 
after place, economic growth and human progress make 
their greatest strides i n  countr ies that encourage eco
nomic freedom.  In exami n ing our col lective experience 
with development, let us remember that internationa l  
economic inst itutions have a l so done m uch to improve 
the world economy.  

The I M F  remains  the cen terpiece of  the i nternational 
financial system.  I t  has adj usted its programs and in
creased i ts resources to deal  with the major pressures and 
problems of our era . .  

We are prepared to carry out the commitment in  the 
Ottawa Summit  Declaration to conduct a more formal 
dialogue-bi lateral ly ,  with regional  groups, i n  the 
United Nations and in  specia lized in ternationa l  agencies. 
It is  oUr view that "ci rcumstances offering the prospect 
of meaningfu l  progress" a re future talks based upon four 
essential  understandings among the participants: 

• The talks should have a practica l orientation to
ward ident ifying, on a case-by-case basis, specific poten
tial for ,  or  obstacles to,  development which cooperative 
efforts may enhance or remove. 

• The talks should respect the competence, functions, 
and powers of the special ized in ternat ional  agencies 
upon which we a l l  depend, with the understanding that 
the decisions reached by these agencies within respective 
areas of competence are final . We should not seek to 
create new institutions .  

• The general orientation of the  ta lks  must be toward 
sustain ing or achieving greater levels  of  mutual ly bene
ficial i nternat ional  growth and development.  

• The talks should take p lace i n  an atmosphere of 
cooperative spir i t .  

B ut our main purpose in  coming to Cancun i s  to 
focus on speci fic questions of substance, not procedural 
matters . In  this spir it ,  we br ing a posit ive program of 
action for development concentrated around these prin
ciples: 

• Stimulat ing internat ional  trade by open ing up 
markets; 

• Tai loring particular development strategies to the 
specific  needs and potential  of individual countries and 
regions; 

• Improving the c l imate for private capital flows, 
particular ly private investment; 

• And creating a pol i t ical atmosphere in  which prac
t ical solut ions can move forward , rather than founder on 
a reef of m isgu ided pol icies that restrain and interfere 
with the i nternational  m arketplace or foster in flation .  

I nternational 35  



Manila: 'IMF is wrong ' 
The following document was submitted to the Cancun 
summit by Philippines President Marcos. with the provi
sion that a " Bretton Woods type of conference " might be 
needed to deal with the issues raised. 

The burden of adj ustment continues to be excessively 
borne by non-oil developing countries. This i s  main ly 
attributable to :  

• depressed economic activit ies in  major industria l  
countries result ing from over-emphasis on anti- i n flat ion
ary pol icies . 

• perpetuation o£ trade protectionist measures that 
hamper manufactured exports from developing coun
tries. 

• further deterioration in terms of  t rade aga inst de
veloping countries . 

Thus, in spite of stringent domestic adj ustment pol i 
cies pursued by mO'st non-oi l  developing countries that 
further contributed to decl ine in  their growth rates, their 
current account deficits and prospects cont inue to grow . 

This ,  in turn, is aggravated by the st iffer terms of 
financing from both private markets and international 
financial  inst itut ions ( IMF, World Bank) .  Esca lation in 
interest rates and shorten ing in  maturities of  loans from 
private markets further impinge on debt servicing capac
ity of non-oi l  developing cQuntries. 

The uncertainties of volati le exchange rates com
pound the problem of  program ming adequate resources 
for debt servicing . 

In  view of  these considerations, it is unreasonable to 

call for stricter conditionality on non-oil developing coun

tries using 1M F resources. The tend.fncy to prescribe tra

ditional adjustment measures in the monetary, interest rate 

and exchange fields ignores the fact that their deficits are. 
by dnd large. external in origin [emphasis added] .  If a l l  
deficit non-oi l  developing countries were to adopt: 

• devaluation measures; thei r exports wi l l  not neces
sarily improve, their foreign exchange receipts may in 
fact decl ine. 

• increase in interest rates measures; their business 
cost and inflation rate wi l l  continue to rise, increasing 
disincentives for investments, production and employ
ment. 

• other restrictive monetary measures; l ikewise, wi l l  
on ly  further depress, their economies without correct ing 
the st ructural problems requiring medium and long-term 
solutions.  

I urge the heads of state or government to: 
I )  Note that successful global adj ustment can on ly 

be realized if all countries undertook materia l ly reinforc
ing measures . I t  must be st ressed that it would be inap
propriate for the I� F to increase condit ional i ty when 
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act ion of  other countries renders such condit ional  pro
grams ineffect ive. 

2) Recogn ize the impo rtance of  greater survei l lance 
of  exchange rate behavior .  

3)  Reca l l  the agreement to establ ish a centra l ly man
aged international reserve system based on SORs. Fur
ther a l location i s  necessary to enhance th is role thus 
provid ing additional  resources that wil l  enable countries 
to undertake adj ustment measures not destructive of 
global trade and development .  

4) Note that  1M F quotas are sign ificantly out of  l ine 
with g loba l  trade. 

5) Recognize the interdependence between devel
oped and developing countries noting that sustained 
growth in the latter would contribute to prosperity in the 
former. It is therefore agreed that greater assistance be 
extended . to help in the development and restructuring of 
the econom ies of developing countries. 

6) Stress the urgency of  the above-mentioned pro
gram of  action , that they be undertaken without delay 
and that i f  necessary, a g lobal conference on money and 
financing be convened to hasten their implementat ion .  

Brazil: 'System out of date ' 
Excerpts from the opening statement delivered by A mbas
sador Ramiro Saraiva Guerreiro of Brazil: 

The economic system establ ished in the postwar years 
and st i l l  in fQrce today in organ izations l i ke the I M F, the 
World Bank and the GATT has never tackled specific 
problems of the developing countries i n  a comprehensive 
and integrated manner .  I t  was based on l iberal assump
t ions according to which i t  would be possible to achieve 
i n  a short period a basic degree of homogeneity among 
nations and the market would be an essentia l ly efficient 
mechanism for regu lating exchanges and al locating re
sources. 

U nderest imated was the fact that the operation of 
' market mechanisms cannot be considered in abstraction 
of trade, economic ,  and even polit ica l  real i t ies which, 
under the apparent neutra l ity of  the i nterplay between 
demand and supply, reflect the o ften profound inequality 
between countries of so disparate levels of  development .  
The benefits deriving to the d�veloped countrie; from a 
more act ive presence of  the So uth i n  i nternational ex
changes are clearly brought out i f  one considers the anti
recessive and anti-inflationary nature of the South's de
mand for goods and services produced in the North, and 
of  the So uth's supply of goods and raw materia ls .  

I t  is  t ragic that at this very moment 24 m i l l ion work
ers in  Europe and the Un i ted States are being paid not to 
produce, whi le in the South so m uch is left undone due to 
the lack of resources to import what those very workers 
cou ld now be producing .  
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· One cannot predicate the objectives of economic and 
socia l  development on activities wh ich are by definit ion 
profit-oriented, and which m ight  not be always avai lable 
when needed . Even in Brazi l ,  wh ich adopts a phi losophy 
of market economy and of encouragement of its private 
sector, it has been necessary for the state to pragmatical ly 
take over considerable respons ib i l i ties in  important sec
tors . What can be said of countries that do not possess a 
business community ,  or sufficient capita l  accumulation 
or even technical cadres? 

The very system that emerged from Bretton Woods 
no longer seems able to offer so lut ions with the required 
urgency and flex ib i l i ty .  The countries of the South have 
the greatest interest in  preserving the stabi l ity and cred i
bi l ity of the Bretton Woods inst i tut ions .  What they ask 
of those institutions is s imply greater sens it iv i ty to the 
specific condit ions and needs of the developing world . 

Belgrade: 'The debt danger' 
Excerpts from the opening statement delivered by Presi
dent Serge} Kraigher of Yugosa/via: 

None of us is spared the difficult  problems p lagu ing 
the world ,  f.rom unemployment and i n flation , through 
balance of payments deficits and monetary instabi l i ty,  to 
the slowing down or even d iscont inuation of economic 
growth .  The problems confront ing us have indeed as
sumed the most dramatic proportions in the weakest l i nk  
in the chain of the  world economy-in the  developing 
countries. 

The current account deficit of the non-oi l -developing 
countries amounted to $82 b i l l ion dol lars in 1 980, twice 
as much as compared with 1 978 . This year it wi l l  reach 
the figure of $ 1  00 bi l l ion .  Only one-quarter o f  this  deficit 
was covered by offic ia l  internat ional  assistance. For the 
rest new commercial loans m ust be sought .  

This makes the posit ion of these co untries increasing
ly difficult ,  so that new foreign debts, by and large, are 
used for debt servici ng,  whi le  on ly one fi fth remains for 
development financing . Any increase of 1 percent in the 
interest rate resu lts in an addit iona l  outflow of  capital 
from these countries of ne�rly $2 b i l l ion . 

The foreign indebtedness of these countr ies amount
ed to $400 bi l l ion at the end of last year, twice as m uch as 
the va lue of their total exports .  

Al l  this leads to the curta i lment of economic devel
opment ,  decrease in creditworthiness, and, hence, to the 
danger of repayments morator ium . 

Al l  this testi fies in  favor of the need to develop 
international monetary cooperat ion on the basis of new 
principles .  Changes in the international monetary and 
financial system could produce des i red resu lts on ly if  
they are conceived as a function o f  economic develop
ment .  
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Glimpses of Cancun 
I arrived in Cancun early on October 20, and the distaste
ful aroma of the world's second o ldest profession-jour
na lism-was a lready stifling the air of  the small  but 
crowded airport . Reporters from a l l  over the world were 
pushing and shoving for position at the press recept ion 
desk establ ished by the government of Mexico to assign 
hotels for the reporters . A temporary respite was gained 
when I sudden ly overheard the Mexicans tell i ng an irate 
Newsweek correspondent: "I am sorry ,  your reservations 
have been canceled ." 

But one of the uglier d uos in  the profession came to 
the rescue of Newsweek. M arl ise Simons, the British 
national who serves as the Washington Post correspond
ent in M exico, offered temporary lodging to her col
league. Later, whi le waiting for a bus to our hotels, 
Simons and her British national husband Alan Riding, 
who is  the New York Times correspondent in  Mexico , 
were overheard talk ing about Central America with an 
American journalist .  Simons:  " I  have been informed by 
in teresting channels that I am no longer welcome in 
Central America . "  H usband Alan:  " I  don' t  go there 
anymore.  Let them s ink in their own blood . . . .  How 
about that from a revolutionary socialist ." 

The situation did not get m uch better with the jour
na lists .  One of  the m ore striking things to witness was 
the White H ouse press corps clinging to the pants of 
A lexander Haig for a (usually false) statement on  Cancun 
to prin t .  During the conference, Haig general ly obliged 
by giving several briefings per day to the press . Not 
bothering to cross:check the Secretary' s  assessment of 
the con ference, the reporters were generally content to 
fi l l  in the gap between H aig's utterings by taking in the 
beaches of Cancun .  

. 

The resu l t: a rather distorted picture of the con ference 
appeared i n  the American press . Two examples suffice. 
Haig told reporters that the meeting between President 
Reagan and Indian Prime Minister Indira Gandhi in
c luded discussibn of Ind ia's successfu l  "green revolu
tion" i n  agricultural production . Haig said the President 
viewed this success as proof of his claim that "private 
initiative" is the best method of Third World develop
ment .  "Let the farmers produce," the President is report
ed to have said . But the Indian delegation  reported the 
Reagan-Gandhi meeting sl ightly di fferently . M rs .  Gan
dhi is said to have told  Reagan that India has a "balanced 
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approach" including the private and state sectors ."  She 
pointed out the success of India's national ized oi l  indus
try. No word of this from Haig. " He told more of a half
truth than an actual l ie ," one Indian commented, "but 
the effect is certain ly  the same." Haig also reported a 
"remarkable convergence" .of views between President 
Reagan and Nigeria's President Shagari , including on 
the touchy subject of  Cuban troops in Ango la.  Nigeria's 
response: " Let's j ost say Mr. Haig was exaggerating," 
said the country's Foreign M inister . He said Nigeria 
believes Angola has the right to invite Cuban troops on 
its soi l ,  especial ly as long as Angola's national security is 
threatened . He a lso said Reagan should use the stick and 
not the carrot with South Africa . 

The Japanese were more active at Cancun than any 
other recent world meeting, and a l i ttle noticed booklet 
they circulated , "Japan and the Developing Countries ," 
made clear how they are currently operat ing. The booklet 
outlined Japan 's foreign aid program in detai l ,  and 
included a section on debt renegotiation with developing 
countries .  "When the commercial  debt qf a developing 
country to a private Japanese company 'cannot be paid 
due to the deterioration of i ts international  balance of 
payments, the Japanese government refinances the debt 
through the central government of the recipient country .  
When loans from the Japanese Government cannot be  
repaid by  the recipient country ,  the  Japanese Govern
ment reschedules the maturity ."  

This Japanese policy, of course, puts Japan squarely 
at odds with the International M onetary Fund. 

The danger of  war was never far from the minds of 
the assembled heads of state . M ost arrived j ust after 
President Reagan's much-publicized statement that 
"l imited n uclear war" i s  a possibi l ity .  

Perhaps the most interesting statement on this subject 
came from Phil ippines President Ferdinand Marcos . In 
a booklet widely circulated at the con ference, M arcos 
wrote: "Whether in nuclear war or in con flicts on eco
nomic issues, there is nothing for anybody, not even for 
the neutrals.  There is only defeat, for as some of the 
phi losophers have put it, ' for conflict i tself is the meaning 
of defeat . '  . . .  

Limited nuclear war cannot be assured to remain 
limited. M ilitary and strategic considerations make es
calation inexorable. Once the first nuclear m issile, wheth
er tactical or otherwise, is released, no one knows when 
the exchange wil l  cease. Again ,  referring to the phi loso
phers . . . .  'War's necessity is  terrible and, once released, 
its course lies almost whol ly beyond the compass of those 
who seek to make it the servant of their ends . '  The same 
can be said of the issues that divide the North and South 
that are now cal led international economic i ssues . They 
are starting out in economic terms but actual ly deterio
rating into matters of survival which may ult imately end 
as causes for war ." 
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Papandreou's Victory . 

The Alexandrians .. 

take over Greece 
by Crtton Zoakos, Editor-in-Chief 

To get a flavor bf the kind of old British intell igence 
networks that are i nvolved ·in the management of the new 
Papandreou government in Greece, one should evoke 
the. heady, sodomy-and-necrophil ia-scented atmosphere 
of Lawrence Durrel l ' s  A lexandria Quartet. a novel about 
l ife in  British-run Alexandria in the beginning of this 
century. The Durrell novel i s  usefu l  because in  it one 
finds the most accurate portrayal of the kind of mind and 
world outlook which dominates the government of Mr .  
Andreas Papandreou .  

Lawrence Durrel l ,  however, is  not  ·the fi rst to either 
express or  notice this spirit of the A lexandria Quartet. a 
spirit which can best be described as the stench coming 
out of a Hellenistic-era sarcophagus within which a 
decomposing, putrescent mummy is being sodomized, 
amidst dUst gathered through mi l lennia and the perspir
ation of an Alexandrine midsummer noon.  The mentality 
accompanying th is horrid image is honored among 
Greek l i terati fro m  the 1 930s to this day as the "Alexan
drian School" of modern Greek phi lology associated 
with the names of Constantine Cavafy and Nobel laure
ate George Seferis, two G reek-Alexandrine "poets" 
whom T. S .  Eliot tried to im itate throughout his l i fe and 
whom present-day Greek l iterary society holds as the 
most exquisite expression of m odern Greek thought. 

It is this A lexandrine spirit which won during the 
parliamentary elect ions in Greece. This spiri t is the prin
cipal vehicle which British intel l igence has employed to 
control Greek politics . 

At least three ministers of  Mr .  Papandreou's cabinet 
have close pol itical ties with British intell igence and 
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AlexanQria .  First of a l l ,  the Prime Min ister and Defense 
Minister, Mr .  Papandreou h imself; then his  Foreign 
Minister, M r. Haralambopoulos; and fina l ly the path�tic 
Culture Min ister, M el ina Meroouri , M rs .  J ules Dass in .  

'Rudderless states' 
During the Second World War, when Greece was 

occupied by the Wehrmacht, Winston Church i l l  estab
l ished it Greek government-i n-ex i le  wh ich most of the 
time was stationed in  Alexandria, Egypt . The head of 
that govern ment was George Papandreou,  the father of 
the present Prime M inister . Around that government, a 
large number of pol it ical and mi l i tary figures gathered 
to share the vicissitudes of  exi le  and war. A Greek 
mi l itary expedit ionary force was also formed under 
British command which fought at Mesopotamia and El 
Alamein .  One of  the officers in that Greek army under 
British com mand was the new Foreign Minister of 
Greece, Mr .  Haralambopoulos .  

Those years of  ex i le  dur ing which pol iticians and 
officers from main land Greece m ingled with Brit ish 
inte l l igence and with the ancient Greek-Alexandrine 
community forged a common bond and a common 
outlook wh ich was brought back home after the war 
ended . A very i n fluential  nov.e l was written which 
captured the spirit of that experience of  exi le ,  death , 
sel f-degradation , and se l lout to the Brit ish I ntel l igence 
Service . I t  i n fluenced postwar Greek letters and pol it ics 
more than anything else. I ts  tit le was Rudderless States. 
and its author, Stratis Tsirkas, was a leading member of 
the Greek Commmunist Party .  Mr .  Tsirkas was an 
Alexandrine Greek with British intel l igence antecedents. 
The spirit of  the novel i s  a drastical ly more pungent 
form of what one finds in  Lawrence Durre l l ' s  A lexan
dria Quartet.  except a l l  the characters are pol it icians, 
party members, intel l igence officers , and army person
nel ,  ming led together in a three-vo lume orgy of pol i t ics, 
pro letarian conspiracy, sweaty whorehouses, betrayals ,  
mi l i tary heroics,  three-thousand-year-o ld fantasies, sex
ual obsessions, and the main hero 's  atonement by means 
o f  a lurid, protracted sado-masochistic sexual relat ion 
with the wife of a British inte l l igence officer. The main 
hero is a leading Communist Party intel lectua l .  His 
mistress has been ordered by her Brit ish SIS husband to 
conduct the sado-masochistic l ia ison with the Commu
nist . The Communist finds out  about the scheme, 
�ealizes that he is  entrapped in  an i ntrigue which is 
designed to benefit  the Church i l l-run government of 
Mr .  George Papandreou,  but he is  unable to break with 
his  carnal  obsession .  Why? Because of  the ineluctable 
seductiveness of the A lexandrine spi ri t .  His atonement 
i s  to humbly submit to his putrescent A lexandrine 
carna lity, to betraya l ,  and to British dom inion . This i s  
the  shared ideology of  the  campaign organ izers who 
were beh ind Mr. Andreas Papandreou 's  electoral 
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triumph o n  the eighteenth o f  October.  
One o f  them I happened to have known with a 

certain degree o f  int imacy, Mr .  George Votsis ,  the 
brother- in- law o f  the author of R udderless States. Stratis 
Tsirkas. During 1 967-68 , George Votsis was the chief of 
the underground organization in  Greece which was ' 

leading the opposit ion to the then mi l itary government . 
The superior to whom he was reporting was the chief 
chamberlain of  King Constantine, a lthough Mr. Votsis 
would profess the most s incere and purest of Commu
n ist sentiments among "resistance circles . "  When King 
Constantine was ousted from Greece by the mi l itary 

.s0vernment, George Votsis removed to London and 
joined with a Brit ish terrorist-oriented organ izat ion,  the 
I nternational Social ists, led by the son of  Mr .  M ichael 
Foot, the Labour Party leader. Today, Mr. Votsis ,  an 
intel l ectual proponent of  terrorism as notorious in 
Greece as Professor Piperno is  in Italy,  is the chief 
editor of  a major  Greek dai ly ,  Eleftherotypia. whose 
main source of funding i s  Mr. Lats is ,  a London-based 
Greek shipowner, who owns an o i l  company in Qadda
fi's Libya, purchases Libyan oil on the account of a 
Greek refinery, and then transships that Libyan o i l  to 
I s rael .  An asociated newspaper venture, A vriani. re
ceives its financing fr:om the notorious I sraeli Knesset 
mem ber and fugit ive from j ust ice Samuel F latto-Shar
on .  This is typical of the intel l igence network layers 
which manufactured M r .  Andreas Papandreou ' s  elec
tora l  victory . 

The PASOK 
Mr. Papandreou's  party, the Pan-HeI lenic Social ist 

M ovement, known by its acronymic PASOK, was cre
ated by British intel l igence in Toronto, Canada during 
the 1 97 1 -72 period .  Both his party and h is person have 
a lways been and now are creatures of British SIS .  
Andreas, o f  course, was  born to  George Papandreou 
when the latter was already a major  figure in  Greek 
pol it ics and a l ready known to the G reek e lectorate 
officia l ly as an agen t of  Brit ish i ntel l igence. 

Duri ng the 1 920s and early 1 930s, electoral pol it ics 
in Greece were such that for a candiate for publ ic office, 
i t  was an advantage to be known as a British intel l igence 
agent .  So George, Andreas' s father, made sure that his 
attr ibute as a Brit ish i ntel l igence agent was a publ icly 
wel I -known fact .  When i n  A ugust 1 936; a pro-German 
and German-educated General, louannis  Metaxas, in
stituted a dictatorsh ip for the purpose of  preventing the 
pro-Brit ish G reek royal fam ily from siding with Eng
land against Germany, the pol ice imprisoned the youth
ful Andreas Papandreou on grounds that he WaS leading 
a Trotskyist organizat io n .  

However, h e  was mysteriously released from jai l  and 
sent to the U nited States for h igher education .  He went 
to  Cal iforn ia ,  studied econom ics , participated, under 

I nternationa l  39 



Jan Tinbergen , in the RAND Corporat ion's  develop
ment of  econometrics, and became involved i n  the Adlai  
Stevenson wing of the Democratic Party, having ac
quired U . S .  cit izenship.  He returned to Greece in 1 959 .  
During the  war  he served as a med ica l orderly in  the 
U.S .  Navy in the Paci fic, a fact which has made him 
now, as Greek Defense Min ister as wel l  as Prime 
Minister, the object of  derision among Greek officers. 

Mr. Andreas Papandreou was forced to flee Greece 
for a second time in 1 967,  after a mi l itary coup d'etat . 
He went to Toronto, Canada, where he l ived a drun ken , 
desti tute ex,istence unti l  British SIS created a party for 
him, PASOK, for which they also suppl ied a domestic 
and foreign program .  Those acquainted with PASOK 
l i terature, from its Canadian 1 97 1 -72 period, wi l l  readi ly 
recognize the fact that the new Greek goverment's 
program,  including such features as withdrawal from 
NATO, sharpening of  hosti l ities between Greece and 
Turkey, domestic decentral ization and community con
trol , and specia l  friendly relations with Qaddafi's  Libya, 
is ,  down to the last detai l ,  the very same program which 
was penned in Toronto by British intel ligence, during a 
period when M rs .  Margaret Papandreou,  Andreas's 
wife ,  was reporting extreme concern about her hus
band's perpetual intoxication .  His  excessive consump
tion of Scotch during that period, reported to have been 
upward of two quarts dai ly,  was attr ibuted to the 
combined influence upon his  person of Messrs. Wi l ly 
Brandt and Edgar Bronfman.  

Carrington pawn 
The new Greek government has no soul of its own . 

It is a British intel l igence asset throughout. Its task wi l l  
be to carry out certain special ized operations on behalf  
of Lord Carrington's  scheme of launching a London
dominated " Europe" as a "Th ird Force" in  internation
al  diplomacy, presumably equid istant between the 
United States and the Soviet Un ion .  In the intermediate 
term, this wi l l  involve a major rupture of the southern 
flank of NATO, a new Balkan diplomatic game-plan 
bringing into play an eruption of Balkan national i st 
confl icts among Yugoslavia, Bulgaria ,  Albania,  Greece, 
and Turkey, which wi l l  provide the publ ic theater for 
pinning down a "nuclear-free zone" i n  the Balkans 
according to the specifications of  Lord Carrington .  

With respect to  pol it ics in  the southeast Med iterra
nean, Andreas Papandreou is programmed to l ink  up 
with Libya's Qaddafi and inflame the perrenia l  Greek
Turkish crisis in Cyprus.  An early Cyprus crisis is a 
high priority for M r. Papandreou for numerous reasons .  
First, an aggravated com munal con flict between the 
Greek-Cypriot and Turkish-Cypriot commun ities in 
Cyprus, wi l l  give the opportun ity to Great Britain as 
that l ittle island republ ic's "guarantor power" to enter 
the mil itary regional sweepstakes promptly as United 
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States mi l itary bases are k icked out of  Greece by Mr.  
Papandreou. Further, a Cyprus cri s is  wi l l  give Lord 
Carrington a l l  the requi red levers for putting an end to 
the st i l l -unbrid led Kemalist-republ ican tendencies with
in Turkey's  present mi l itary government, which the 
British consider very dangerous.  Final ly ,  Papandreou, 
under Brit ish instruction,  wil l  attempt to open up the 
way for Colonel Qaddafi to establish a major base of  
operat ions in  Cyprus from which to exert greater d irect 
control over events into the volati le Lebanon-Syria
I srael situation .  

The Papandreou government represents a destabi l i 
zat ion potential  far out of proportion to the tiny nation 
over which it presides .  For that governemnt to be 
neutral ized in  its foreign-pol icy effectivenesS', i t  must be 
exposed before the eyes of its own electorate as an 
extension of the British Foreign Office. The wide mar
gin of electoral victory won by M r. Papandreou is in a 
way a measure of the moral deter ioration of the present 
Greek populaton wh ich wi l l  make th i s  task of  exposure 
more d i fficult .  Increasingly over the past 20 years, the 
basic moral outlook of the popUlation at large has been 
drastical ly  undermi ned along the l ines of the existentia l
i st-hedonist ic outlook of the Alexandrine-Hel lenistic 
l iterary tradition of  Cavafy-Seferis-Tsi rkas, the equiva
lent in Engl ish-language l iterature of a mass cu lture 
based on T. S. El iot ,  Lawrence Durre l l ,  and D. H .  
Lawrence. 

The music of M ik is  Theodorakis  and the fi lms of 
Mel ina Mercouri have been instrumental in  spreading 
this outlook to large l ayers of the popu lation .  The 
recent educational  reforms have drastica l ly curta i led the 
teach ing of  the class ics, and among those sti l l  taught, 
Plato is nowhere to be found.  And when found, Plato is 
taught in that pecu l iar Stoic twist which made the old 
A lexandria of the Ptolemies notorious as the world 
center of  mass manipulation by means of  rel igious and 
phi losophical cults .  So it  should come as no surprise 
that Mrs. Mel ina Mercouri,  a cheap actress with a 
preference for impersonating prostitutes on the movie 
screen , W'lS named the poor country's M in ister of 
Culture. M rs .  Mercouri ,  of course, also comes from a 
fami ly of impressive Brit ish intel l igence credentials .  Her 
father, once the M ayor and pol it ica l boss of  Athens 
even before the Second World War, built an impressive 
rea l  estate fortune in London, where M rs .  Mercouri 's ,  
and her bruther Spiro's ,  personal  wealth sti l l  resides .  

Un less a serious effort i s  undertaken to  free the 
Greek population from the yoke of cultural sel f-degra
dat ion , an effort which sha l l  flank a broader interna
t ional  undertaking to revital ize science and art on the 
basis of  classical Platonic culture, the secondary but 
crucial strategic and diplomatic problems which the 
Papandreou government poses cannot be effectively 
attacked . 
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The Muslim Brotherhood 

Subversives and Khomeniacs convene 
at Houston's Rothko Chapel meeting 
by Nancy Coker 

The i n ternat io n a l  leaders of t h e  M us l i m  Brotherhood
the secret soc iety t h at pu t  Ayato l l ah  K ho m ei n i  i n  power 
in  I ran and  i s  respons i b l e  fo r the Oct .  6 m urder of  
Egypt i a n  Pres iden t  A nwar Sadat-met Oct . 2 1 - 2 5  i n  
Houst o n ,  Tex as ,  desp i te  a na t ion w i de campa ign to pre
vent the con ference from tak i ng p lace o n  A m er ican so i l .  
As  expect ed , t h e  co n ference w as dedica ted t o  form u lat 
ing  strategy for fo men t i n g  t he  " I s l a m i c  Revo l ut ion " in  
the M i dd le  East , w i th  th ree coun tr ies  i m medi ate ly tar
geted : Saudi Arab i a ,  Egypt. and  the  Sudan . 

The con ference was l a rge ly at tended by M us l i m  
Brotherhood lea ders fro m  t h e  M i dd le  East i t se l f. w i t h  
o n e  of  the m o s t  n o t a b l e  part i c ipan ts be i n g  the  M a h d i  o f  
Sudan , t he fu ndamenta l i s t  c h i e f  of  western Sudan  t r i bes 
who i s  a l l ied with L ibya ' s  M ua m m a r  Qaddafi i n  the 
projected overth row o f  Sudan ' s  Pres ident  N u me i ry .  

Yet ,  desp i te  t he open  t h reat  to U . S .  a l l i es i n  the  
M i dd le  East , the con ference was  perm i t ted to take  p l ace 
through the las t- m i n ute i n tercess ion  of the U . S .  Sta te 
Depar tment  of A lexander  H a i g .  

The  Brotherhood m eet i n g  w as sponsored b y  H o us
ton 's  Rothko Ch ape l and  i t s  fo u n de r  C o u n tess D o m i 
n ique Sc h l u m berger de M e n il , a French ar i s tocrat l i v i ng 
i n  Texas  s i nce 1 945 . S i nce i t s  estab l i s hmen t  1 0  years ago,  
the Roth k o  Chape l  has spo nsored and fu nded cul t  or
gan izat ions ,  such  a s  the  M u s l i m  Brotherhood,  o n  both 
the extreme r igh t  and  the  extreme l e ft of  t h e  po l i t i ca l  
spect r u m ,  i n  the  name of  "re l i g i ou s  ecu men ic i sm . "  

R o t h k o  conference organ izers h ave pr i vate ly  a d m i t 
t e d  tha t  the  M us l i m  Brotherhood meet i n g ,  w h i ch  h a d  
been b i l led as an academ i c  co l l o q u i u m  o n  I s l a m . was 
severely set  back by the  n a t i o n w ide e ffort to shut  down 
the con ference .  The  e ffort  was organ ized by t he  N a t i o n a l  
Democrat i c  Po l i cy  C o m m i ttee a n d  pub l i c i zed by EfR .  
O n l y  1 2 0  out  o f  an  expected 400 o r  m o re showed up  a t  
t h e  Ro thko  meet i n g .  " T h e  pub l i c i t y  by the  EfR and  i t s  
peop le scared t h e  a ud ience away , "  co mp la i ned M adame 
de M e n i l . whose l a te h usband John  (or ig i n a l l y J e a n ) ,  a 
co-founder  o f  the  R o t h k o  C h ape l .  was  i m p l i cated i n  t h e  
assass i na t ion  o f  Pres i den t  K e n nedy . 

The pr inc ipa l  speakers at t h e  R o t h k o  co n ference 
were not  deterred by the  lack  of  an  aud i ence fro m  
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m a k i n g  the i r  ca l l s  for revo l u t ion  1 0  the M u s l i m  wor ld .  
T h e  m ost o utspoken  of  the  Brotherhood extrem ists  

was  H am i d  A lgar .  a professor of  I s l a m i c  and I ra n i a n  
s tud ies a t  t h e  U n i vers i t y  o f  Ca l i fo r n i a  a t  Berke ley an d a 
leader o f  the  v io l en t ,  pro - K homei n i  Persian  Spea k i ng 
Group  of  the M u sl i m  S tudents Assoc i a t i on ,  the  U . S .  
branch o f  t h e  M us l i m  Brotherhood . A lgar  i s  a Br i t i sh  
s u bj ect , who e m braced m i l i t an t  I s l a m  20 years  ago ,  and  
fou nd i t  co nven ien t  for h i s  purposes to adopt  a M us l im 
n a m e .  A S u fi mys t i c ,  A lgar  has  a t tracted a round  h i m  a 
c u l t  fo l low ing  of  young ,  p ro- K homei n i  ex tremis ts  who 
revere h im as t he i r  guru .  

I n  h i s  Ro thko  Chapel  p rese n ta t ion ,  wh i ch  was  at
tended by h is M S A  s u ppo rters fro m  aro u n d  the co un t ry ,  
A lgar  h a i led t he I s l a m i c  revo l ut ion  i n  I ra n  as a "ho ly  
crusade" a n d  pra i sed the  Ayato l lah K ho m ei n i  a s  one  
who  "deserves t h e  b less ings  o f  G o d . "  Sada t ,  he  sa i d ,  
w a s  " a  d i sgrace" and  " w a s  assass i n a ted because h is 
po l ic ies  were contrad ictory to I s l am ic  thought .  Sadat  
bel ieved K home in i would cru m ble ,  bu t  in  the end i t  was 
Sadat  who was swept  away . "  

A lgar proc l a i med that  I s l a m i c  fundamenta l i sm 
wou ld  overtake  the " heathen Saud i  Arab ia  and  the  
Egypt  o f  Camp Dav i d . "  Egyp t ' s  eco n o m i c  t roub les w i l l  
be t h e  l i ke ly  t r igger for "a revo l u t i o n  o n  t h e  mode l  o f  
I r a n , "  h e  s a i d .  

A lgar ' s  rav ings  were m e t  w i th  frenz ied chants  o f  
" K ho-me i -n i �  K h o-me i -n i ! "  from t h e  aud ience .  

A l t h o ugh s o m e  o f  the  m o re m i ld -man nered academ
ics  p resen t  a t  the con ference p o l i te ly  took  i s sue  with 
A lgar ' s  open advocacy o f  v i o lence,  the  overwhe lm i ng 
sen t imen t was i n  favor  o f  h i s  extrem i sm . H isham Dj a i t ,  
a M u s l i m  Brotherhood leader from T u n i s i a ,  defended 
A lgar  wi th the  dec l a ra t ion  that  "v io lence i s  i n h erent  i n  
revo l u t i o n . "  

' T m  q u i te h a ppy as  a M us l i m  t o  be  regarded as  a 
v i o len t person ,  as an ex t re m i st ,"  A lgar  stated i n  h i s  own 
defense .  H e  acc used t hose who  be l ieve that  soci a l  
change c a n  b e  ach ieved w i thout  v io l ence o f  engag ing  i n  
"doub le ta l k  . "  

A lgar  a l so  defen ded K ho m e i n i ' s  po l i cy o f  mass  
m u rder i n  I ra n ,  now be ing  carr ied ou t  as "po l i t i ca l  
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execut ions ,"  i n d ud ing t he execut ions  o f  n i n e-year-o ld  
c h i l d ren . " U n der co nd i t ions  of  stress a l l  k i nds o f  t h i ngs  
may happen , "  s a i d  A lgar .  " Revo l ut ion  i n  I ra n  i s  the  
p ract ice o f  the sp i r i t  o f  I s l am . I t  i s  a return to the  
spi r i t u a l ,  i n te l lect ua l ,  cu l t ura l ,  po l i t i ca l ,  and eco n o m i c  
hegemony  o f  t h e  M us l i m  peop le . " 

Saudi Arabia : prime target 
A ccord ing  to Arab i nte l l igence sources, the purpose 

of the Rothko  Chapel co n fe ren ce was threefo l d :  ( I )  to 
t ighten the i n terna t iona l  coord i nat ion  of the  M us l i m  
Brotherhood a n d  i t s  a t tendant  o rga n izat ions  on  both  
s ides o f  the A r i :l !1 t ic ,  i n  preparat ion fo r an  i n tense  
campaign i n  the M idd le  Ea�t ;  (2)  to  p l an  for M SA
sponsored v io l en t  acti v i ty in the U n i ted  States,  beg i n 
n ing  i n  the s p r i n g  of  1 982 ;  a n d  (3 )  to  p lan  the  next  
phase of the  destab i l iza t ion  o f  Saudi  A rab ia ,  one  of 
A merica ' s  c losest a l l ies i n  the  M idd le  East . I f  the 
M us l im  Brotherhood i s  s uccessful i n  br i nging the Kho
me in i  dark  ages to  Saudi  Arabia ,  i t  wi l l  have destroyed 
one  of  the few n:m ain i ng m oderate Arab nat ions  a n d  
w i l l  h a v e  h a nded t h e  " o i l  weapon "  to I s l a m ic fanat ics .  

"The Saud i  way o f  l i fe v io l ates I s l a m , "  i ntoned 
Rothko spea ker M oham mad Naguib a l - Attas ,  a M a lay
s ian  Sufi myst ic  based ou t  o f  Ohio U n ivers i ty i n  A thens ,  
Oh io .  Sa ud i  A rabi a ,  he asserted , i s  based on  "corrupt  
va l ues and corrupt pr inc i p les ,"  i n  a refe rence to  the 
Saudi  com m i tment  to i n d u st r ia l izat i o n .  

A n other  speaker w a s  Sa lem Azzam , t h e  Secretary
General  o f  the  London-based I s l a m i c  Counc i l  o f  Eu
rope ,  the  deari ng ho use fo r Brotherhood subvers ion  
throughout  the  worl d .  I s l a m ,  sa id  Azza m ,  "ob l igates 
M us l i m s  to  rebe l  aga i n st ru lers who v io late h u m a n  
r ights" and to  "remove those ru lers ."  

Pri vate ly ,  Azzam b i t ter ly  attacked Crown Pr ince 
Fahd of Saud i  A rab ia  and  h i s  recent ly  floated e ight
point  peace p lan  tha t  recog n izes the  r ight  o f  a l l  sta tes to  
l ive at  peace i n  the  reg ion . Azzam pred i cted that  h i s  
I s l a m ic Counc i l  o f  Europe,  the  um brel la orga n izat i o n  
of  hundreds of  I s l a m ic centers across Western Europe, 
wo u ld "sp l i t"  because some of i t s mem bers support the 
Fahd pl a n .  "Th i s  can n n ot be to lerated , "  raved Azzam 
to a fr i en d .  

Azzam a n d  o thers a t  the  conference l av ished co ns id
era ble atten t ion  upon Pr i nce M o h a m m ad a l - Fa i sa l  o f  
Saudi Arab i a .  M ohammad ,  w h o  i s  best k n own for h i s  
kooky  st rategy t o  fl oat icebergs from Antarct ica to 
Saud i A rah ia  for d r i n k i n g  water, i s  a fervent  supporter 
of K homei n i ' s  perverted brand o f  I s l am . In h is  speech ,  
M ohammad s a i d  t h at he w a s  work i ng for t h e  u n i ty o f  
t h e  " o n e  I s l am ic  na t i on ,"  i n  w h ich t here i s  no  roo m for 
i n d iv idua l  na t ion -states . M oh a m m ad a lso came to the 
defense o f  K h omei n i ,  s tat i ng tha t  " I s l am has n o  fun da
menta l i st s ,  o n l y  funda menta l  pr inc ip les as  l a id  out i n  
the K o ra n . "  
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Harle v Schlanger addressing Houston 's Cit)' Council. 

M oham mad ' s  defense  of K h ome i n i  is not  s u rpr i s i ng .  
He  i s  k n own t o  oppose Pri nce Fahd's  pro-American  
a n d  pro-deve lopment  po l i cy .  A s  Chai rman  o f  the  I s l am
ic  I n ves tment  F u n d  i n  Saud i  A rab ia .  M oh a m mad s i t s  a t  
the head o f  a L ibyan-K uwai t i  han k i ng nexus that  
fun ne l s  m i l l i o n s  in to the Brotherhood .  Whi le  i n  the 
U n ited States for the  Rothko con ference,  M ohammad 
met pr ivate ly  w i th  U . S .  b us i nessmen i n  H ousto n ,  Chi
cago, and Ph i lade l p h i a .  

Pri nce M oham mad i s  a lso w o r k i n g  c lose ly  wi th  
Ahmed Ben Be l la ,  A lger ia ' s  fi rst  Presi dent ,  who was 
deposed a n d  ja i l ed because o f  h is  I s l a m i c  ex t rem ism . 
Released l ast  yea r ,  Ben Be l l a su r faced at the  Rothko  
conference spout i ng I s l a m ic revo l u t ionary rhetor ic  and  
denounc i ng "secu l a r  na t ion a l i sm ."  Accord ing  to i n te l 
l igence i n s iders ,  Ben Bel l a  has  been des ignated by the  
Br i t i sh  to operate as a b r idge between K home in i  and 
the  Saud is ,  w i th  Pri nce M o h a m m ad serv i n g  as  h i s  Saud i  
po int  man . I t  w i l l  be remem bered that  i t  was A lgeria 
that served as  go-between i n  secu r i ng the  release o f  the 
U . S .  h ostages . 

Accord i n g  to Dom i n i q ue de M e n i ! ,  Ben Be l l a  and 
Pr ince M o ha m m ad have been  work i n g  together s in ce 
1 978 to he lp  K ho m ei n i .  

No t o  science 
The core of the M u s l i m  Brotherhood ideo logy is  i ts  

hat red o f  science and tech no logica l  progress .  At the 
Roth k o  con ference,  A b d u s  Sa lam . a mem ber of  the 
C l u b  of Rome (wh ich favors g loba l  depopu la t ion )  and 
father  of  the  " I s l a m ic" n uc lear  bomb,  d i scussed "the 
mean i ng o f  I s l am ic  sc ience ,"  l y ing  that  h i s tor ica l ly 
I s l am has he ld  low esteem for sc ience .  " Even with the 
ach ievements  o f  i bn  S i n a ,  Omar K hayyam , and i b n  
Rushd ,"  t h e  phys ics N o b e l  Prize w i n ner  asserted, "the 
Koran  does not  make  a pr ior i ty o f  sc ience .  I s lam i s  
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superior to science ."  
Another M uslim Brotherhood cultist working with 

UNESCO seconded Abdus Salam that the "spirit" is 
primary and that in Islam "tools and technology" are 
not necessary . Salam hai led the year 1 1 80 as the turning 
point in the history in Is lamic civi l ization when science 
ceased to be important .  

To the uninitiated, Salam's Nobel Prize credentials 
may obfuscate his identity . Salam operates as director 
of the I nternational Center of Appl ied Physics in 
Trieste, Italy, which has served as a training and 
recruitment ground for scientists involved in smuggling 
nuclear secrets to radical Arab governments-the Is
lamic bomb project . The Center i s  funded by the same 
Italian aristocratic famil ies who sponsor the genocidal 
Club of Rome and is closely l inked to the Islamic 
Counci l of Europe and the Islamic I nstitute of Defense 
Technology . The latter includes Egyptian renegade 
Gen . Sa ad el Shazli ,  who is implicated in  the Sadat 
assassination . 

EIR alert 
A national alert was placed on the Rothko Chapel 

conference by the National Democratic Policy Commit
tee and EIR, which worked together in  Houston ,  Wash
ington, D.C. ,  and other cities to expose the details of 
the subversive conference for weeks prior to its occur
rence. Harley Schlanger of the N DPC's  Houston chap
ter, appeared repeatedly on television and in  the press 
there, and test ified on Oct. 14 before the Houston City 
Council in an appeal to prohibit the Rothko Chapel 
meeting. "The Rothko Chapel , inviting the M uslim 
Brotherhood to Houston,  is  sponsoring the very same 
organization responsible for the murder of Anwar Sad
at," Schlanger stated in  his testimony. "Houston offi
cials must do whatever is necessary to prevent the 
entrance of these people into the United States ."  

"t have no doubt that what he told us is  correct," 
Republican Councilwoman Christin Hartung, who in
vited Sch langer to testify ,  told the Houston Post follow
ing Schlanger' s statement. She submitted two proposals 
recommended by the NDPC representative: that the 
Counci l request denial  of  visas,  and ,  should the State 
Department refuse, that the Council uni laterally move 
to shut down the meet ing . 

Although both resolutions were seconded, passage 
was blocked by l iberal Councilwoman Eleanor Tinsley . 
Despite the stalemate, Houston Mayor Jim McConn 
authorized the Houston Police Department to investi
gate the situation . 

From around the country pressure to stop the 
meeting mounted . Following the N OPe' s  distribution 
of thousands of leaflets, local officials of  the American 
Legion and the Veterans of Foreign Wars requested 
their national headquarters to respond to the con trover-
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sy . N umerous telegrams from around the nation were 
sent to Mayor McConn urging him to shut down the 
Rothko meeting .  From Boston ,  City Councilman Al
bert O'Neil sent a telegram to M cConn urging the 
H o uston M ayor to take "all  legal measures necessary to 
stop the upcoming meeting of the M usl im Brotherhood 
in your city . Supporters of terrorism should not be 
given a public forum . "  

I n  response t o  this campaign , Rothko Chapel offi
cials reversed their earlier denials that the M uslim 
Brotherhood was going to be involved i n  the meeting .  
"Three or  four  of the people coming to the con ference 
are m em bers of  the Brotherhood," Rothko spokeswom
an Ann Mead admitted lamely . Con ference coordinator 
Nabila Drooby added, "We know that these people
some of them-have been involved at some time in  the 
M uslim Brotherhood." 

Prompted by the N D PC's and EIR' s  exposes, some 
White H ouse officials and law enforcement agencies, 
including the CIA,  began an investigation of the Roth
ko meeting . According to intel ligence sources, the State 
Department was considering revoking the visas of the 
Brotherhood members slated to attend the conference
until Alexander Haig intervened . 

M adame de Meni l ,  operating through Brotherhood 
apologist William Crawford, a former U .S .  ambassador 
to the Middle East who now heads the Washington
based Islam Centennial Fourteen , arranged to send 
Rothko Chapel Board Chairman Thompson Shannon 
to Washington  for a meeting at the State Department .  
With Crawford's help, Shannon reportedly met  with 
Willard Depree of the Office of the Inspector-General 
of the State Department to ensure that Washington 
would allow the conference to take place. Following 
these talks, the State Department okayed the M uslim 
Brotherhood meeting.  

I n  the two weeks before the Rothko event, exposes 
in EIR circulated throughout the United States to press, 
congressmen, law enforcement and security officials, 
and political and trade union leaders . 

M adame de M eni l  bitterly complained that her 
conference had been spoiled as a result of the "bad 
publicity ."  Commenting on the almost total lack of 
attendance by H ouston's  business community, she said, 
"Y ou  know how stupid American businessmen are. 
They read the EIR and they believe it ." 

M adame de Menil  was reported to be particularly 
upset over EIR' s  report that her fami ly was linked to 
thee Kennedy murder in 1 963 .  Despite her hurt feelings, 
the facts on that score are clear. In 1 963,  John de Menil 
was a board member of  Perm index, a Montreal-based 
intelligence company exposed in New Orleans District 
Attorney Garrison's  of the Kennedy assassination . De 
Menil  was also present at a spring 1 963 secret meeting 
in  M ontego Bay, Jamaica, to plot the Kennedy murder. 
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France 

Mitterrand government announces a 
reign of terror at home and abroad 
by Dana Sloan 

If you are an American businessman trying to export to 
the Middle East, if you are a Mexican or Latin American 
political leader committed to pul l ing your nation out of 
underdevelopment, i f  you are a Saudi or Middle Eastern 
ruler who does not wish to see Islamic fundamentalism 
take over, the French government of Fran�ois Mitter
rand is now your sworn enemy.  

As the Cancun summit approached, the  Mitterrand 
government and its ruling Socialist Party (SP) declared 
war on anyone and everyone, at home and abroad, who 
stands in  the way of their pol icies . While President 
Mitterrand issued a cal l to arms to Latin American 

. terrorists. in a speech in  Mexico that was boycotted by 
President Jose L6pez POJ:ti l lo ,  i n  Paris the opening of the 
Socia list Party national congress was the scene for an 
outbreak of calls for purges, witch-�unts, and the gui l 
lotine in France. 

"We must not say 'heads will rol l '  l ike Robespierre 
told the convention , but say which heads and say so 
rapidly," Social ist Party Energy Cpmmissioner Paul 
Quiles told the party congress, which 

'
opened in Valenoe 

on Oct . 2 3 .  Louis Mermaz, number-three in the party's  
leadership added : " If  we succeed, there wi l l  be no  turn ing 
back to the past.  Certain forms of opposition wi l l  have 
been destroyed." 

The national  congress, i n  short, saw the top leaders 
of the Social ist Party declare a reign' of terror, while a l ist 
was being drawn up of the enemies to be e l iminated . 
QUIJt;� wId the party congress, which opened in Valence 
mob against France's ambitious nuclea�r energy pro
gram-sti l l  the largest program in Europe-declared 
that "university deans, prefects, directors of national 
businesses, and high functionaries" were among those 
that had to be swept from centers of  power . 

The Socialists now control not only the presidency , 
but also hold a single-party maj ority in the National 
Assembly . which guarantees passage of  any bil l  or law 
presented by the government; and they are rapidly con- . 
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so l idating al l  forms of  pol i t ical and economic power 
through state takeovers of m ajor banks and strategic 
sectors of industry .  

Against t h e  backdrop of  t h e  debate in Parl iament o n  
t h e  economic  nat ional ization program,  where the oppo
sition put up a fruitless fight against the proposal .  the 
Social ists indicated that even verbal opposition ,  however 
impotent it may be, was unacceptable under certain 
circumstances. 

Jean Poperen , number-two in the SP, railed that "the 
parliamentary opposition is p laying for time, while the 
capitali sts organize the fl ight of  capital . . . .  Those who 
won in [the] M ay and June [elections]  wi l l  not a l low 
themselves to be tricked by the bourgeoisie ."  He was 
joined by Louis Mermaz,  who demanded that the gov
ernment "stri ke hard and fast at the heads of groups 
which are playing with moneyed interests against the 
national interest . All the elements of an economic count
er-revolution are in p lace. The class struggle is  now upon 
us. " 

The Constitution : a dead letter 
Every SP leader we quote above is a close collabo- ' 

rator of President Fran�ois M itterrand, belying the 
m any assertions that this was j ust the party blowing off 
steam . When the party leaders speak ,  it is with the full  
knowledge and blessing of their President.  

One of the features of the new French Revolution is 
precisely that the distinctions between party and gov
ernment have been abo lished, in vio lation of the intent 
of  the 1 962 F ifth Republic Constitution . Lionel Jospin ,  
General Secretary of the Social ist Party , attends a t  least 
twice-weekly meetings with President M itterrand and 
his ministers to set pol icy and ensure that it is  carried 
out .  

Lionel  Jospin has otherwise proclaimed his intention 
to trample on the Constitution . During the chaotic 
debate in the N ational Assembly that preceeded the SP 
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congress, Jospin threatened that were the Constitutional 
Counci l ( France's Supreme Court) to rule the national
izations of . banks  and compan ies i l lega l , that rul ing 
would be overridden . 

Jospin warned that "never in  h i story have the great 
currents of reform been stopped by supreme courts . . . .  
There i s  a left and a right. . . .  The opposit ion has the 
right to express itse lf, but the wi l l  of the people must be 
respected ."  

The National Assemb ly debate was the scene of wi ld  
accusations thrown against some of France' s most 
respected national leaders, men l i ke Gaul l ist leader 
M ichel Debre, who co-authored the Constitution of  the 
Fifth Republic with General de Gaul le .  Debre was 
accused of opposing the national ization of large parts 
of i ndustry on the basis of h i s  fami ly ties to some steel
industry interests .  Also high on the l i st of those targeted 
were members of former President Giscard d' Estaing's 
fami ly who are prominent board members of several of 
the companies slated for state takeovers. 

The debate became particu larly venomous after it 
was reported that Pierre Moussa , Chairman of  the 
Banque de Paris et de Pays-Bas ( known as Pari bas) had 
succeeded in  sel l ing off the bank's  Swiss assets to a 
foreign firm , thus preventing those, assets from coming 
under the state 's  contro l .  The Socia l ists' charge: "Na
tionalization is the c lass struggle being expressed . . . .  
Before the French Revolution ,  the rul ing class was 
proud of its Qrigins. Then they entered the democratic 
political system . Today, they don 't  l i ke being told that 
they hold i l legit imate power, financial power." 

International dark ages 
What was said at the SP congress was s imply the 

most explicit announcement to date of a pol icy that 
began immediately after FranlYois Mitterrand's inaugu
ration as President in May: that terror is  to be an 
instrument of state pol icy .  H undreds of terrorists were 
freed from ja i l ,  including many members of Action 
Directe, France's equivalent of  the Ital ian Red Brigades 
or the West German Baader- Meinhof Gang .  The Inte
rior M inistry at the same time focused its attacks 
against various branches of  the pol ice force (see EIR , 
Nov. 3) accused of being racists and anti-Semites . 
Terrorists set ofT several bombs at various "bourgeois" 
establishments in Paris, such as restaurants and mer
chants that cater to the wealthy . 

. This pol icy of terror is also intended for export to 
Latin America, the M i ddle East, and Africa.  Just as 
Ayato l lah Khomeini would cal l on the I slamic masses 
to overthrow those regimes based on "Western ized" 
culture and i ndustria l  development, so did Mitterrand 
address a call to the populations of  Latin America in  a 
speech made in  Mexico before the opening of the 
Cancun summit .  
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Going against the enti re thrust of President Jose 
Lopez Porti l lo 's  policies-use of Mexico 's  oi l  revenues 
as the basis for in-depth industrial and agricultural 
development of  the nation- M itterrand declared that 
"there i s  not and there cannot be pol it ica l stabi l i ty 
without social j ustice . . . .  There is no real economic 
development without the preservation of  . . .  original 
cu lture ." Although the speech was del ivered to a crowd 
of on ly 6,000 people (compared with I mil l ion who 
came to hear General de Gaul le many years ago) it was 
clearly a ca ll to Lopez Porti l lo 's  i nternal enemies to rise 
up against h im .  

Adding to  the flames 
M itterrand cont inued: " Ha i l  to those who are 

gagged, persecuted and tortured, who want to l ive and 
l ive  free. Ha i l  to those who a're be ing held ,  who have 
disappeared, who have been assassinated, who only 
want�d to l ive and l ive free. Hai l  to the brutal ized 
priests, to the peasants without land,  to the ja i led trade 
unionists, to the unemployed who sel l their blood to 
survive, to the Indians chased from their land,  to the 
workers without rights, to the resistance fighters with
out arms,  who want to l ive and l ive free. To all of you, 
France says: courage, l iberty w i l l  conquer !"  

The speech, con spicuously boycotted by  Lopez Por
ti l lo,  demonstrates the import of Regis Debray's p res
ence as foreign policy adviser to the French President: 
promoting guerri l la warfare is  now state policy. 

M i tterrand has s imi lar plans for the M iddle East, 
plans he has wrapped in Is lamic garb. He  and his 
Foreign M inister Claude Cheysson made an approving 
appearance at a Paris con ference of I s lam and the West 
Oct . 1 4- 1 6, an organization actively seeking to spread 
Khomein i ' s  dark ages throughout the rest of  the M i ddle 
East and Afr ica. I t  was Cheysson who after the assassi
nation of Egypt's President by the M uslim Brotherhood 
announced that Sadat's death removes an "obstacle to 
peace."  

The U .S . -based arm of this Dark Ages terror policy 
h as been revea led to be centered around the recel}t 
con ference in  Houston of  the Musl im Brotherhood, 
held at the Rothko Chapel . The Rothko Chapel confer
ence, which brought in leading Is lamic fundamental ists 
from all over the world to explicit ly target the Saudi 
Arabian regime, was sponsored by Countess Domi n ique 
de M eni l .  nee Schlumberger .  The Countess , who is a 
member of a fam i ly-held industrial grouping that is 
extremely close to the Social ists,  was among the guests 
at the state d inner in Yorktown, Virgin ia given in 
M itterrand's honor .  

No wonder the old Comintern hack and long-time 
l ia ison with British inte l l igence, Boris Ponomarev of the 
Soviet Pol itburo, left the Social ist Party congress feel ing 
quite p leased with h imself. 
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Middle East Report by Robert Dreyfuss 

A Kremlin pact with Carrington 

The Soviets are lining up with Britain 's geopolitics to drive the 
United States out of the region. 

Soviet President Leonid Brezhnev 
i ssued an unusually strong con
demnation of the Un ited States on 
Oct. 27 for "endangering" Libya 
with "saber-rattl ing" in the Medi
terranean .  In  a speech greeting the 
arrival of the President of North 
Yemen, Ali Abdullah Saleh, Brezh
nev declared: "The so-called 'stra
tegic cooperat ion' between the 
United States and I srael means 
blood, destruction , and sorrow for 
the Arabs," and cal led for an inter
national "people's" al l iance to 
challenge "U.S .  imperial is·m ."  

Brezhnev's statement is  a signal 
from the top of the Soviet leader
ship that the Kremlin has adopted a 
po licy of fomenting chaos i n  the 
Middle East, using its radical all ies, 
such as Libya, to chal lenge the 
U nited States . Behind th is po licy i s  
a deal between Moscow and the 
British Secret In tel l igence Service 
under Foreign Secretary Lord Car
r ington to carve up the region and 
force the U .S .  out. The mediators in 
arranging th is  agreement are a So
viet KGB faction under Soviet 
Communist Party Central Com
mittee hardliners Michael Suslov 
and Boris Ponomarev-and the 
Russian Orthodox Church . 

The Oct. 1 7  arrival in Moscow 
of Patriarch Ignatius, leader of  the 
Antioch Orthodox Church, i s  seen 
by Arab intel ligence sources as an 
indication that the Soviets are plan
n ing "a major crisis" in  the M iddle 
East.  Lebanese sources report that 
the Patriarch' s  rare visits to the 
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Kreml in  are always fol lowed by 
fresh destabilizat ions in this area . 
Ignatius, a protege of the British 
Anglican intel ligence operative 
Herbert Waddams,  will meet Patri
arch Pimen of the Russian Ortho
dox Church, a leading KGB opera
tive. These sources report that they 
are now plotting a renewed war in 
Lebanon,  where the Antiochian 
Church has profound influence, 
with the compl icity of a fa�tion of 
Israeli intell igence centered around 
Defense Minister Arie l  Sharon as 
the first phase of  thei r policy. 

Lebanese diplomatic sources re
port that during the last week in  
October, Israel began massing 
troops in preparation for a terrorist 
attack from radical Arabs in south
ern Lebanon . 

As Ignatius was visiting Mos
cow,  1 4  communist parties of the 
Eastern M editerranean , the Mid
east, and the Red Sea convened 
their first regional meeting to coor
dinate tactics on "combatting U .S .  
activity" in t h e  area. T h e  partici
pants i ncluded the legal parties of 
Israel , G reece, Cyprus, Syria, Jor
dan , and I ran's  Tudeh Party, and 
the outlawed part ies of Turkey, 
Egypt, Sudan, I raq. Saudi Arabia, 
and Bahrain ,  with representatives 
from Ethiopia and Afghan istan . 

Qaddafi h imself del ivered a 
statement that was transmitted 
throughout the Arabic world on, 
Radio Tripol i  warning that Egypt's 
Hosni M ubarak would "soon re
ceive the same treatment delivered 

to Sadat ."  
And Radio M oscow's Arab

language broadcasts have taken on 
an increasingly radical tone. An 
Oct . 20 broadcast attacked Saudi 
Crown Prince Fahd's peace p lan 
and endorsed the cal l of the "Stead
fastness Front" meeting in Septem
ber in Libya that Arab states should 
"use a l l  resources at their d isposal 
. . .  i ncluding oi l  and the bi l l ions of 
dollars in American banks," as a 
weapon agai nst the U .S .  

Over the  same period, Moscow 
i ntensified i ts Arab diplomacy . Pal
estine Liberation Organ ization 
chief Yasser Arafat made a surprise 
visit to M oscow late last month, 
where the K reml in made the deci
sion to g ive the PLO ful l  diplomatic 
status.the fi rst major power to do so. 

The Ara fat visit, which was set 
up by Ponomarev was fol lowed less 
than 72 hours later by the . arriv
a l .of  both the PreSIdent of  North 
Yemen , and the K uwaiti Minister 
of State for Cabinet Affairs, Abdul 
Aziz Hussei n .  The stepped-up Sovi
et diplomacy ,  particularly with na
tions of the Arabian pen insula such 
as Yemen and Kuwait, i s  intended 
to pressure Saudi Arabia to open 
relations with Moscow . 

The unusual reception delivered 
Oct . 26 to North Yemenese Presi
dent Saleh is  meant to send a shock 
through the Saudi  el ite. North 
Yemen has traditionally been a 
strong Saudi al ly and a buffer be
tween Saudi Arabia and South 
Yemen , a Marxist-Len in ist regime 
which recently s igned a mi l itary 
pact with Libya. Arab sources re
port that the aggressive Soviet di
plomacy wi l l  probably benefit a 
fact ion with in the Saudi el ite cen
tered around Third Crown Prince 
Abdullah which favors closer ties 
with the Kreml in .  
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DatelineMexico by Josefina Menendez 

Unity of the left shatters 

Ayatollah Heberto threw a temper tantrum when he wasn 't 
chosen as the left 's presidential candidate. 

One of the most sophisticated op
erations against the stabi l i ty of the 
Mexican pol itical system got hit 
badly this week when the Mexican 
Workers Party (PMT), led by Aya
tollah Heberto Casti l lo ,  angrily 
stomped out of the negotiations 
which were bringing the Mexican 
left together in a bloc. 

EIR has seen documents prov
ing that the brains of the intended 
unification of the left. announced 
last month, is nothing other than 
the M exican right: the Jesuit Social  
Communication Center (Cencos).  
This Cristero entity, directed by 
Jose A lvarez Icaza, who along with 
Porfirio Miranda has promoted the 
"Christian-Marxist" dialogue, has 
been one · of  Ayatollah Heberto 
Casti l lo 's  primary bulwarks of sup
port . Alvarez Icaza has worked for 
years to bui ld  an a l l iance to do to 
Mexico what Khomein i  d id to Iran . 
As the confidential documents we 
reviewed show, the Cencos strategy 
was to pul l  every Mexican left party 
out of any form 0 f traditiona l  pol i
tics, and into an al l iance premised 
on anarchist host i l i ty to the state. 

A key piece of this strategy was 
that, once unification was achieved, 
Heberto Cast i l lo  would be elected 
as the "strongman" of the coal i 
tion . That is ,  Cast i l lo  would be Sec
retary General and the un ity candi
date for President .  

I n  less than a month,  the ent ire 
Jesu it apparatus was announcing 
through a l l  the media at its d isposal 
that Heberto, "the most charismat-
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ic and best known opponent of the 
government" (i .e. , of  industrial de
velopment p lans) would he the left 
candidate. Al l  the left press, includ
ing the Communist newspaper 
Oposicion. the daily Uno mas Uno. 
and the weekly Proceso. trumpeted 
that Heberto was the man.  The op
eration reached its cl imax Oct. 1 7  
when the peM held i ts national 
congress.  Jesuit-control led PCM 
chief Arnaldo M artinez Verdugo 
announced in  his long keynote that 
the PCM would make i tself disap
pear into a new left un ity party . 
That party, he announced, would 
promote a un ity candidate for Pres
ident, Heberto Casti l lo .  In fact,  the 
leaders of the six other left parties 
were already up on the PCM plat
form, chanting along with the PCM 
mob, "the left united wi l l  never be 
defeated ." But when the dust set
tled at the end of the PCM con
gress ,  they had nominated an o ld  
trade unionist from their ranks ,  
Othon Salazar-and not  Ayatol lah 
Heberto-as their presidential  can
didate. The spank ing new "unity of 
the left" was shattered-defeated 
by the counter-attack of Moscow, 
Eutocommunism, and the Mexican 
government itsel f. 

I learned from wel l-i nformed 
sources that the Soviet leadership 
disapproved of the a l l iance: Russia 
i s  reportedly more interested in the 
po litical stabi l ity of the Mexican 
government than in  encouraging 
the disappearance of one of  its sup
posedly fraternal parties. And they 

passed the word on to the PCM 
leadership .  

Another factor was Ital ian 
Communist boss Enrico Berlin
guer' s visit to Mexico . Berlinguer, 
present at the PCM meeting, mani
fested his total lack o f  enthusiasm 
for their "popular front" tactic by 
not once mention ing the central 
theme of unity in  his speech closing 
the conference. And in  contrast to 
Martinez Verdugo' s  plaints about 
the "repressive" Mexican govern
ment, the Ital ian Communist chief 
publicly thanked President Lopez 
Porti l lo  for the courtesy of  granting 
him a private meeting. Berl inguer 
also congratulated Lopez Portil lo 
for the Cancun summit,  while tell
ing the local Communists he would 
stand c\l!ar of  M exican internal pol
itics . 

We also learned that some 
forces inside the Mexican govern
ment energetica l ly explained to the 
PCM that support for Heberto 
could cause some unspecified 
"problems" to the PCM's  electoral 
efforts. 

What is  certain is  that the Mexi
can Workers Party (PMT) refused 
to accept unity, and promptly an
nounced their withdrawal from the 
unity talks unti l  after the Ju ly 1 982 
e lections.  Yet less than 48 hours 
after the PMT pul lout, i ts leading 
intel lectual quit the party . Francis
co Paoli Bol io,  educated by the Jes
uits at the Universidad I bero
A mericana,  and currently Dean of 
Polit ical Science at the Autono
mous Metropol itan University, is
sued a tearfu l  open letter bitterly 
decrying Heberto's fai lure to see 
that his move would destroy the 
party . 

Can the left sti l l  remain united 
without its "charismatic" figure? 
That' s what analysts now ask . I 
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International Intelligence . 

Japan, Mexico upgrade 
economic ties 

The fi rst act taken by J apanese Foreign 
M inister Sunao Sonoda upon ret urning 
from Cancun on Oct.  26, according to 
Japanese press reports, was to elevate the 
Japanese Ambassador to Mexico,  
Nobuo Matsunaga; to the post of Dep u
ty Foreign M i ni ster for Economic Af
fa irs .  M atsunaga had been Am bassador 
to Mexico si nce 1 97 8 ,  and , in  recent 
months especia l ly ,  had emerged as a 
leading proponent of fu l l -scale Japanese 
collaboration with Mexican industr ial i 
zation plan s .  

At t h e  s a m e  time, t h e  M i n istry o f  
International Trade a n d  I n dustry ( M I T I )  
announced t h e  largest-ever Japanese 
trade and investment m i ss ion to M exico , 
Nov.  6- 1 8 . Headed by B u n ich iro Tanabe, 
Chairman of the Board of M i ts ubish i ,  
Japan ' s  largest trading company,  the del
egation w i l l  be composed of 1 3 1  govern 
ment officials  and executives of trad ing 
co mpan ies,  dep artment stores, manufac
turing companies, and banks .  

One of those i n  the miss io n ,  Bank of 
Tokyo head M i noru Nishima,  s u m med 
up the Japanese attitude to a M exican 
reporter on Oct. 26.  Japan,  he said,  i s  
ready t o  " fi nance t h e  ind ustrial ization o f  
Mexico ," because it sees in  M exico a 
"reliable partner." Nish ima,  asked i f  
Mexico ' s  foreign debt were a problem, 
answered that it  was not,  beca use Mexi
co' s  im ports go into i n d ustrial proj ects.  
I n  the short term,  M ex ico could be "an 
ind ustria l  power," he concluded . 

Socialists prepare for 
power in Spain 

The Spanish Social ist  Party, led by Felipe 
Gonza lez, i s  preparing itself to take pow
er in general elect ions in  Spai n .  General 
elect ions in  Spain are not due to occur 
until  1 98 3 ,  but recent developments have 
substant ia l ly weakened the rul ing Dem
ocratic Center U n ion (UCD) of Prime 
M i n i ster Calvo Sotelo . If the government 
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is fu rt her weakened , observers predi ct 
general elect ions wel l before that t ime,  
a n d  a l i kely victory for the Social ists .  

The l atest b low to the Cen ter U n ion 
resu lted from l ast month's elect ions for 
the regional  parl iament in Gal ic ia ,  one of 
Spai n ' s  northern states, which took a 
sharp twist to the right .  As a resu l t ,  the 
Center U nion wil l  a lmost certai n ly have 
to form a coal it ion with the right-wing 
Pop u l'ar A l l i ance Party i f i t i s  to contin ue 
its rule in  the regio n .  If th is  happens,  
however, the Center U n i o n ' s  stature as a 
"center party, "  relatively free of domi
n ation of o ld  Francoist  elements, wi l l  be 
severely tarnished.  A l ready the country ' s  
Socia l  Democrats have announ ced that 
they wil l  leave the national government 
coal i t ion if the right-wing a l l i ance takes 
pl ace i n  G alicia . 

Pellecer still a 
Jesuit, says order 

Father Eduardo Pe llecer, a former leftist 
g uerri l la  with the G uatem alan Army of 
the Poor (GAP) has been brainwashed to 
denounce the Jesuits '  invo lvement in  left
wing terrori s m ,  and rem ains  a Jesuit 
nonetheless, according to a press state- ' 
ment in l ate October by the order's re
gional  head , Cesar Jerez . 

Pel lecer appeared at a government
sponsored press con ference in Septem
ber to expose the Jesuits'  pol it ical activity 
with the terrorist G A P; and col l abora
tion with Am nesty I nternational  and 
Caritas .  

Pel lecer hi mself had d isappeared 
some months earl ier-broadly said by 
the left to have been k idnaped by the 
rightist death squads . H owever, he sa id ,  
he had, i n  fact,  j o ined the g uerr i l las .  In  
h i s  government statemen t ,  Pel lecer stat
ed that he wished to leave the Society o f  
Jesus,  but  remain a priest . 

The renegade Li beration Theo logist 
is  cu rrently touring other Latin A meri
can countries, under sponsorsh ip o f  the 
right-w ing m i l itary govern ment to g ive 
broader exposure to h is  den u nciation o f  
the "Theology of L iberat ion,"  a move 
which has left the order badly shaken . 

Cesar Jerez, attempting to recoup 
agai nst  the blow , however, told the press 
that "our  order i s  not a merry-go
round,"  but "a serious  congregation 
where wh oever wants to get out m ust go 
through a long process s i m ilar to that 
which one goes through to get i n ." 

Lutherans blasted for 
greenie support 

Ho lger Borner, Governor of the West 
German state of Hesse and a close ally of 
Chancel lor Helm ut Sch m idt  i ssued a dra
matic denuciation of the German Lu
theran Ch urch Oct . 25 for i ts support of 
the environmental ist  movement .  

Refer,ri ng to the notorious fact that 
the Lutheran C h u rch was an inst itutional  
col laborator o f  the Nazis d u ring the 
1 920s and 1 930s, Borner said that " cer
tain ch urchmen" among the Lutherans 
are now try i ng to make up fo r their fai l
ure to oppose the Nazis by co l l aborat ing 
with the greenies ag ainst a democratic 
govern ment.  

I t  was the Lutheran Church which 
sponsored last month's  so-ca lled peace 
dem o nstrat ion of 250,000 in  Bon n .  That 
demonstration was an attempt at desta
b i l iz ing t he government of Chancellor 
Sch midt  i n  favor o f  the terrorist environ
men tal ist wing o f  the Social Democracy . _  

A 'white ' coup 
occurs in Peru 

A n  upheaval in the Peruvian m i litary 
which cu lmin ated in Oct. 28 's  cabi net 
shake up shows that c ivi l ian President 
Fernando Belaunde' s d ays may be n u m 
bered.  Belaunde loyalists,  who had sup
ported him during the 1 968 cou p  that 
removed him from the presidency, were 
o usted from the top posit ions in the 
army, navy, and a ir  fo rce . The m ost sig
n i ficant cabi net shift is  that Gen. Luis  
Cisneros,  former h ard- l ine  I n terior M in 
ister , m ade h imself Co m m ander o f  the 
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Army, the ideal posit ion from which to 
achieve h i s  ambit ions to enter Pizzaro' s  
Palace as Pres ident .  

A s  I n terior M i n i ster i n  1 976-77,  C i s
n eros made Per u a l iv ing hel l  in which a l l  
efforts to reverse t h e  austerity were sav
agely repressed . 

The shakeup was provoked by t he 
forced resignat ion of I n terior M i n ister 
Jose M arfa de l a  Jara, a l i fetime po l it ical  
partner of Belaunde and stalwart o f  his  
Acci6n Pop u l ar party . De la  Jara had 
protected the c iv i l  l iberties of  the M aoist 
Sendero L u m i noso terrorists who during 
t he last year have perpetrated over 1 ,000 
terrorist attacks,  largely agai nst power 
l i nes and unoccupied govern ment of
fices , After the M aoist provocateurs es
calated their guerr i l la  warfa re to make 
bloody attacks on pol ice posts i n  Ayacu
cho Department i n  early October, De la 
Jara's fate was sealed.  A state of  emer
gency was decl ared and the army and air  
force rounded up h u ndreds of known 
terrorists and sympatHizers i n  Ayacuch o .  

Peru intends t o  m a i n ta i n  an i m age o f  
democratic normal ity as part of  i ts  rene
gotiati ng its foreign debts ,  and to avert 
i nternational  attention from its  mam
moth cocaine expo rts .  Thus ,  Bela u n de 
m ay be al lowed to remain as figurehead 
to an i ncreasi ngly repressive regime.  

Germany signs nuclear 
pact with Egypt 

A state-to-state agreement was signed 
Oct. 27  i n  Bonn for the transfer of n uclear 
power-generat ing tech nology to Egypt . 
The Germ an M i nister of Research and 
Technology, Andreas von BUlow,  stated 
that the agree ment shows the Schmidt 
govern ment's  "commitment to Egypt's  
economic bui ldup,"  adding that Bonn 
has developed a broad strategy for stabi
l izing Egypt t hrough expan ded econom
ic cooperat io n .  

Von B U l o w  also announced t h a t  the 
two Germ an-bui l t  nuclear plants in 
Egypt could come on l i ne as early as 
1 98 3 ,  and cha racterized the new accord 
as a model for Germany's st rategy to
ward the underdeveloped sector, 
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The n uc lear-energy p rogram i n it i at
ed by Anwar  Sadat foresees 8 ,000 mega
watts of n uclear-generated power by the 
year 2000 i n  Egypt .  

FA D pushes 'Minimum 
Food Programs ' 

East A frica , u nder the  U n i ted Nations 
Food a n d  Agricult ure Organ izat ion 
( F  AO),  erratic distribut ion of  imported 
food stoc k s  is  be ing rep l aced by food
for-work programs cal led " M i n i m u m  
Food Progrm s . "  I n  Somal ia ,  food i n  
these progra ms means o n e  b o w l  o f  corn 
soup possibly supplemented with some 
dates and edible o i l  i n  exchange for a 

. day" s manual  labor .  
I n  the isolated i n stances in  wh ich con

dit ions. are " i m provil.1g ,"  the A m erican 
Counci l  of  Volu ntary agencies for For
eig n Service documents that  " i m prove
ment" means l ong-term m a l n utrit ion 
rather than s tarvat ion;  that i s ,  condit ions 
" i m proved" to a s lower fo rm,,af deat h .  

Pers i stent drought during the past 
decade is  el i m i n at ing the reg ion 's  meager 
crop product ion . Areas subj ected to tr ib
a l  and border wars-such as northeast
ern Uganda and Somal ia-have had 
their agric u l ture fu rther disrupted. 
Among A frica' s  least-developed co u n 
tries,  p e r  capita food production h a s  
d ropped 1 3  percent i n  the  p a s t  decade.  

The food-for-work progra m s ,  esse n
t ia l ly  modeled o n  the concentrat ion 
s lave- labor camps of Nazi  A l bert Speer, 
were the subject of  an FAO pol icy con
ference i n  Paris o n  the least-developed 
cou ntries th is  September . 

At the co n ference it was proposed 
that one-third of all aid to the LDCs be 
a l located for agriculture.  The U . N .  agen
cy is  on reco rd en dorsing "appropriate 
technology" agri cUlture, rather than the 
high-tech,n o logy transfer required to 
provide necessary food productio n .  

The other two-thi rds o f  a id i s  t o  p re
s u m ably go for further debt rol lover and 
energy costs .  Yet today a l l  LDCs com
bined-most of  the Third World-re
cei ved only  $800 m i l l ion  fro m  t he world 's  
financia l  inst i tut ions and aid agen cies . 

Briefly 
• Y O SH I H I RO I N A  Y A M A, 
t he head of Japan ' s  Keidanren 
b usin ess federat i o n ,  advocated a 
conc i l i atory trade policy toward 
Europe i n  a rep ort to Pri m e  M i n 
ister Zen ko Suz u k i .  I n ayama pro
posed both export restra int  by Ja
p a n  and an activist im port p ro
gram . The report fol lowed a 
stormy I S-day tour of Eu rope by 
m ore than 1 00  top Japanese busi 
ness  leaders i n  w h i ch the Japanese 
were m et with surpris ingly h a rsh 
protection ist threats . Others o f  the 
b us i n ess delegates, however,  ar
gued that  Japan should not cave 
in to what they regard as un
fou nded European dem ands .  

• N I COLAE CEAUSESCU o f  
Romania  issued c a l l  for t h e  Soviet 
U n i on to withdraw its m i ddle
range m issi les from Eastern Eu
rope . H e  also urged the U n ited 
States not to deploy such miss i les 
i n  Western Europe .  In doing so,  
Cea usescu plays i n to Brita i n ' s  
b u i ld ing o f  a "Third Force" for 
Europe. Ceausescu ' s  cal l  i m medi
ately fo l lows the recent  N ATO 
meet ing of foreign m lt1 1 sters, 
which also cal led for the withdraw
al o f  miss i les fro m Eastern Europe . 

• BORIS PON O M A R EV, Soviet 
Cen tra l C o m m i ttee Secretary and 
Dep uty Secretary Vadim Zagladin 
held h igh- level strategy sessi o n s  
with  the Fren ch govern ment and 
the Socia l ist  Pa rty leadership d ur
ing the latter's Paris co n ference 
last month . Zaglad i n  later an
n o unced that  "the Soviet U n i o n  is  
ready to participate i n  an i n terna
t ional  d isarmament co n ference if 
France should decide to organize 
i t  i n  Pari s ,"  and speci fied that 
Franc;ois M itterrand would pre
side over the conference . 

• HO C H I  M I N H  C i ty M ayor 
Mai Chi Tho will  head a delega
t i o n  of  V ietnam ' s  National  A s sem
bly  members to Tokyo o n  Nov. I 
to meet with Japanese Foreign 
M in ster S u n ao Son ada and to have 
i n -dept h ta lks  about a sol ution to 
the K ampuchean issue.  
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Mter AWACS: further 
, 

victories for sanity? 
by Richard Cohen. Washington Bureau Chief 

While no one in Washington is yet prepared to project 
the ful l  political effects of President Reagan's dramatic 
and unexpected Oct . 28 Senate victory for his proposed 
sale of AWACS aircraft to Saudi Arabia, most here now 
agree that the President has bought more than time: he " 
has attained what may amount to a final opportunity to 
reshape the policy and personnel of h is  administration .  

The AWACS vote represented a shocking and un
precedented defeat for the genocide lobby ,  headed by 
British Foreign Secretary Lord Carrington and the M it
terrand-directed Socialist In ternational .  However, in or
der to immediately consolidate the U .S .  position in the 
Middle East and crush the Anglo-French drive to desta
bi l ize the area, the administration will have to take the 
advice of National Democratic Policy Committee 
(NDPC) Advisory Council Chairman Lyndon La
Rouche. LaRouche, immediately fol lowing the AWACS 
victory. recommended to President Reagan that the 
United States join with Japan and West Germany to 
provide a nuplex-centered economic stabi l ization pack
age for Egypt. Mr .  LaRouche further suggests that the 
administration immediately consider a gold-reserve 
monetary reorganization aimed at discipl in ing the Lon
don-controlled private markets and the Federal Reserve,  
and al low for the immediate rechanneling of credit ,  the 
only available means for averting depress ion .  

Presidential fai l ure t o  seize this opportun ity wil l  shut 
the door on the President's  pol itical survivabi l ity, by no 
later than January of next year. 

The President was able to swing eight crucial Demo
cratic Senators, over the objection and private arm-twist
ing of the Democratic Party' s  nominal  leadership .  Dem-
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ocratic Nationa l  Comm ittee Cha irman,  banker Charles 
Manatt, the congressional Democratic leadership , in
c luding House Speaker Tip O'Nei l l ,  Senate Minority 
Leader Robert Byrd, and Senate Minority Whip Alan 
Cranston,  and a traitorous last-min ute prominent role 
played by former Vice-President Walter Mondale, were 
all di rected to defeating A WACS, j ust as they defend 
high interest rates , to saddle the President with the 
destructive effects . 

I mportantly,  the maj ority of the eight Democrats
particularly those who swung behind the President in the 
crucial last 48 hours, i ncl uding Senators David Boren 
(Oklahoma),  James Exon (Nev"ada), and John Melcher 
(Montana)-have formed, si nce at least May, a moderate 
caucus which has vigorously and open ly promoted a 
direct pres idential confrontation with Federal Reserve 
Board Chairman Paul  A .  Volcker and his crushing policy 
of  high interest rates . 

I n  fact, it was Senator Melcher himself who spon
sored a resol ut ion in  September that would have, if 
passed, forced President Reagan to confront Volcker. 
That resol ution was stopped by a combination of i ntense 
lobbying by President Reagan's most trusted economic 
advisers, i ncluding Office of M anagement and the Budg
et Di rector David Stockman,  Chairman of the Council 
of  Economic Advisers M urray Weidenbaum,  and" the 
Senate and House Democratic leadersh ip ,  with the sup
port of  M anatt' s DemocratiC National Committee . 

Further, there was" a sign ificant pro-AWACS move " 
among freshmen Republican Senators . Many of these 
Senators have become, over the course of the past two 
months, the most active in pressuri ng the White House 
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for a bold immediate battle-p lan against h igh interest 
rates . In fact, Senate Maj ority Leader Howard Baker, 
appearing on  nationa l  televis ion Oct . 25, warned that the 
number-one issue facing elected officials nat ional ly is 
high i nterest rates . 

Beyond providing the President with a ready-made 
anti-Vo lcker a l ignment of Rep ub l icans and Democrats 
in the Senate, the AWACS lobbying process exposed 
incred ible weaknesses in  the President' s nat ional-security 
apparatus. Sources close to the White House are all but 
convinced that Nat ional  Security Adviser Richard A l len 
will soon be rep laced. In addition ,  there are reports now 
circulat ing in  Washington which suggest that admin is
tration house-clean i ng may reach the treacherous Secre
tary of State . 

Over the course of the week p rior to the vote, Whi te 
House sources gave simi lar  indications concern ing the 
future of the admin istration ' s  economic brain-trust .  

The President' s "secon d  round of  budget cuts" is 
under savage attack on Capito l Hi l l ;  on Oct . 2 1  i t  was 
reported that the gross nat ional  product had decl ined an 
additiona l  6 percent;  on Oct. 23 it was reported that the 
September Consumer Price Index h ad shot up an  as
tounding 1 . 2 percent; fina l ly ,  budget-deficit predict ions 
for fisca l 1 982 are now cl imbing up to the $ 1 00 b i l l ion 
mark . The credibi l ity of Weidenbaum and Donald Re
gan-particular ly on Capito l H i l l-has col lapsed . What 
is clear is that the President 's  most trusted pol it ical 
advisers, including Chief o f  Staff James Baker I I I  and 
Counselor Edwin  Meese, have concluded that changes 
wi l l  have to be made at the sen ior  levels of both domestic 
and foreign pol icy-m ak ing .  

Important ly,  those changes wi l l  be  determined by 
how rapidly the President and h i s  po lit ical advisers grasp 
the opportunity the new a l ignment represented by the 
Senate AWACS vote, and further wi l l  be determined by 
how bold ly and dramatical ly they are prepared to re
shape White House economic po l icy .  Were the President 
to c l ing to a course of "practical pol i t ics" with Con
gress-a game wel l  known to Chief of Staff Baker, whose 
i nfluence is said to be ris ing-the economy would unrav
el i n to an unstoppable  general depress ion and the Presi
dent would find h imself i n  an unsalvageable pol it ical 
posit ion by no  later than January . 

I n deed ,  opponents of the AWACS sale are preparing 
the next flank against Reagan :  the economy.  Appearing 
on  nat ional  televis ion Oct .  25,  former V ice-President 
Mondale defended Volcker, stating that the Fed Chair
man was fbrced to adopt a h igh in terest- rate pol icy 
because President Reagan had i n it iated a sizable three
year tax cut, th us widening the budget defici t .  The fo l
lowing day , Oct . 26, Democrat J im Jones of  Oklahoma,  
Chairman of the House Budget Committee whose efforts 
had been applauded the day before by Mondale, told the 
annual meeti ng of the U . S .  Stock Exchange i n  Washing-

EIR N ovember 1 0, 1 98 1  

ton  that even i f  President Reagan's  "seco n d  round  of  
budget cuts and taxes" passed, the  budget deficit for 
fiscal  82  would reach an  astounding $ 100 b i l l ion . I ncre
dib ly ,  Jones ,  fo l lowing the tactic of the Mondale-Man
att-O'Nei l l  c l ique ,  ru led out a serious Democratic legis
lat ive-pol icy a l ternative unt i l  early next year .  

This treachery reached a high point o n  Oct . 26 when 
Rep . Joseph P. Addabbo (D-N . Y .) ,  Chairman of the 
Ho use Defense Appropriations Subcommittee, started 
work on the admin istration ' s  defense-spend ing b i l l .  Ad
dabbo shocked everyone p resent by proposing an $ 1 1 . 2 
b i l l ion  cut in the defense budget and the e l iminat ion of 
the B- 1 bomber and MX miss i le  programs .  Ted Stevens,  
Democrat of Alaska,  Chairman of the Senate Mi l itary 
Appropriations  Subcommittee, sent the White House a 
con fi dentia l  h it l i st that strips an additiona l  $2 .4 b i l l ion  
beyon d  the $2 b i l l ion  reduction i n  the defense budget 
a l ready proposed by the Presiden t .  In the letter, Stevens 
reported that he wi l l  attempt to k i l l  the B- 1 bomber 
program outright in his Subcommittee markup.  There 
are a l so i ndications that when the Subcommittee report 
goes to the ful l  Senate Appropriations  Committee , Re
publ ican Chairman M ark Hatfield (Oregon) wi l l  attempt 
to double cuts a lready made in Subcomm ittee .  

In principle ,  the administration has agreed to further 
deep cuts in the defense budget. In secret meetings o n  
Oct. 1 8  involv ing sen ior White House staff a n d  the 
Senate Republ ican leadership ,  a compromise package 
was worked o ut wh ich would have inc luded an addit ional 
$ 1  b i l l ion  i n  defense cuts . 

C lose observers of the White House point  to O M B  
Director Stockman a s  the key proponent of accept ing 
m ore s izable cuts in defense. I mportantly , Stockman's  
name has not been mentioned among those i n  trouble 
with the President 's  sen ior pol it ical sta ff. And of further 
note, i t  was James Baker I I I  who had backed Stockman 
in an ear l ier bout with Defense Secretary Caspar Wein
berger a imed a.t en forcing larger reductions in  the  de
fense budget . 

I n  addit ion ,  on Oct. 26,  the Senate F inance Commit
tee , headed by Robert Dole ( R-Kans . ) ,  sent a proposal 
to the W hite House suggest ing $50 to $70 b i l l ion in 
additiona l  new taxes to be col lected during fiscal 82 ,  8 3 ,  
and 84 . The  momentum toward large tax increase is so 
strong that M aj ority Leader Senator Baker had to eat his 
own words. Speaking on  nationa l  televis ion Oct. 25, 
Baker rejected the possibi l i ty of any new taxes for 1 982 ;  
two days l ater he was pub l ic ly recant ing .  

I ndeed, the mood on  Capito l  Hi l l  was summed up in 
the approach being promoted by Senate Budget Com
mittee Chairrrian Pete Domenici (R-N . M. ) .  Over the 
course of fiscal 1 982 to 1 984, Domenici out l i ned '$20 to 
$25 b i l l ion  in  addit ional  cuts i n  appropriations ,  l argely 
in defense, $30 to $40 b i l l ion in cuts in entit lement 
programs,  and shocking in creases in  taxes . 

National  5 1  



·The economy of Texas and 
the future of the Sunbelt 
by David Goldman, Economics Editor 

How wel l  can the Texas boom economy ho ld  up i f  the 
rest of the U ni ted States moves into a steep recess ion? To 
a great extent ,  the past yea r has a l ready answered the 
question :  apart from the o i l  sector ,  the most important 
Texas indust ries , inc luding chemica ls ,  e lect ron ics ,  and 
homebui ld i

"
ng, as wel l  as agricu l ture,  a re a l l  operat ing  

below year-ear l ier leve l s ,  and  al most certa in to fa l l  fu r
ther dur ing the com ing months .  

Oi l  dri l l i ng ,  measured by the number  of new r igs  in  
operation ,  i s  a t  an a l l - t iine record, o f  cou rse, and 37  
percent h igher than  a year ago .  But a l though g rowth w i l l  
cont in ue, l ack o f  pipe, equipment ,  s k i l led l abor ,  and  
perhaps even financing  means tha t  the pas t  year 's growth 
rate cannot be sustained through 1 982 .  The Dal las Fed
eral Reserve economists foresee on ly a 1 5  percent  growth 
rate in  the coming year, and EIR 's 'own econometric 
model i ndicates an even lower g rowth rate . 

The basic concl usion is that o i l  w i l l  not be ab le  to 
sustain the Texas economy through another bad yea r .  
Basic industries i n  the  nat ion ' s  mos t  prospero us state a re 
a m ix of i nd ustries heavi ly weighted toward growth 
sectors .  The Federal  Reserve 's  i ndustri a l  product ion in
dex for the state has, i n  fact, been dead flat for the ent i re 
past year, reflecting  the overa l l  stagnat ion of  the U .S .  
economy.  A few key  sectors whose rapid growth re flected 
the Texas boom are in serious trouble :  

Homebuilding : On ly 1 1 ,000 new s ing le fam i ly homes 
wi l l  be bu i l t  in the Houston area du ring 1 98 1 ,  less than a 
quarter o f  the 48 ,000 homes produced dur ing  1 978 .  
Apartment construct ion is a lmost as badly off: 1 4 ,000 
un its w i l l  be bui lt th i s  year, against 30,000 in 1 978 .  

Electronics : Softness i n  dem and for semicond uctors 
produced the fi rst layoffs on  a wide sca le  dur ing the 
h istory of the rapid ly-growing Texas semiconductor in
dustry . 

Aerospace : The fo ur maj or aerospace manufacturer"s 
i n  the Dal las  area la id  off s ign i ficant numbers of s k i l led 
workers and engineers over the sum mer, i n  response to 
softness i n  demand for civi l i an a i rcraft .  Despite the 
expectat ion of substant ia l  m i l i tary o rders through the 
Reagan defense budget increases, the aerospace com pa-
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n ies are no t  reh i r ing ,  and wi l l  no t  un t i l  a t  earl iest a yea r 
from now-if and when they are certa in that  a new round 
of  budget cuts wi l l  not wipe ou t  the expected i n flux of  
orders .  

Chemicals : The largest ind ustry i n  the state in  terms 
of  va l ue-added began fa l l i ng  sh arply dur ing the fi rst " 
quarter of  1 98 1 ,  from an index level o f  1 50 .0 in December 
to 1 4 5 .6 i n  Apri l ,  and has fa l len further s ince .  Both oi l  
refin ing  and synthetic fi bers, i n  which Texas has a l a rge 
portion  of the nat ion ' s  tota l  output ,  ha�e fa l len back 
s ign i ficant ly ,  and are expected to worsen during the next 
severa l months o f  economic  down turn . 

. I s  the Texas boom over? Var ious envi ron ment-or ient
ed th i nk  tanks are a l ready argu ing  ·that th is  year 's  
drought dem onstrates that  at tem pting to bui ld a h igh ly  
developed ag ricu l tura l  and i n dustr ia l  economy in  th is  
part of  the country was a bad idea i n  the fi rst p lace. The 
atten t ion of professiona l  academic doomsayers has sh ift
ed from the neglected Northern " ci t ieS ecl i psed by the 
"Sunbel t ,"  to the so-cal l ed "Sunbel t  cr is is ."  

Nothi ng has actua l ly  happened, however, to i nva l i 
date  bas ic  Texan opt im i sm .  But  the state of  the nat ion ' s  
and  the loca l  economy prove that  considerably more sk i l l  
and foresight wi l l  be req u i red to take  a successfu l  bus i 
ness through the nex t ten years than through the last ten 
years . 

Publ ic enemy n u m ber one is the Cha i rman of the 
Federal Reserve, Paul  Volcker .  Texas insurance compa
n ies and savings and loans are th reatened by the doub le
digit  in terest rates which Fed offic ia l s  b l i thely expect to 
persist through the 1 980s . A h igh rate of  savings and 
w i l l i ngness to lend  through i nst i tut ions  capab le  of  pro
v id ing capital to growi ng i nd ust ries is a cornerstone of 
Texas prosperi ty .  That prosper ity wi l l  not be secure i f  the 
state m ust depend on Canadian money bu i ld ing  down
town office bu i ld ings ,  rather than savi ngs and mortgage 
ban kers bu i ld ing  homes .  

The ind i rect effects o f  Federa l Reserve in terest-rate 
po licy upon the Texas economy are as bad; or wor�e, 
than the di rect effects .  The pr ide and source of  strength 
for al l  of  the state' s h igh-techno logy i ndustr ies has been 
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the Houston N ASA center . Now ,  under pressure from 
the Federa l Reserve-which  has increased the federa l 
gove rn ment ' s  debt costs by $30 b i l l ion per year-the 
adm i n is t rat ion is  rel uctant ly  shutt ing down v i rtua l l y  the 
whole N ASA progra m .  As  a l ready noted, the th reat of  
furt her  cuts  in the  deICnse budget i s  a major  depressant 
for the state 's  aerospace and other defense- related indus
try . 

Of a lmost equa l  concern is America n pol icy towards 
M exico ,  our  n at ion ' s  fast-growing trad ing partner and a 
poten t ia l  markep for  $50 bi l l ion  i n  V .S .  capi ta l  goods 
alone dur ing the next decade . The l ast admin i st rat ion did 
n ot want-in the words of Zbign iew Brzezinski-"an
ot her Japan  south of  the border" and ru ined energy dea ls  
tha t  were in the American i n teres t .  Now Pres ident  
Reagan  has  struck a friendsh ip wi th  President Jose l!.6pez 
Port i l lo ,  and si n cerely wants the r ight k ind  o f  re lat ions 
between the two coun tr ies .  But the Cancun Summi t  
meet ing  l a s t  week showed he had a lo t  to learn : to the 
exten t that  the speci fic  economic  pol ic ies he o ffered came 
from a scri pt prepa red by Treasury and State Depart
ment  officers who write o ff the ent i re deve loping sector ,  
the  U n i ted States w i l l  l o se  i t s  natura l  advantage in  trade 
wi th M ex ico . 

M exico does, i ndeed, want to become another Japan : 
the  l a rgest de legat ion of  busi ness leaders that  Japan has 
ever sent  to  any country wi l l  be offer ing to help Mexico 
do j ust t hat during the same week that  Texas Lyceum 
meets . However impressive the record of  Texas o i l fie ld 
service ind ustries ,  among others ,  in  export ing to Mexico,  
the next decade ' s  opportun i t ies wi l l  make the previous  
one ' s  look puny .  Th i s  has  not been lost on  other  trading 
nat ions . 

The g reat i rony of  the s i tuation  is that Texas might ,  
i ndeed , escape the worst  conseq uences o f  a fa i l i ng  U . S .  
economy ,  b y  vi rtue o f  i t s  proxim ity t o  one of  the greatest 
boom areas i n  the world economy.  Not merely the o i l fie ld 
market .  but the  dem�nd fo r capita l  goods , agricu l tura l  
techno logy , and  every sort of ind ustr ia l  "know-how" 
wi l l  generate dem ands for Texas ingenu i ty from the 
M exican side-rega rdless of whether Ronald Reagan i s  
ab le to  put the Vo lcker prob lem under contro l .  

But t h e  opportu nity w i l l  n o t  present itse l f  in front  o f  
your office doo r .  The  immense improvement i n  Mexican
Amer ican re la t ions  s ince Pres ident Reagan took office i s  
fa r from grounds for co mplacency .  A l l  ind icat ions a re 
that the Presiden t h imself does not fu l ly  understand  the 
Central American problem,  and has to deal with a State 
Department  t hat t h i n ks popu lat ion co ntro l  by any means 
is  the only important American objective in  the  region . 

Texas is go ing to have to fight  hard for i ts  chance for 
prosperity i n  the 1 980s, not  merely by stretch ing  its 
tradi t iona l  ingen uity ,  but by p lay ing the kind o f  role in 
the na t i on ' s  pol it ics that guarantees that major  oppor
tun it ies a re not  missed . 
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Texas and the surge 
in U.S. -Mexico trade 
by Timothy Rush 

N o  area o f  V .S .  trade has  grown faster than that with 
Mexico over the past three years. Duri ng that t ime 
M exico has moved from fiffh place to th ird p lace in  the 
l i st of  American trad ing partners, and i s  rapidly moving 

" " up on  second-place Canada.  Trans lated i nto figures , the 
picture shows total  two-way t rade with Mex ico at $ 1 4 
b i l l ion  i n  1 978 ,  $2 1 b i l l ion i n  1 979,  and $34 b i l l ion  in" 
1 980. 

No state has benefited m ore from this  explosion in 
trade than Texas, whose pre-eminence i n  the production 
of oil and gas equipment has perfect ly m atched M exico's 
needs . I t  is est imated that a m in imum o f 7 5  percent of the 
Pemex technology acqu i red from the V .S .  has been 
Texan ;  and M ex ico i s  buying the vast bu lk  of its techno l -

. ogy i n  America.  Dur ing a four-year span i n  wh ich Mex
ico fu l l y  trebled its oil and gas production up to the 
presen t  2.7 m i l l ion bpd ,  it 's no wonder that the Texas 
procurement office in  Houston hand led more bus iness 
than al l other Pemex procurement offices combined.  

Texas benefited from Mexico's poor harvests of  1 978-
1 980, part icipat ing i n  the V . S .  grai n export bonanza 
wh ich peaked at 1 0  m i l l ion  tons  in 1 980. 

Houston 's Ship Channel Bridge, gateway to the Gulf of Mexico. 

National 53  



No precise stat ist ics on Texas exports to Mexico arc 
ava i lab le, but a 1 979 study conducted by the L BJ Schoo I 
of Publ ic  Affairs in Aust in extrapol ated Texas 's  share o f  
exports i n  key categories from Texas ' s  share i n  overa l l  
U .S .  product ion of  those i tems .  The top six :  I )  chem ica l :  
$ 1 63 m i l l ion  2 )  Non-electrical machinery :  $ 1 43 m i l l ion  
3) food products :  $65  mi l l i on  4) fab r icated meta l :  $53  
mi l l ion 5) tran sport equ ipment :  $5 1 m i l l ion 6) elect r ica l  
and e lectron ic equipment :  $46 m i l l ion . In most categor ies 
these figures underest imate the s i tuat ion ,  s ince they do 
not take i n to account  Texas' s  prox im i ty to M exico ,  the 
oi l  and gas technology bonanza, and other factors . And 
i n  a l l  areas of trade, Texas has gained by the concentra
t ion of transport throughout  Texas border-cross ing 
points-fully 65 percent  of a l l  American goods bound 
for Mexico in  1 980! Figures from the I n ternat ional  Trade 
Administrat ion of  the Commerce Department show the 
fol lowing phenomenal increase in border traffic over the 
past decade t hrough the two Texas border customs  d i s
t ricts of EI Paso and Laredo :  ( in  mi l l ions  of  do l l ars) 

I mport 
Export 

El Paso 
1 970 1 980 
1 80 1 ,497 
87 1 ,754 

L aredo 
1 970 1 980 
370 2,668 
963 8 , 302 

The Port of Houston announced th is  year t ha t  Mex i 
co i s  now its n um ber-one sh ipp ing partner .  

The trade surge i n  fact led to bott lenecks when the  
spectacular leap i n  Mexican product ion goods im ports 
in  1 979- 1 980 coincided with the su rge in gra in i mports .  
Tra in  cross ings at Laredo, McAl len and Brownsvi l l e  
backed up for m iles, and M issour i  Paci fic  fo und i ts 
storage s id ings crammed a l l  the way back into the M id
west . 

Much of that problem has eased today .  M exico 
ironed out some of  the transport chaos i ns ide the coun
t ry .  Customs procedures improved; U .S .  exporters got 
more savvy about properly fi l l ing  out paperwork ; and 
probably most  important ,  the flow of goods  i tse lf eased 
off somewhat, pa rticu larly as the Mex ican grain purchas
es resumed lower levels .  

t' And of the future? The basic c l imate for trade i s  set in 
Washington and M ex ico C i ty,  not  i n  Texas and its s is ter 
border states in Mex ico . The Reagan admin i strat ion 
seems to be gett ing off to a good sta rt i n  revers ing the 
bitterness of the Carter years, which too k the edge off of  
what cou ld  have been an even greate r boom for U . S .  
producers and transporters . 

At the first fu l l  session  of the new U . s . -Mex ico Jo in t  
Commissio n  on  Trade and Com merce in  Mex ico C i ty 
Sept. 2 1 -22, U . S .  Commerce Secretary Ba ldr ige u n ben t a 
b i t  from l ectur ing Mex icans-whose m ixed system of  
pub l ic  and pr ivate production under  s tate sector  d i rec
tion has worked out  well for both partne rs-on the  

54 National  

merits  of  Br i t i sh-style " free en terprise ."  " Developing 
countries, l ike Mex ico-in their  eagerness to expand 
their  i ndustr ia l  base, i ncrease exports ,  and raise their 
people 's sta ndard of l i v i ng-sometimes req u ire govern
ment i n terven t ion i n  the pr ivate sector .  We understand 
that ," he dec lared .  

In  a m ajor  trade and tech no logy in i t iat ive, the U .S .  
delegat ion stressed. renewed i n terest i n  Mex ican n uclear 
development-an in terest meet ing an encouraging Mex
ican response (See EIR , Oct. 20) . Some lesser issues were 
a lso success fu l l y  smoothed out, such as adj ust ing the 
steel t rigger price on Mexican steel imports so that the 
base price i s  taken as of del ivery in Houston rather than 
at the Eagle Pass border cross ing .  

Among the un reso lved i ssues i s  truck ing .  The U .S .  i s  
demand ing  "reciprocity" so that  U.S .  truckers, currently 
ban ned from operat ions in Mexico , gai n  the opportun i
t ies which some Mexican firms have i n  the U . S .  Mexico, 
however, is  in  no great hu rry to work out  a b i l ateral 
agreement on the point : i t  has noted U .S .  Trade Negoti
ator B rock ' s  i n terest i n  conven ing an i nternat ional  
GATT- l i nked negotiat ing round  on  exactly such " i nvis
ib les" as the truck ing  i ssue represents ,  and wants to see 
the outcome on th is level fi rst . 

The bigger prob lem areas to be overcome are the 
i ssues of General System of  Preferences-the U .S .  is 
th reaten ing  to apply I ts new "grad uation" theory to ease 
Mex ico out of som e  benefits here-and  of  counterva i l ing 
duties .  Ba ldrige kept  open the trade warfare opt ions  in  
th is l a tter category dur ing h is Mex ico v i sit . One of  the 
ch ief  theorists of  such trade war :  U n iversity of Texas' s  
S idney  Weintraub .  

M ost important are the  broader economic pol icies of  
the  Reagan admin i stratio n .  H igh i n terest rates a re  the 
s ing le  most important factor cutting i n to M exico ' s  i nter
na l  expans ion p lans at th i s  moment .  The m uch heralded 
econo m ic problems of Monterrey 's  A l fa Group, for in 
stance, were triggered by a sudden leap of $ 1 1 0  m i l l ion i n  
debt repayment costs . Some $750 m i l l ion has  been cut 
from the fi rm's  1 982  expansion p lans .  

And  cont in uing dec l in ing  energy consumption i n  the 
Un i ted States as wel l  as most of  the other  OECD import
ers has left Mexico with at best a flat perspect ive for 
future energy sa les-the motor for its growth and the 
method of  payments for the import surge . I t  wi l l  be a 
number of years before other exports can reduce o i l ' s  
cruci a l  ro le .  F ina l ly ,  the Admin i strat ion wi l l  have to  
p ump some new l i fe and funds  in to  the  Eximbank ,  i f  the  
U n i ted States i s  to successfu l ly compete on such big
ticket items as $ 1  b i l l i on  n uclear p lants .  

Hence, 1 98 1  trade shou ld cont inue t o  c l imb ,  probably 
. to the $40 b i l l ion range. But  susta ined strong growth 

thereafter wi l l  requ ire that the admi nistrat ion pu l l  the 
country out of  the c urrent Volcker-Stockman economic 
nosed ive .  
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INTERVIEW 

Governor Clements talks to EIR about 
past and future relations with Mexico 

The following interview with the Governor of Texas, Wil

limn Clements, a Republican. was conducted by EIR 's 
Harley Schlanger on Oct. 29 in Houston. 

Schlanger : A lot of credit has come your way for the role 
that you have played i n  helpi ng  to shape re lations  with 
Mexico . What has been the important accom pl i shments 
so far in improving U . S .- M exican relat ions? 
Gov. Clements : Wel l ,  I th ink  that undoubtedly the s ing le  
most  important factor has been to be ab le  to open up the 
line of communications .  I t  doesn ' t  do any good to have 
a telephone i f  the l i ne  is  dead . In my endeavors, we are 
now enjoying an open l ine ,  where at least we' re ta l k i ng 
to each other and d iscuss ing  mutual  problems .  That 
sounds l ike a s imple thing to accompl i sh ,  and you won
der why i t  was not  heretofore exist ing,  but i t  d idn ' t .  
People ta lked ,  but nobody l istened . Too often,  there was 
a one-way conversat ion ;  too often the U nited States was 
ta lk ing  down to Mex ico,  i nstead of  ta l k ing  to Mexico as 
a partner and as a neighbor,  as a sovereign state . 

Because of  the Mex ican cul ture and  the type o f  peop le 
that they are and their tradit ions ,  they want to be treated 
with respect . Part of  that respect has to do with the 
recognit ion that they are i ndeed a sovereign state, that 
they are o ur neighbor, and that they want to be treated in 
a neighborly fash ion . On that fundamental  premise I 
have been able to open up the l ine  of comm un icat ion .  

Schlanger : N o w  the l ines are open ,  what d o  y o u  see as 
the im mediate priorit ies? 
Gov. Clements : I have sa id on many occas ions that the 
most sensi t ive area in  our  re lat ion sh ip has to do with the 
undocumented worker.  Some people refer to i t  as the 
i l legal a l ien ;  the Mexicans  prefer to cal l  i t  the undocu
mented worker, and I appreciate the nuance .  I th ink  i t  
has been d ifficu lt i n  the past for the U .S .  to recogn ize 
that this i s  in fact the most sens i t ive area we have between 
us . I wi l l  say to you that unt i l  we solve this problem,  or 
unti l we properly address this problem , we are not  goi ng 
to solve the others . This  one strikes r ight ,  a t  the heart of 
the re lat ionsh ip .  
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Schlanger : Some o f  the press have made a great fuss 
about whether you switched your pos i t ion [on the Rea
gan immigrat ion program ] . . . .  
Gov. Clements : That's  nonsense .  

Schlanger : What do  you th i nk  at th i s  po int  of the Rea
gan pol i cy ,  and where do we go from here? 
Gov. Clements : I agree with, my M ex ican governor asso
ciates wh o met with us in EI Paso recent ly that President 
Reagan 's  program as articu lated by Attorney General 
Smi th ,  who headed up the cabi net task  force, is a great 
first step fo rward,  with emphasis on " fi rst step" and on 
" fo rward ."  They don ' t  consider it a step backward-it ' s  
a beg i nn ing ;  I don' t  th ink i t ' s  m uch more than a beg in 
n ing .  

I th i n k  that  everybody has to real ize that  not on ly  wi l l  
Texas cont inue the i n-depth studies that we've had under 
way, we are going to further define those studies, and we 
w i l l  present  our pos i t ion before both the House subcom
mittee and the Senate subcommi ttees .  There wi l l  be 'some 
d i fferences in  our approach to the problem than the 
admin i strat ion ' s .  But I can assure you that i t ' s  a l l  in the 
spirit o f  con structive criticism or constructive sugges
tions .  We wi l l  n ot be the on ly  o nes putti ng  forward 
d i fferent  ideas. So I come back to what our M ex ican 
fr iend s  and governor associates said, that this i s  a good 
first step forward; there are some d i fferences, but  that's 
to be expected .  

Schlanger : You ment ioned d i fferent  approaches. One of 
those wh ich has had lots of  play i n  the press and has  been 
thoro ugh ly  rej ected by the M ex ican gov.ernment i s  the 
approach of the Hesburgh Commiss ion ,  and the b i l l  
presented by Sen . Walter H u ddleston ,  wh ich  says  that 
the first problem is  c los ing the border and the second 
problem is gett i ng M ex ico to reduce its popu lation .  This 
was the proposa l  which had come forward from the 
Carter admin ist rat ion around the program of Global 
2000. What are your comments on that? 
Gov. Clements : Wel l ,  not on ly  is c los ing the border 
absurd, i n  my judgment it's impossible .  All of us  i n  
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Governor Clements 

government have a start ing point  which has Lo do with 
the rea l wor ld ,  and the real  world te l l s  me that we cannot  
close the  borders .  

In Texas , we have over a thousand mi les o f  border 
along the Rio Grande River, and some of  i t  i s  very wi ld 
wi lderness a rea . There is  no way i n  th i s  world that we can 
physica l ly c lose th i s  border .  I don ' t  know of any good 
neighbors that have, so to speak ,  a Ber l i n  Wal l .  I am 
absol utely opposed to that sort of  thing.  Any solut ion 
that we come up with has to address the mutual ity of  our  
problem and have the concurrence and agreement o f  
Mex ico . I f  Mex ico i s  no t  i n  agreement with i t ,  i t ' s  not 
going to work,  I don't  care what the p lan is .  

The so-cal led " H esburgh plan" or the "J immy Carter 
plan" that not on ly inc ludes the closed border but  also a 
b lanket am nesty, that 's  no p lan . And M exico doesn ' t  
want that;  they don ' t  want to lose the i r  c i t izens .  and we 
don' t  want  that .  We i n  Texas would go right up the wal l  
on some k ind of general amnesty for a l l  these undocu
mented workers .  That i s  not the r ight approach to the 
prob lem . 

Now the other i ssue, that has to do with decreased 
populat ion ,  h i ts a very sens i t ive nerve i n  Mexico . I th i n k  
President Lopez Port i l lo  a n d  a l l  o f  the governors wi th  
whom I ' ve d i scussed this i s sue agree that thei r rate of  
populat ion growth must be slowed and they' re working 
at i t  . . .  and I m ight add that they are mak ing p rogress in 
this regard . 

Schlanger : I th i nk  ' i t 's  fa ir ly  clear that their approach, 
which I th ink  i s  a correct approach, i s  that it 's not  a 
populat ion problem, i t ' s  a problem of having the re
SQurces, the industry , and the technology to be  able to 
provide for the populat ion . Ambassador Gavin has taken 
steps to address th is  in  his statement i n  Mex ico City . He 
sa id that  there would be no  more "obstruct ion i sm"  i n  the 
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U ni ted States toward M ex ican development .  In  particu
lar he put fo rth the idea of oi l  for techno logy , and 
inc l uded in  that was the idea o f  n uc lear  techno logy for 
o i l .  
Gov. Clements : I agree fun damenta l ly  that  the p roper 
approach, the long-term approach. for Mex ico i s  to bui ld 
thei r i ndustr ia l base, and by bu i ld ing their i ndustr ia l  
base,  they create j obs ,  they help the i r  economy and they 
i ncrease their g ross n at iona l  product. They do all those 
th ings, but I want to emphasize that that i s  l ong-term
not short-term .  For the k ind  of i ndustria l izat ion that wi l l  
have the i mpact that people l ike  to ta lk  about ,  beyond 
the year  2000, we  are  ta lk ing about enormous amounts 
of capi tal . We' re tal k ing about a gain i n  techno logy, i n  
persona l  sk i l ls-career sk i l l s  for the Mex ican people, 
n o ne o f  which can be accompl ished overn ight .  So we 
have, fi rst of a l l ,  a short-term set of problems that we 
must address . Then we have long-term goals that must 
be addressed and implemented over t ime. But  let' s not 
confuse short-term and long-term . 

You know,  i t ' s  wel l and good for var ious i ndiv idual s  
to ta l k  in  g lowing terms about  " i ncreased i nvestment ," 
"p lanned development ," " i ndustr ia l  base ," " l itera l ly 
h undreds of  thousands of  new j obs ,"  and "rais ing the 
stan dard o f  l iv ing and mak ing work i n  M exico more 
attract ive," and so forth-that' s fine .  You know I could 
ta lk  about motherhood i n  those same glowing terms ,  but 
you are tal k i ng about a cycle that wi l l  p robably cover 
two to th ree generat ions .  We have a set of problems that 
i t  i s  in our  m utua l  i nterests that we ident ify ,  and  try to 
find so lut ions  to them in the short term.  

Schlanger : W hat k i nd o f p rogress do you see being made 
i n  the short  term? 

' 

Gov. Clements : Wel l ,  I th ink  good progress i s  being 
made, ta lk ing about com m erce, in the usual  sense-we 
are not on ly export ing from the Un i ted States, but we are 
import ing  fro m  M ex ico . I n  other words, aga in ,  a com
municat ion between the two states, where i t  flows both 
ways .  We' re ta l k i ng about tour ism-both ways .  We' re 
ta lk ing about cultural  exchange-both ways; we are 
ta lk ing about educationa l  opportun it ies-both ways; 
and I can go on and on .  Environmental  problems along 
the  border-there' s no  use wait ing long-term for these 
problems,  we can add ress them right now.  The energy 
prob lem , I agree, is a short-term problem . I f  we need the 
energy, and they have the energy, there' s no reaso n  why 
we can ' t  work this to our m utual  benefi t  on a fai r  market 
pr ice .  

There' s another set o f  problems that are l ong  term; 
they requ i re a d i fferent approach , and they have to be 
carefu l ly  cons idered-long-term as to the imp l ications 
wi th in  M exico ,  where they are fundamental ly related to 
a long-term M ex ican plan that employs the resources of 
the U ni ted States , whether i t ' s  i n  straight-out,  s imple 
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capital  terms, or whether i t ' s  i n  partnersh ip ,  busi ness
venture terms ,  or whether it's in  the exchange of techno l 
ogy . 

But these are th ings that are sovereign decis ions 
with in M exico .  And  they wi l l  have long-term impl ica
tions within M ex ico , and they are the ones who h ave got 
to make that decisi on .  

Schlanger : Do you  see t he  economic  p l an  of t he  Lopez 
Port i l lo  adm in istration as a step in the r ight d i rect ion 
then? 
Go\'. Clements : Yes, I do . I don ' t  guess that I ' m  ent i t led 
to an opinion as a Texan and a U . S .  c it izen , but I m uch 
admire Pres iden t Lopez Porti l l o .  I h ave high respect for 
his  j udgment and h i s  vision ,  if yo u w i l l ,  of wh at M ex ico ' s  
a l l  about; where i t ' s  been in  the past, where i t  i s  now, and 
where i t ' s  go ing in  the future, and I thi nk  he ' s  made an 
exce l lent Pres iden t for Mex ico . 

Schlanger : Do you see the probabi l i ty for cont in uity 
with M iguel de la Madrid? 
Go\'. Clements : I don ' t  th ink  there is any question  about 
i t .  I have discussed th is  with some of  my friends in 
M ex ico at cons iderab le  length . I 'm satisfied that there 
wi l l  be cont inu i ty and , if anyth ing ,  that De la M adrid is  
a logical next step forward i n  th

'
i s  overa l l  p lann ing  for 

Mex ico . I th i nk  he is the r ight k ind of choice .  He  has a 
wel l -k nown and recognized background ,  in economics 
and fi nancia l  matters, i n  budgetary matters, and he wi l l  
be ,  in my j udgment ,  a good person to carry forward these 
plans and th i s  vision that President Lopez Porti l l o  h as 
enunciated so wel l .  

Schlanger : I n  t he  past, t he  Un i ted States has, particu
larly under the Carter adm in istrat io n ,  been very u n rel ia
ble as a partner .  The Reagan admin istrat ion has made 
steps to improve that .  . . .  
Go\'. Clements : I j ust want to make the po int  that one 
President's term of four yea rs is a very short t ime in 
h istory and that I don ' t  at a l l  th ink  that Mexico looks 
upon the U ni ted States as unrel iab le .  I don ' t  th ink they 
ever did thi nk  that .  I th ink  that they thought we could 
have chosen a better Pres ident than Mr .  Carter, but ,  
nevertheless, they rea l ized aga in  that that i s  short-term , 
and th is  relationsh ip-this goes on forever .  I n  h istory 
four years is noth ing .  And Mexico , I th i nk ,  has a great 
respect for the U n ited States. All we have to do is  to do 
our part as a good neighbor,  as a partner with Mex ico , 
and I am convi nced that they wi l l  do their part .  

Schlanger : Was there progress m ade at Cancun? 
Go\'. Clements : Always from meeti ngs of th is  k i nd ,  prog
ress is  made. I th ink  those meetings are good . The most 
i s  accompl i shed on  what you wou ld term "non-substan
t ive issues . "  The fact that they do get together, the fact 
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that they do ta lk  about mutual  problems,  t he fact that 
these l i nes o f  com m un icat ions  do open up-I  th ink that 's  
the important th ing .  

Schlanger : What do you see as the economic  out look for 
Texas up ahead? 
Go\'. Clements : Exce l lent .  

Schlanger : What can Texas say to the rest of  the country? 
Go\'. Clements : Wel l ,  I don ' t  th ink the rest o f the country 
represen ts the k ind of bus iness environment  that Texas 
does . We don ' t  have a corporate income tax in Texas, we 
don�t  have a persona l  i ncome tax i n  Texas We have one 
of the very lowest tax rates i n  tht; u i l l ted States . We have 
a very strong  right-to-work law i n  Texas where the 
un ions  ca nnot  be and are not  dominant .  These are the 
things that I th i n k  make a state have a strong economy 
o r  not . The free-en terprise system flourishes in  Texas
Texas exempl i fies the spir i t  of the entrepreneur .  And  you 
can take that as  a begi n ning  and say ,  "Wel l ,  i s  that true 
i n  New York?" Or " I s  that true in M ichigan ,  o r  Pen nsyl
van ia ,  New Jersey , or Massach usetts ,"  and un der those 
circumstances you might come up with the answer, 
"Wel l ,  no  that rea l ly i sn ' t  true ."  They do have excess 
taxat ion ,  they do have a domineer ing factor in  their 
unions .  Free en terpri se does not  flourish , the spi r i t  o f  the 
ent repreneur is dead . I cou ld  j ust go  on  and o n .  

I am not  preach ing gospel or  t ry ing  t o  stimu late more 
people to come to Texas-we have more people coming 
to Texas than we can say g race over. We've got them 
coming from both di rect ions .  

Schlanger : Do you foresee an i ncrease i n  t rade in  Texas 
with M ex ico th rough the ports and i s land trad ing a reas? 
Go\'. Clements : I th ink  i t  w i l l  cont inue .  I know of no one 
i n  a sen ior pos i t ion in  the M ex ican government  that 
doesn ' t  agree w i th me that th i s  wi l l  cont in ue. And one of 
th,e reason s  i s-they ' re for i t  and I 'm for i t . I t' s  no  
accident tha t  when  we meet i n  EI Paso tha t  a l l those items 
were on the agenda;  i n  the i nterim period between meet
ings ,  we had subcomm ittees meet ing on i t .  

Schlanger : As someone who has had some exper ience 
with defense po l icy i n  the past I ' d  l i ke your comments on  
t he  AWACS victory yesterday .  
Go\" Clements : Wel l ,  I strongly supported the  Pres ident 
i n  h i s  program with the1 AWACS and ,  as a matter of fact; 
I predicted a victory for the AWACS a month ago . This 
i s  n ot a new posit ion . I fe lt that the Pres ident would win .  
I thought that others were not on ly  on  the wrong side of 
the i ssue-they were on  the wrong side for the wrong 
reason s !  They rea l ly  hadn't thought  it t h rough,  and they 
rea l ly didn ' t  know what they were tal k ing  about .  And i t  
was  on ly r ight  and logical that the President would  
preva i l  on that issue.  
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Global 2000 

Haig pushes for a 
'write-off' policy 

by Lonnie Wolfe 

Capitol H i l l  sources confirmed at the end of  October that 
Alexander H aig's State Department is working from a 
secret triage l ist of  developing-sector countries i n  design
ing U .S .  pol icy.  

'According to a senior congress ional  sta ffer with high
level contacts i n  the State Department, Undersecretary 
of State for Economic Affairs Meyer Rashish has set up 
a secret task force within the department .  Its assignment 
is to examine U .S .  trade with developing-sector co untries 
i n  so-cal led strategic materia ls  vital for the operat ion of 
the U . S .  economy, especial ly for the defense sector .  
Rashish is reported to be proceeding from the premise 
that during this decade parts of the developing sector wi l l  
plunge into chaos caused by overpopula.t io n .  H i s  task 
force i s  thus preparing a l i st of  nations that supply the 
U nited States with vital materials whose t rade m ust be 
triaged because of the a l leged potent ial  for populat ion
induced instabi l i ty .  Trade with these countries is to be 
phased out over a 5 to 10 year period,  and plans made to 
seek for stable suppliers . Where this is  not possible, 
Rashish' s  group p lans to force U .S .  consumption cuts 
and substitution of expensive synthetics . 

"They are working total ly from the k ind of  popula
t ion perspect ive laid out in  the Global 200 Report , "  said 
a congressional aide who had been briefed on the work 
of the group .  

"They have written off whole  sect ions of Afr ica , 
Latin America,  and Asia," said another source fami l iar 
with Rashish 's  think ing .  "The assessment is that these 
countries cannot survive and are headed for popu lation 
ho locausts . There is l i tt le that we can do to prevent it ;  so 
we must decouple as m uch as possib le ."  

A congressional a ide with connect ions to the Com
mittee for the Year 2000, the el i te group of prominent 
citizens and former government officials establ ished to 
propagate the Global 2000 policy doctrine, said that 
Rashish i s  operati ng with the ful l  approval of  Secretary 
of State H aig. 

Within State , the Rashish .group is reported ly coor
dinating with the Agency for I nternational Develop
ment, (AI D) and its Director, Peter McPherson , an overt 
supporter of Global 2000 . A I D ,  which coordinates a l l  
non�mi l i tary assistance p rograms, is  be ing instructed not 
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to channel aid i nto countries that cannot  be saved . In 
addit ion ,  State Department desk officers wi l l  be instruct
ed to tel l  potent ia l  private i nvestors not to waste their 
m oney on co untries that are being written off. 

Last spring ,  EI R reported that former Chairman of 
the Jo int  Chiefs of Staff Maxwel l Tay lor had drafted a 
h i t  l ist of developing-sector coun tries which he stated 
would ,  with i n  the decade, col lapse in to famine ,  epidem
ics, and population- induced wars, both internal and 
externa l .  Taylor drafted h is  report for the Draper Fund,  
and it was wide ly circulated by the Draper Fund's  pol it i 
cal lobbying arm, the Populat ion Crisis Committee . In 
art  i nterview publ i shed in EIR , Taylor ,  h imsel f a  member 
of the Draper Fund,  went even further. He stated" that it 
was strategical ly necessary to write o ff more than I 
b i l l ion people and several dozen countries .  

At the t ime,  based upon interviews with several 
sources internat ional ly ,  EIR charged that Taylor 's plan 
was the operative pol icy of  the State Department, and 
that Taylor's  tri age l ist  was being u sed to shape pol icy .  
The  State Department refused to deny  the charges . 

Now congressiona l  and other sources report that 
Rashish and other "realists" i n  the State Department 
concur with Taylor 's  assessment and will carry out the 
General ' s po licy recommendation .  These sources also 
say that the State Department wil l o fficia l ly deny the 
existence of the Rashish task force . When P9Puiation 
risks force shi fts in countries-i .e . , when they are added 
to the "triage l ist"-the State Department wi l l  c laim 
whenever possible that Soviet in terference has forced the 
shi ft ,  and wi l l  blame them for exacerbati ng a lready-exist
ing populat ion prob lems in a target country. 

Senator M ark H atfield ( D-Ore . )  has i n troduced leg
is lat ion ,  S. 1 77 1 ,  that would establ ish an I nteragency 
Counci l on G lobal Resources, Environment ,  and Popu
lation .  The Counci l ,  said H atfield i n  a statement accom
panying the Oct . 26 i n troduction of  the b i l l ,  "would be 
m andated to develop a nat ional  popu lat ion po licy .  This  
pol icy would incl ude a declaration encouraging nat ional  
populat ion  stabi l izat ion  i n  the " long term . "  The Counci l  
would review exist ing laws, regu lat ions ,  and programs 
fot the p urpose of mak ing recom mendations to the 
president and the Congress as. to the need to modify or 
e l im inate programs and activit ies "which l im it the 
achievement or implementation of the pol icies and pur
poses of this Act ." Hatfield ,  one  of the earl iest opponents 
of the Vietnam war on sel f-described moral grounds,  
now fi nds hi mself keeping close company with the archi
tects and overseers o f  that war . 

As for the White H ouse, on ly the Pres ident and h is  
c losest advisers are to see the resu lts of the pol icy p lan
ning . They will see the assessment of  the risk s-without 
the genocidal assumpt ions that are beh ind them . Accord
ing to sources , the Presi dent is  not yet "tough enough" 
to u nderstand such matters .  
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The Weathermen 
and Mr. Civiletti 

by Donald Baier 

The Chairman of the Nat ional  Democrat ic  Pol icy Com
mittee charged Oct . 26 that Carter Attorney General . 
Benjamin Civi letti had acted to quash outstand ing fed
era l warrants against  Kathy Boudin and other mem bers 
of the Weather U nderground terrorist group two yea rs 
ago,  at the same t ime Civi l et t i ' s  Just ice Departmen t was 
concentrat i ng its fi repower on secur ing the Abscam in 
dictment of Senator Harrison Wi l l iams (D-N . J . )  and 
other congressmen . Warren Hamerman stopped j ust 
short of naming Civi lett i  as persona l ly respons ib le  for 
the deaths of two po l ice officers and a private secur ity 
guard i n  the Oct . 20 bank robbery shootout i n  suburban 
Rockland County,  New York , where the notor ious Bou
din and other Weather Underground l eaders were fi na l l y  
arrested . B ut H amerman left l i tt le  doubt  that  he regarded 
the murdered law offi cers as casual ties o f  the Civ i lett i 
Just ice Department 's  reorientat ion away from invest i
gation and prosecution of  v io lent crime  i n  favor  of 
"white col lar" st ing operations aga inst labor,  bus iness ,  
and pol i tica l  leaders l i ke Senator Wi l l i ams .  

" I n  the  wake of the  Oct . 20 ,  1 98 1 terrorist acts o f  
Kathy Boudi n ,"  H amerman said i n  a statement ,  "the 
U.S .  Senate should move to conduct a fu l l  i nvestigat ion 
of the actions by the U .S .  Department of  J ustice i n  the 
Weathermen cases . I t  i s  not too late to br ing those 
responsib le for these needless deaths  to j ust ice ."  

Civi letti i s  current ly  tel l ing reporters that  " I  don ' t  
have any particu lar recol l ection of  events" at the  t ime 
that federal charges against  Boudin ,  Jeffrey C .  Jones, 
and other Weather Underground fugi t ives growing out 
of the 1 969 " Days of Rage" riots in Chicago and the 
1 970 town-house bombi ng in  New York were dropped .  
Yet  he and other  Carter Justice Department and F B I  
spokesmen have previous ly implied and cont inue t o  sug
gest that the deci s ion was the resu lt of a lega l techn ica l i ty .  
One such account was given i n  the Oct . 2 1 ,  1 979 Ne w 
York Times: "Otis Cox, an FB I  spokesman ,  said in 
Washington that the warrants had been dropped beca use 
the state of I l l ino is  'd ismissed the case . '  " 

On the same day, the Washington Post reported, "The 
FBI has quiet ly ended its I O-year pursuit  o f  s ix Weather 
Underground leaders, but arrest warrants rem ain in 
effect in Cook County [ I l l ino i s ] ,  a top local prosecutor 
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said yesterday .  State felony warrants charging aggravat
ed assau l t  and mob action  by the s ix continue, First 
Ass ist an t  State 's A ttorney Barry Gross sai d . "  

The  Weather Underground was  no t  the on ly terrorist 
group to  benefit  from Civi letti , Hamerman noted: 

" I  n a I l ,  1 6  persons ,  either accused fugi t ives o r  con
victed of cr imes stemming from pol i t ica l  terror ism were 
pardoned or had the ir  charges dropped during the t ime 
tha t  Civ i lett i was a top officia l  of  the Department of 
J ust ice . These i ndiv idua ls  inc lude Lol i ta Lebron , .  I rv in  
Torres ,  R a fael Cancel M i randa and Oscar Col lazo, a l l  
freed from prison sentences resu lt i ng from an armed 
attack on  the U . S .  H ouse o f  Representat ives in 1 950; 
I mari Obadele ,  Addis  Adabba, and Kar im Njabafundi ,  
a l l  of  the Republ ic  of  New Africa and impr i soned in  1 97 1  
o n  charges ranging from possession o f  sto len weapons to 
murder;  Car leton A rmstrong and David Fine,  wanted in 
con nect ion  with the bombing of the University of Wis
co ns in  A rmy Research Bu i lding i n  which one student 
died; and E ldr idge Cleaver, former leader of the B lack 
Panther Party faction which worked closely with the 
Weather U n de rground ."  

Pol ice in  M i ss iss ippi  m ade arrests Oct . 27 i n  which 
the " Republ ic  of New Afr ica" figured prominent ly .  Law 
en forcement o fficers increas ingly act on the hypothesis 
that a terrorist com m and apparatus exists l i nking a 
variety o f  groups ,  from the FALN to the Weather Un
dergro und to the M ay 19 Coal i t ion,  and that the terror
ists operate as one network .  

A 1 974 subcomm ittee of t he  Senate I n ternal  Security 
Commi ttee he ld hearings on the Weather Underground .  
The record o f  those hearings showed, among other 
th ings :  

• On Dec . 1 9 , 1 969, Boudin was ind icted by the Cook 
Co unty grand j ury for mob ,action stemming from the 
October  1 969 Days of  Rage. 

• On M arch 6, 1 970, Kathy Boudin fled from the 
G reenwich V i l lage town-house 'at  1 8  W. 1 1 th St .  after the 
Weatherman bomb factory a t  that address exploded. 

• On Apri l  2 ,  1 970, Boudin was i ndicted by a federal 
grand  j ury for conspir ing to cross state l ines to i ncite 
r iots .  

• On J u ly 23 ,  1 970, Boudin was among 1 3  Weather
men charged by a federal grand j ury in  Detroit with 
conspi racy to blow up po l ice stat ions in  New York, 
Ch icago , Detro i t ,  and Berkeley,  Cal i forn ia .  

Former A ttorney General Civi lett i  responded to a 
reporter ' s  suggest ion that i t  "had been a m i stake" for the 
government  to drop charges against  Boudin et al . :  "Why 
do you say that'? . . .  Why would the existence o f  charges 
or a part icu lar  charge have anythi ng to do with whether 
these part icu lar  acts wou l d  have occurred?" When the 
repor ter  responded, "They might have been brought to 
j ust ice . "  Civ i lett i objected .  "I don' t  fo l low what you 
sa id , "  he rep l ied :  "There are several leaps o f  fai th  there . "  
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Congressional Closeup by Barbara Dreyfuss and Susan Kokinda 

Rpulation control 
resolution introduced 
Representative Sam Gej denson 
(D-Conn .) and Rep . Pat Schroeder 
(D-Colo . )  i ntroduced a Sense of 
the Ho use Resolut ion Oct. 22 
which would encourage the Presi 
dent  to pressure world leaders to 
make an effort " in  world popula
t ion control and b i rth control 
throughout  the wor ld ."  

Both  Schroeder and Gej denson 
have previously signed a letter to 
President Reag�n urging h im to 
implement the Carter admin i stra
tion's Global 2000 Report. which 
cal ls for cutting back the world's 
populat ion by 2 bi l l ion with in 20 
years . In fact ,  i t  was the Populat ion 
Action Counci l ,  one of the maj or ' 
population-control groups, that 
helped draft th is  resol ut ion . The 
Populat ion Act ion Council recent
ly held a conference, attended by 
m any leading admin istration fig
ures inc lud ing Undersecretary of  
State Meyer Rashish ,  which urged 
businessmen to actively promote 
populat ion-control in underdevel 
oped nat ions .  The Cou(lci l i s  work
ing closely with corporate execu
t ives in lobbying for passage of 
th is  resolut ion . 

As Gej denson's a ide admitted, 
the resolut ion tries to sel l popula
t ion-control programs to those 
who would not normal ly back such 
programs, on the basis that U .S .  
nat ional security i s  involved. The 
resolut ion warns that as "the pres
sures for food and other foodstuffs 
i ncrease," nations would become 
chaotic and exports of strategic 
minerals would cease. 

It also tries to compel the Pres
ident to act, based on h i s  having 
heard the concerns of Thi rd World 
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leaders at the Cancun summit 
about underdeve lopment .  "This  i s  
especia l ly appropriate, with Presi 
dent Reagan today i n  Cancun a t  
t h e  North-South conference tak ing  
a look  at the  disparit ies i n  the  
world as  far a s  wealth and the 
industria l  nat ions ,  compared to the 
underdeveloped nat ions ."  

The populat ion-control  lobby 
is hopeful that the reso lu t ion  w i l l  
pass th i s  sess ion  of  Congress, be
cause there are al ready 72 co-spon
sors .  I ncluded are the  most outspo
ken backers of  populat ion control : 
R ichard Ottinger ( D-N .Y . ) ,  who 
put  forth h i s  own l egi s lat ion to set 
up an office to mon i tor  pop ulat ion 
trends ;  James Scheuer ( D-N .Y . ) ,  
who previous ly headed up a special  
comm ittee on  popUlation trends ;  
and Robert G arcia  (D-N .Y . ) ,  who 
has held hear ings on  G loba l  2000 . 

SPIS renews 
labor probes 
The Senate Permanent Investiga
tions Subcommittee (SPI S) recon
vened i ts hearings on  labor racket
eeri ng and·  corrupt ion on  Oct . 28 
with test imony from Labor Secre
tary Ray Donovan , who an
nounced that the Labor Depart
ment now fu l ly endorses the wi tch
hunt  tactics aga inst labor that have 
long been advocated by the Sub� 
commit tee and i ts  rank ing  minori
ty member, Sen . Sam N unn  (0-
Ga. ) .  Donovan , whose own confi r
mation hearings were m arred by 
ted Kennedy' s  unsuc<;essful but  
m uch-reported attempts to l ink 
h im to "corrupt" labor officials  
and pract ices, now appears to be 
bending over backward to prevtrnt 

a recurrence o f  such charges . 
Donovan put the admin is t ra

tion on record beh ind  N u n n ' s 
pend ing labor-racketeeri ng legis
lat ion (S .  1 1 63 ) ,  which wo u l d  re
move a union offic ia l  from e lected 
un ion o ffice immediate ly  upon 
convict ion o f  a cr ime,  rather  than  
upon fina l  exp iration  of  the appea l 
process, as is curren t l y  the  case. 
Donovan went so far as to  propose 
that S .  1 1 63 ' s  extens ion  to 5 to 1 0  
years of the period barr ing a con 
v icted offic ia l  from aga i n  ho ld i ng  
office be even further extended .  
Donovan further del ighted N u ll n  
by revea l ing that t h e  Labor De
partment has reversed i ts l ong
stand ing po l icy o f  pursuing pr i 
mari ly civi l charges agai n st v io la 
tors  o f  such laws  as ER I SA-
which governs  un ion  pens ioll 
funds-and would now actively 
seek out and pursue crim i n a l  
charges again st labor  o ffi cia l s .  
Nunn i nterrupted Donovan 's  tes
t imony to crow,  "This  is  by far the 
strongest statement of Labor  De
partment i n tent ions  in th i s  matter 
that I have ever heard . I fi n d  th i s  a 
profound ,  sign ificant ,  a n d  pos i t ive 
change ."  

Donovan a lso reported tha t  i n  
ear ly M arch t he  Labor Depart
men t , a long with Treasury and  
Justice, had establ i shed a task 
force on labor racketeeri ng which 
was a l ready refi n i ng  i ts "target
i ng" procedures . 

Fo l lowing Donovan ' s  test imo
ny,  Nunn carried out a l i t t le grand
standing with taxpayers' money , 
by flying i n  An thony  Scotto , the 
convicted former head of the 
Brooklyn local o f  the I n ternat ion
al  Longshoremen' s Associ ati on .  
Scotto ,  no t  surpris i ng ly ,  exercised 

EIR November 1 0, 1 98 1  



his  Fifth Amendment r ights ,  and 
refused to an swer quest ions .  Sub
committee member Warren Rud
man (R-N . H . ) suggested that  the 
Committee explore the possib i l ity 
of grant i ng Scotto immun ity in 
exchange fo r test imony on corrup
tion on the water front-a proposal 
wh ich wi l l  be explored by the 
Committee. 

The heari ngs cont inue with 
representa tives o f  the Teamsters 
Central States Pens ion Fund ,  and 
the  A FL-CIO's  Lane  K irk land . 

S killed labor shortage 
facing U.S. 
Senator L loyd Bentson (D-Tex . )  
made a series o f  lengthy floor 
statements d ur ing the l ast two 
weeks of October express ing con
cern about the shortage in  sk i l led 
l abor he says the U . S .  faces . 

Bentsen i n  a floor  speech Oct. 
22 presented a series of  statistics 
from the Departmen t of Labor on 
ski l led manpower shortages proj 
ected for the  1 980s which he  
warned merely i ndicate the  magni
tude of  the problem,  and are far 
below project ions of the Chamber 
of Commerce and others . Bentsen 
declared in  summary that,  "Our 
nation con fronts a shortage, for 
example, of 28 ,000 computer op
erators, or 2 1 , 300 mach in ists ,  each 
year of this decade. And an accu
mu lative sk i l led- labor shortage 
wi l l  exist in excess of 250,000 per
sons annua l ly ,  or  2 . 5  mi l l i on  over 
the ful l  decade in j ust the 1 3  cited 
occupations .  . .  These a re min i 
mum estimates . . . .  The actua l  to
ta l for a l l  sk i l led occupations IS 
substantia l ly h igher . "  
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Although Bentsen i ntends to 
make further statements on what 
shou ld  be done to correct the prob
lem,  he noted i n  his  floor  statement  
Oct . 22 that e i ther  more labor-sav
ing equipment cou ld  be introduced 
into workp laces to "stretch out" 
the ex ist ing sk i l led- labor poo l ,  or 
that ed ucat ion programs can be 
geared more toward meet ing the 
demands for sk i l led craftsmen . 

Bentsen announced that he  wi l l  
ho ld  heari ngs Nov .  3 in  the Jo int  
Economic Committee ' s  Subcom
m ittee on Economic Growth and 
I n tergovernmental  Relat ions to re
view the shortage of sk i l led labor .  
Representat ives of the American 
Electron ics Associat ion , the Na
tional M achine Tool Bu i lders and 
the �teria l s  Research Corpora
t ion are schedu led to test i fy .  

L ifting paraquat ban 
gains momentum 
Congress ional  efforts to overturn 
the so-cal led Percy Amendment , 
the ban against  us ing U .S .  assist
ance Act i n  mid-October. The act 
quat to eradicate marij uana crops, 
achieved a major  success when the 
Senate passed the Foreign Assi st
ance Act in  m id- October .  The act 
i nc luded an amendment which 
would repeal the ban ' that was 
origina l ly  put forward by C harles 
Percy (R- I 1 I . ) .  Senator Lawton 
Chi les (D-Fla . ) ,  who led the fight  
to repea l  the paraquat ban ,  had 
a lready gotten Percy' s  agreement 
to back the repeal  before the b i l l  
went to  t he  Senate floor .  

Efforts for the H ouse to take 
s imi lar act ion are stymied because 

the entire foreign aid b i l l  is  sta l led . 
The H o use has been unable to pass 
a new Foreign Ass istance Act for 
three years because of controversy 
obver various  aspects of the b i l l ,  
and so has on ly passed a continu
ing resol ut ion wh ich maintains 
program s  and aid at exist ing fund
ing .  

I n  an effort to get H ouse action 
on  the paraquat a mendment ,  four  
Congressmen introduced a sepa
rate b i l l  on  Oct. 22, H . R .  4822, 
which wou ld  l i ft  the ban on U .S .  
funds going for paraquat spraying .  
The four  Congressmen are Andy 
Irel and  (D-Fla . ) ,  E .  Clay Shaw (R
Fla . ) ,  Ear l  H utto (D-Fla . )  and 
Bi l ly Lee Evans (D-Ga . ) .  Con
gressman I re land declared that "It  
is  no  accident that three of  the 
members introducing th is  bi l l  to
day are from Florida . Our state is 
being l itera l ly bur ied under drug 
m oney-an estimated $7 b i l l ion  
every year . Honest bu sinesses and 
b us inessmen are be ing driven out .  
Ban ks are  flooded wi th  so m uch 
money they must  take three days 
to count cash from honest b usi
nessmen ."  

The Congressmen a l so detai led 
the findings o f  the House Select 
Committee on Narcotics Abuse 
wh ich show that, despite c la ims to 
the contrary, paraquat itsel f i s  not 
dangerous ,  should some m arij uana 
sprayed with i t  be smoked .  I re land 
also noted that M ex ico,  which has 
dramatica l ly  s lashed marij uana 
growing by us ing paraquat, had to 
spend on ly $ 1 0  mi l l ion  in 1 0  years 
to do so. Effective ly ,  use of  para
quat in Colombia ,  which suppl ies 
about 85 percent of U . S .  marij uana 
according to the Congressman,  
would cost  far less .  
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National News 

Donald Regan funded 
environmentalist groups 
Treasury Secretary Donald Regan m ay 
well ran k  as the person who has done 
more to sabotage nuclear energy than 
any other man in America.  From h i s  
posit ion as d irector o f  Wal l  Street' s 
Ch arles M erri l l  Trust ,  the Treasu ry chief 
channeled m i l l ions  o f  dol l a rs to anti
n uclear environ mental ist groups over the 
course of the 1 970s . 

Robert Zubrin reports in the Nov . 3 
issue of New Solidarity that  in 1 979,  when 
Donald Regan was President o f  Merr i l l  
Lynch and Company, the world's  largest 
i n vestment · firm,  and D irector of i ts  
Char les Merri l  Trust,  he s igned over 
grants ranging i n  val ue from $ 1 0,000 to 
$ 1 30,000 each to such groups as the Sier
ra Club,  the Natural  Resou rces Defen se 
Counci l ,  the Envi ronmental Fund,  the 
World W i l d l i fe Fund, and the Draper 
Fund/ Pop u l at ion Cris is  Comm ittee. The 
total value o f  Charles M erri l l  Trust 
grants to anti-n uclear and populat ion
red uction organ izati ons over the 1 970s 
adds up to m i l l i ons of dol lars.  The Treas
ury Secretary's  ten u re as President of 
M erri l l  Lynch , Pierce, Fenner and Smith ,  
I n c .  dates from 1 968 to 1 98 1 .  

Mondale backs Volcker 
Global 2000 
Former Vice-President Walter M o n dale 
apparently has hopes of taking back the 
White H o use i n  1 984 by supporting the 
very econ omic col l apse pol ic ies which 
caused the electorate to bounce him i n  
t h e  fi rst  p lace. On nat ional  televis ion Oct . 
25 M o n dale gave ful l  backing to Carter
appoin ted Federal Reserve Chairman 
Paul Volcker, whose i n terest-rate pol icies 
have crippled the U . S .  economy.  The 
Federal Reserve, decl ared M o n dale,  "is 
the only i n flat ion game in town . They are 
trying to keep a restrai n t  on i n flat ion . "  

M ondale unoffic ia l ly  announced h i s  
campaign for t h e  1 984 Democratic pres� 
identi a l  nominat ion with a m ajor  speech 
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t o  the Foreign Po l icy Associat ion Oct.  
20. A t  the same l uncheo n ,  M on d ale told 
EI R that he was si l l  beh ind the Global 
2000 Report put  out by the Carter admin
istrat i o n .  That document  cal led for a re
d u ct ion in the world ' s  populat ion by 2 
b i l l i o n  by the year 2000 . "I support the 
general  th rust o f  i t ,"  h e  said .  "The idea 
o f  reviewing the l i m i t s  of the world's 
reso urces. I wo uldn' t  want  to be held 
acco untable fo r a l l  the fig ures i n  the re
port,  but the general t h rust yes . "  

Due process hearing 
in Williams case 
In the Long I sland courtroom of Abscam 
J udge George C. Pratt,  fi nal  argument  
was g iven Oct . 2 1  i n  the j udic ia l  frameup 
o f  Sen . H arrison W i l l i am s  (D-N .1 . ) .  Wil
l i a m s  was fou n d  g u i l ty on M ay I i n  a t r ia l  
i n  which three major  excul patory docu
ments had been withheld from the j ury 
and from W i l l i a ms by .order of the Pre
s id ing J udge Pratt . The documents were 
i n ternal J ustice Department memoranda 
admitt ing that the Federal B u rea u of 
I n vestigatio n ,  after 1 3  months of p ursu
ing W i l l iams,  st i l l  had no case.  

The Oct . 2 1  re-heari ng o f  the due 
p rocess motions arose after these docu
men t s  later beca me publ ic .  A ful l  Senate 
vote i s  expected during the week o f  N o v .  
1 6  on whether to expel W i l l i a m s .  

T h e  focus  of the Oct . 2 1  re-hearing 
was whether,  i n  fact , st i l l  more exculpa
toy evidence i s  being withheld by Ab
scam Prosec u tor  Thomas Puccio or the 
Department o f  J ust ice .  

J u dge Pratt was obl iged to ask ,  "Are 
t here a ny more 302s [FBI  reports],  M r .  
Puccio?" A pregnant pause fel l  over the 
courtroom ,  after which Puccio ambigu
ously answered, "Nothing that I k n ow 
o f, Your Honor ."  This  answer tends  to 
corroborate what most legal observers 
have assu med to be the case, t hat in a l l  
l i ke l ihood add it ional  clearing evi dence 
rem ains  to be seen on W i l l i a m s  and h i s  
co-defendant Alex Feinberg .  With t h e  
proba b i l i ty that  s u c h  documentation i s  
outstanding,  there i s  no quest ion that the 
U . S .  Senate should not  entertai n  hold ing 
a vote on the question o f  expuls i o n .  

A t  o n e  point  during t h e  d u e  process 
hearing, Dean Erw in Griswold ,  a fo rmer 
U . S .  Sol ic i tor General who represents 
W i l l i a m s ,  characterized the govern
ment's  Abscam sting operation as 
"shamefu l ,  i m moral ,  and shocking i n  the 
extreme . "  Asking the co urt to consider 
the consequences of  condoning such ac
tions on the part of the govern ment,  he 
asserted i t  would be sanct ion ing a "pol ice 
state. " 

Griswold asked Pratt whether, i f  
every t ime someone played golf  with h im 
or walked into h is  office to d i scuss soci a l  
bus iness matters he had to worry i f  that  
person were taping h i s  con versat ion , 
would  not  he fin d  h imself  uneasy? 

To th is ,  J udge Pratt jo l ted forward i n  
h i s  seat and repl ied,  "Are you sayi ng that 
this wo uld  be a terr ib le  state o f  affai rs? 
My parents a lways taught me I should 
speak i n  private as i f  I were on stage at 
Carnegie H a l l . "  

New York mayors call 
for lower rates 
The N ew York C o n ference of  M ayors 
has  written a letter,  fo l lowing the speci
fications o f  the ir  Sept .  26 con ference res
o lut ion to President Reaga n regarding 
i n terest rates .  The res o l u tion  was intro
duced by A u b u r n ,  New York M ayor 
Paul Latt imore,  who h ad perso n a l ly con
tacted the President on the problem . 

The l etter by Con feren ce President 
Herbert D .  Brewer states:  

"The Execut ive Commi ttee of t he 
[New York]  Conference o f  M ayors,  at a 
meet ing held i n  the C i ty of N ew York on 
Sept .  26, 1 98 1 ,  adopted a reso lut ion 
which relates to the i m pact o f  high i nter
est rates upon our economy . . . .  

"We k n ow that  the goal of  your Ad
m i n i stratio n  i s  to red u ce i nterest rates.  
S i nce the t ime of the adoption o f  our 
resolut ion,  the prime rate h as dropped 
almost  two points ,  and it appears that 
such trend i s  down ward . Seem ingly,  the 
goal you seek wil l  be ach ieved . 

" N evertheless, i n  order to comply 
with the d i rective of the Executive Com
m ittee, I set forth herei n a portion of the 
resol ut ion . . . .  
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"Wherefo re be it reso lved, that this  
Executive Committee o f  the Conference 
of M ayors assemb led at i ts  fal l  meet ing 
i n  the  City  of New York , mot ivated by 
the best in terests  o f  the people o f  the  
State of New York , respectfu l ly ca l l s  
upon President Reaga n and officials o f  
t h e  Federal Reserve System t o  act to 
significantly red uce i n terest ratts with a l l  
d ue speed . " 

A copy of the letter was also sent to 
the Federal Rese rve Board in  Wash i n g
to n .  

Illinois court fight 
over NADC status 
The d rug lobby received a sharp blow 
Oct. 23, to its efforts to take over the 
state o f  I l l i nois  when State Attorney 
Genera l Ty rone Fah ner lost the first 
round i n  his courtroom bid to sh ut down 
the National A n ti- Drug Coal i t ion 
(NADC).  J udge John Hech inger o f  the 

. Cook County circuit  court  den ied the 
Attorney General ' s  req uest fo r a tempo
rary restra in ing  order which would have 
i mmediately ha lted a l l  Ant i -Dr ug Coali
t ion fundraising in  the state and a l lowed 
the goyernment to seize and dissolve the 
o n ly statewide organization fight ing the 
drug epidem ic .  

A spokesm an for the Coal it ion as
cri bed the A ttorney General ' s  extraordi
nary lega l dem and for emergency action 
without a fu l l  hearing to heavy pressure 
from the state' s drug lobby and the ultra
l ibera l Chicago Sun- Times. The Sun
Times and key drug-lobby figures have 
admitted they ar� deter m i nt: d  to destroy 
the National  An ti- Drug Coal i t ion ,  the 
spokesman said .  

Fah ner' s motion was argued by As
s istant  Attorneys General Danita Harth 
and Fl oyd D. Perkins ,  both of whom 
have worked with the Sun- Times to 
smear the An ti-Drug Coal i t ion for al
leged non-com pliance with the I l l inois  
charitable statutes . 

The N A DC has repeatedly i n formed 
the Attorney General that it  i s  not a 
chari ty but a po lit ical organ izat ion dedi
cated to a "war on drugs . "  The Attorney 
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General ' s  o ffice has admitted that i ts  ap
pl icati on of the charit ies statutes to the 
act iv i t ies o f  the N A DC is  " novel" and 
" u ncharted" lega l ly .  

Legal experts co n s u lted in  Ch icago 
pointed out that the Attorney General 
had hoped to gain a press coup for his  
beleaguered " i n vestigat ion" o f  the Na
t ional  A n ti- Drug Coal i t ion by the grant 
o f  a temporary restrain ing order. The 
tactic o f  not properly serving the N A DC 
in order to preven t  adequate legal repre
sentation was emp loyed for th is  res u l t .  
T h e  Coal it ion fi rst heard a b o u t  t h e  law
sui t  when the A tto rney General issued a 
press release reporting that it had been 
fi led . 

Soviets launch new 
killer satellite 
The latest issue o f  A viation Week & Space 
Technology reports that the Soviet Un ion 
has lau nchect a battle-stat ion capa ble of 
destroying U . S .  sate l l i tes in  l ow-earth 
orbi t .  The sate l l i te  i s  reported ly a rmed 
with c l u sters o f  gu ided miss i les,  which,  
according to Edgar U l samer,  sen ior edi
tor of A ir Force m agaz ine,  cou l d  repre
sent a serious th reat to the more than 1 00  
recon nai ssance and com m u n i cations sat
e l l ites that the U n ited States has placed 
in low-earth orbit . 

However, U lsamer stressed that the 
U . S . S . R . ' s  battle-stat ion would not be 
able to destroy those U . S .  satel l i tes which 
are in  geosynchronous orbit-22,OOO 
m i les up-which is the orbit  for the criti
cal early-warning satel l i tes .  A " k i l l "  of 
the geosynchronous satel l i tes w i l l  o n ly 
become poss ible  w hen the Soviets either 
emplace high-energy lase rs in  their  new 
battle-stat ion or place i t  i n to a h igher 
orbit using a TT-50 rocket,  (si m i l ar to a 
Saturn V),  goals the Soviets hope to at
tai n ,  acco rding to both U lsamer and to 
former A i r  Fo rce I n tel l igence Di rector 
Gen . G eorge Keegan . 

The Pentagon had no comment on 
the A viation Week a rt ic le, but  sa id that  
the Defe n se I n te l l igence Agency was 
loo k i n g  into the journal 's  c la im . 

Briefly 

• DONALD HOVDE, the new 
Undersecretary of Housing and 
Urban Devel opment cal led for the 
real -estate ind ustry to "help bring 
about a change of att itude i n  hous
i ng," at a meeting in Ho uston of 
the I n d ustri al Development Re
search Council  Oct. 26. "The phi
losophy o f  the seventies i s  not ap
propriate to the phi losophy and 
needs o f the eighties," he said . The 
new decade dictates a need ' for 
cl uster, town house, an d condo
type ho using, n ot the spl it- levels of 
the past. The country has been suf
fering from "a s ituation o f  excess
es ," Hovde concluded . 

• A NATIONAL conference on a 
project to bring water from Alaska 
to the H igh Plain s  and Colorado 
River regions and a revival of the 
1 960s National Ameri can Water 
and Power A l l iance proposal of 
the R .  M .  Parsons Company wi l l  
be sponsored by EIR on Jan . 27,  
1 982 i n  Denver, Colorado, at  the 
A i rport H i l ton Hote l .  The H igh 
Plai ns,  which feeds 49 percent of 
the nation's  cattle and 22 percent 
of agricultural exports,  faces near
term deplet ion of its water supply 

. from the Ogallala Aqui fer. Re
gional meetings lead i ng up to the 
Jan . 27 conference are planned for 
Phoenix,  Arizona, Canada, and 
Mex ico . 

• AN APPELLATE court Oct. 28 
upheld a 1 978 lower co urt rul ing 
that the A merica n  system of using· 
l ocal property taxes to finance 
publ ic-school ed ucation in New 
York State is inequitable and un
constitut ional . A final  decision on 
further appeal by the state is ex
pected during next sum mer. The 
appel late court rul ing bolsters the 
free enterprisers' m oves to end the 
A merican system o f  public, com
pulsory education . 

• THE ENGLISH-SPEAKING 
Union announced Oct. 29 that 
Secreta ry o f  State Alexander Haig 
i s  not a member. 
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Eye on Washington by Stanley Ezrol 

'John Paul II is 
a Marxist' 
Operati ves of  the Society of Jesus 
have in i t i ated a one-two-punch 
cam paign here to d i scredit Pope 
John Paul I I ' s  new encyc l i ca l ,  La
horem Exercens ( On Human Work ) .  
which newly  acc la ims  the  pr inc ip le  
of the necessity o f  man 's  i n creas ing 
mastery of  the un iverse. The l eft
wing attack appeared at a sem ina r  
on the encyc l ica l  sponsored by  the 
radical I ns t i tute for Po l i cy Studies 
( I PS) and addressed by former Rep . 
Father Robert Dr inan , S J . ;  Father 
Ph i l l i p  Land, S J .  of  the Jesuit th i n k  
tan k "Center for Concern ; "  M ar
cus Rask i n ,  of I PS among others . 
Speakers described the Pope's doc
ument as a "rad ica l  statement" for 
i ts defense of the r igh t s  of labor to 
organ ize, barga i n  co l l ect i ve ly ,  and  
stri ke .  M ons ignor H iggi n s  of the 
Domin ican Catho l i c  U n i versity o f  
America went so  far as t o  pra ise the 
Pope for addressi ng the M a rx ist 
issue of "a lte r ing t he  workers '  rela
tions to the means o f product i on . "  

'John Paul  II is  a right
wing libertarian ' 
Fol lowi ng th i s ,  the pseudo-conser
vative H er i tage Foundat i on  spon
sored a sympos i u m  at Cath o l i c  
Un i versity invo lv i ng  Father J im 
Scha l l ,  S . J .  o f  Je su i t  Geo rgetown 
Univers i ty ,  J ude Dougherty and  
Claes Ryn o f  Catho l i c  U n i vers i ty ,  
and Bruce M cCo l m  of Freedom 
H ouse, and  other New R igh t  acti v
ists . C laes Ryn, the most exp l ic i t ,  
compla i ned tha t  the Pope might  be 
mis i nterpreted as expres s i ng  a con
cern fo r a l l  m en .  W i th t h e  enthu
s iast ic approva l  o f  F a t h e r  Sch a l l ,  he 
made the as ton i sh i ng  statement 
that  Chr i s t i an i ty has  a l ways op-
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posed a concern for t h e  fa te Of the 
h uman spec ies  as being too " mor
a l ly easy . "  He ins isted that  Chr is
tian mora l i ty did no t  extend bey<md 
the i nj unct ion " love thy neighbor ," 
wh ich he asked to be" i nlerpreted 
l i tera l ly  as the on ly  acceptable sense 
of  respons ib i l ity for other humans .  
Therefore, he concluded tha t  the 
Pope could on ly on ly be support ing  
freedom for " mediat ing 
structures ," those " free associa
t ions of  i nd i vidua l s"  below the level 
of  nat ions ,  wh ich ,  according to 
h im ,  form the on ly bas is  for moral
i ty .  Ryn concl uded that  the Pope 
wrote Laborem Exercens in the 
Tory trad i t ion  of Ed mund Burke .  

Father Schal l  next suggested 
that the i n fl uence of  Brit ish econo
m i st Barbara Ward on John Paul I I  
shou ld  be exam ined ,  and  com
pai ned that  the encyc l ica l  was gen
era l ly  un i nsp i r ing and probably de
l i nquent in some respect, because it 
did not endo rse the role of the " free 
marketp lace" in determ in ing wage 
levels . 

Scha l l  to ld  me pr ivately that he 
was horr ified at the possib i l ity that 
John Pau l  I I  m ight be moving be 
yond his "Tho mi st and Ar i stote l ian 
backgro und" by "confus ing" crea
tive i n te l lectua l  act i v i ty with work . 

The next day ,  I went to what 
was b i l led as a debate between l ib
ertarian conserva t ive Terry Dolan 
of the N at iona l  Conservat ive Po l i t
ica l Act ion Comm ittee ( N C PAC),  
tra ined by the Jesu i ts  at George
town ,  and l i bera l  labor  consu l tant  
Vic  Kamber, who has  founded the 
Progressive Po l i t ica l  Act ion Com
mittee .  What  the two actua l ly an
nounced i s  that they had a l ready 
beg un to work together on the 1 982  
congress iona l  e lect ion  campaigns .  

Dolan sa id  tha t  i f  he  i s  success
fu l in  man ipu l at ing  "percept ion" 
of the  i ssues, the  N ew Right  w i l l  
sco re ba l lot v ictories despite the d
fects of  the i r  own pol icies as em
bodied i n  David Stockman . Dolan 

sa id ,  " I  th ink the standard [Ronald 
Reagan]  wi l l  be held to i n  1 982 to 
1 984 wi l l  not  be a particular ly 
strong one . . . .  In 1 934 the depres
s ion was worse than i t  was in  1 93 2  
when Rooseve l t  sa id ,  ' I f  y o u  elect 
me I ' l l  get you out of i t . '  " 

Kamber, responded, " M uch of  
what Terry sa id ,  I agree with . We 
w i l l  copy the New Right . "  He then 
out l i ned a campaign for attacking 
Senate Labor Committee C hair
man Orrin H atch for ra is ing money 
from Houston oil in te rests, con
c lud ing " I s  it ev i l  to ra ise money 
from o i l  PACs? Not  at a l l .  I s  i t  
wrong? Not  at a l l but  
those are the k inds  of tacti cs that 
h ave been used against the l ibera l  
cand idates .  " 

W hen I quest ioned Dolan , he 
rea l ized that  I was attack ing h is  
left / right partnership with Kam
ber. He  leaped to Kamber's  de
fense; "I don ; t  th in k i t  debases the 
pol i t ica l  p rocess to ta lk  about our 
issues,  or Vic ' s  issues . "  At wh ich 
point ,  Kamber  in terrupted, "our is
sues . "  To which Dolan responded, 
" Right ,  our issues .  What i t  boi ls  
down to i s  you don ' t  l i ke our  is
sues. " 

I chatted with Kam ber' s aide 
about the role o f  the Society of 
Jesus in leading both left- and right
wing pol i t ical  m ovements .  He sa id ,  
"The  order i s  cohesive. They work 
th rough d i fferen t ' movements to 
ach ieve their  goals ,  but they are a l l  
Jesuits . "  When  I asked h im what he  
thought about  the  batt le now rag
ing  in the Church between the Jes
u i ts and the Augusti.n ian current 
that the Pope is a l l ied with ,  he be
came qui te agi tated . "That's not 
true. The Society takes its o rders 
directly from the Pope. The order is 
ca l led 'the B lack Armies of  the 
Pope' because i t  does the Pope's 
di rty work . They a lways fo l low the 
leadersh ip  of the Pope ."  

M eth i n ks he d id protest too 
m uch . 
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Finally, a magazine that brings the science of progress 
to America s children 

The Young Scientist 
How does fusion energy work? 

Why are the Saturn results important? 

� is recombinant DNA ? 

The Young Scientist answers questions l ike this i n  
every issue-and has puzzles and experiments, stories 
of scientists and their discoveries, interviews, inven
tions, and photographic tours of the nation's leading 
scientific labs, museums, and high-technology in
dustries. 

Publ ished b imonthly (monthly beginning fal l  1 98 1 )  
by the Fusion Energy Foundation, The Young Scien
tist is part of a nationwide campaign to reverse the col
lapse of American education. 

Parents: Subscribe to the magazine that you'l l  wish 
you could have read as a child.  

Students: Read The Young Scientist and learn what 
you need to help make America's future. 

I want my family to talk about science. 
Enclosed is: 
o $8 for 1 year of The Young Scientist (5 issues) 
o $25 for a I -year membership in The Young Scientist 
Club (includes books, special meetings and trips) 

Charge my purchase to: 
o MasterCharge 0 Visa 

Card # _______ Exp. date _____ _ 

Signature _________________ ___ 

Name 

Address 

State __________ Zip ______ _ 

Make checks payable to Fusion Energy Foundation, Suite 
2404, 888 Seventh Avenue, New York, N .Y. 1 0019  

Endorsed by Leaders i n  Education, Science, and Industry 
"/ want to congratulate you for having introduced this magazine . • • •  There is. nothing more important these days 
than to confront the young mind with the scientific and technical challenges of our time in hope of a better future." 
Dr_ Friedwardt Winterberg, Professor of Physics, Un iversity of Nevada, Winner of the Hermann Oberth-Wernher von Braun 
aeronautics gold medal, 1979. • Dr. Frederick Tappert, Professor of Physics, University of Florida. • Dr. Joseph R .  Dietrich, Chief 
Scientist (retired), Combustion Engineering Company . •  Dr. Charles F. Bonilla, Professor Emeritus of Chemical, and Nuclear 
Engineering, Columbia Un iversity . •  R_ Thomas Sawyer, Founding Member, Gas Turbine Division, American Society of Mechanical 
Engineers. • Dr. Roy H udson, Scientific Liaison, Manager, The Upjohn Company, Past President, Hampton Institute. 
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