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Is America still the land of “liberty and justice for all”? Or, are we heading into a totalitarian police
state, like Nazi Germany or Soviet Russia? Read this book, and learn the truth about what happened
to justice in the United States. '
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Lyndon LaRouche, et al.
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Judge Albert V. Bryan was the judge who finally accomplished what a federal government “Get LaRouche” Strike
Force had been attempting to do since 1983. That task force swung into motion using the resources of the FBI,
CIA, IRS, and private agencies, at the instigation of Henry Kissinger, who bragged in the summer of 1984 that
“we’ll take care of LaRouche after the elections.”

The first federal case against LaRouche and his associates, held in Boston before Federal Judge Robert
Keeton, backfired on the government. A mistrial was declared, and the jury said they would have acquitted everyone
on all charges.

But in Alexandria federal court, the “rocket docket” did the job. Judge Bryan hand-picked the jury in less than
two hours, excluded all evidence of government harassment, and rushed the defense so rapidly that convictions
were brought in on all counts in less than two months from the indictment.

LaRouche was sent to jail for 15 years, on January 27, 1989, a political prisoner. The conviction and impris-
onment have provoked protests of outrage from around the world. In this book, you’ll see why.

664 pages, illustrated with index: $10 suggested contribution
Order from: Human Rights Fund, P.O. Box 535, Leesburg, VA 22075
Bulk rates available on request.
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From the Editor

Millions of U.S. television watchers who saw his half-hour broad-
casts during the 1984 and 1988 presidential campaigns know, that
Lyndon LaRouche has never told anyone to “read my lips.” Instead,
he has been out front with the bad news about the downward spiral
of the U.S. and world economy, and equally clear, direct, and com-
prehensive about the causes of the problem and the nature of the
solution—which he described a year ago as making a “bootlegger’s
turn” in the policies that have dominated the U.S. government for
the past two decades and more.

With his June 26 announcement, George Bush did not take a
“bootlegger’s turn”; he just backed down on his solemn campaign
promise in 1988, much reiterated since then, that there would be “no
new taxes.” Not that George wants to raise taxes—but he has run
right into the consequences of the fatal weakness LaRouche pointed
out at the outset of 1989 when he said: “The Bush presidency enters
office with the qualifications of men and women who tend to excel
at making money, without knowing how to earn it. As typified by
James Baker III, the more they themselves know about money, the
less they know about economics.”

Our Feature gathers the crucial evidence about LaRouche’s re-
cord on the economy, versus the dismal failures of those who op-
posed him and put him in prison to silence that voice of reason. We
have extended this issue to 80 pages in order to bring the entire
package to you in one week; we expect this magazine to become a
standard reference work for any public official or aspirant to office
who really wants to respond to the needs of the voting public.

A second major theme is tracking the advance of the neo-pagan
cult movement led by Britain’s Prince Philip and Robert “Body
Count” McNamara, and which goes under such various guises as
“environmentalism,” “ecology,” and now “animal rights” (see espe-
cially pages 6 and 60-62). Our investigators will soon be bringing to
EIR readers the accumulating evidence that the Soviet leadership is
knee-deep in the conspiracy of Duke of Edinburgh’s crowd to destroy
the Judeo-Christian faiths.

The new section on the Statistical Survey of the Physical Econo-
my, inaugurated last week, will resume in our next issue, dated July
20, after our usual Independence Day summer break.
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What ought to be on
the Houston agenda

by Chris White

On July 7, the heads of state and government of the Group
of Seven top industrial nations meet in Houston, Texas, to-
gether with their finance ministers and central bank chiefs.
For George Bush, a preview of what will be on the table
for the meeting suggests, perhaps, a healthy portion of the
broccoli the President says he finds inedible. For the world
at large, it is certain that the one agenda item which ought to
be discussed will not be.

What ought this agenda item to be? If the world were
ruled by reason, it ought to be obvious. The bankruptcy of
the dollar empire would be the top priority, in the context of
discussing how to organize a real economic recovery for the
collapsing economies of the Anglo-Saxon world, the disin-
tegrating economies of the Soviet Union and China, and for
the billions who live in the southern hemisphere, who face a
future which at this point offers only hunger and famine,
plague and war. The agenda ought to feature a program for
using reunified Germany as the motor for the rapid industrial
and technological development of Europe, centered in the
triangle that links Paris, Berlin, and Vienna—as Lyndon
LaRouche has proposed. The benefits of such a “productive
triangle” would spin off to other regions of the world.

Instead of this, the agendathe United States puts forward,
before the summit begins, includes these three points: “At
the Houston summit we will press for progress in the Uruguay
Round of trade negotiations, discuss economic support for
various countries, and review progress on the environment.”
This was announced by President Bush at a press conference
in Washington, D.C. on June 30.

West Germany’s Chancellor Helmut Kohl and France’s
President Francois Mitterrand will put on the table a proposal
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for a multibillion-dollar package to aid the Soviet Union
and Africa, and Japan’s Ministry of International Trade and
Industry has drafted a series of economic proposals for East-
ern Europe, though Prime Minister Toshiki Kaifu has made
it clear that Japan will not join the proposed Soviet package.
Great Britain and Canada are expected to support the United
States in refusing to put any money into a package to support
the Soviet Union.

‘Free enterprise’ insanity

That listing of Eastern European and African countries
presumably covers most of what Bush had in mind when he
spoke of “economic support for various countries.” What,
then, is the significance of the U.S. insistence that the Uru-
guay Round of trade negotiations—the General Agreement
on Tariffs and Trade (GATT)—and “‘progress on the environ-
ment” be included?

The answer is twofold, reflecting both the tactical com-
mitments of the moment, and the underlying policy which
has governed the U.S. approach to these gatherings since the
mega-summit process began in the middle of the 1970s.

In the Uruguay round of trade talks, the United States,
through such representatives as Secretary of Agriculture
Clayton Yeutter, has insisted that a time frame be adopted
by participants for the elimination of agricultural subsidies.

This is the work of the free enterprise wrecking crew,
demanding that governments which support food production,
by guaranteeing some form of income for farmers, cease
to do so. It is a policy aimed at especially the European
Community’s Common Agricultural Policy, at Japan, and at
Third World nations that attempt to protect their ability to

1
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produce food. It is a commitment to concentrate food control
in the hands of corporations like Cargill, Archer Daniels
Midland, and Continental Grain, while ensuring that the ma-
jority of the world’s population does not have enough to eat.

The heading “progress on the environment” conceals a
similar intent. Using such pseudo-scientific hoaxes as “the
ozone hole” and “global warming,” the Bush administration
is demanding the elimination of the industrial and technologi-
cal capabilities on which human survival depends. A case in
point is the call for a ban on chlorofluorocarbons (CFCs), on
the grounds that they are destroying the ozone layer—an
allegation that is without scientific foundation.

Kissingerian consensus politics

The Bush administration’s Houston agenda represents a
continuing commitment to policies which underlay the orga-
nization of these annual summits from their beginning. That
doesn’t mean a unified commitment among all participants—
far from it. It does mean, since such activities are organized
on the basis of what American and British liberals call “the
consensus,” that the underlying commitment to the evil intent
gets carried along with everything else, in the name of “con-
sensus,” “coordination” and so forth.

The Group of Seven summits began during the Ford ad-
ministration, under the prompting of then-Secretary of State
and National Security Adviser Henry Kissinger. The chaos
which had followed President Nixon’s decision to take the
dollar off the gold standard in 1971, and the oil shock of
1973-74, were the spurs. The intent, on the side of Kissinger
and his backers, was to organize a unified front among the
ma jor industrial powers against developing sector demands,
voiced by such leaders as India’s Indira Gandhi, Pakistan’s
Zulfikar Ali Bhutto, Mexico’s Luis Echeverria, and Pope
Paul VI for a new just world economic order. The demand
then was for a world conference, between the countries of
North and South, to create such a new order.

Against that demand, the Group of Seven affirmed, from
the Guadeloupe and Rambouillet summits of 1974 and 1975,
the primacy of the so-called international institutions—the
International Monetary Fund, the World Bank, and the
GATT—anddid so by insisting that murderous IMF austerity
conditionalities be enforced. Conditionalities policies, so-
called, were designed to enforce the commitment that unless
developing sector nations devoted all economic and financial
means to service of debt, they would not get new financing.
The intended effect was to destroy developing sector access
to advanced sector technology and capital goods needed for
development. The result, also intended by Kissinger and
company, who insist that the world is overpopulated, was to
plunge the developing sector, led by Africa, into a new Dark
Age of genocide, while pushing especially the United States
and other English-speaking countries into an economic de-
pression worse than that of the 1930s. All in the name of
protecting the political power of the financial institutions
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which was threatened by the demand for a just new world
economic order.

Weriting off the Third World

This is the nightmare which continues in the name of the
trade and environment agenda for Houston. The Twentieth
Century Fund and the New York Council on Foreign Rela-
tions, two of the outfits which came up with policies for
Henry Kissinger and the Carter administration in the 1970s,
have just published reports which make this clear. Called
“The free trade debate,” and “Governments and corporations
in a shrinking world,” the reports, authored respectively by
Gary Hufbauer of Georgetown University and Sylvia Ostry,
formerly chief economist of the Organization of Economic
Cooperationand Development (OECD), recommend that the
Third World nations be eliminated entirely from international
discussions on trade. The rationale offered is that many issues
now central to trade negotiations are peculiar to advanced
nations—for example, regulation of industry, commercial
andsecurities law, and anti-trust law. They claimthat GATT,
with almost 100 members, is too unwieldy a forum for such
discussions, and advocate its replacement by the 27-nation
OECD, made up of the industrial nations of North America,
Europe, and Japan. In the OECD, Third World nations will
have no directinput or voice.

The point isn’t whether GATT should be defended or
not. As an institution, it is a horror show. But, behind the
U.S. emphasis on trade is coming to the surface a proposal
to keep the developing sector out of international discussions
altogether.

This was a featured element during discussions held June
21-24 at Ditchley Park in England, the same Ditchley Park
that once gave its name to the Ditchley Group of banks,
which formed the core of the international creditors’ cartel.
The consensus at the Ditchley Park conference was that the
Third World would be “the object rather than the subject of
post-cold-war history, the problem rather than the solution,”
according to Edward Mortimer, the feature correspondent for
the London Financial Times, who attended the conference. It
was organized on the theme “Elements of change in interna-
tional relations: a foreign policy agenda for the 1990s.” Mor-
timer reported that the consensus was that the “new world”.
now emerging would be a “trilateral or tri-polar” world,
based on North America, Europe, and Japan, although, said
participants, “we would have to camouflage trilateralism in
wider global institutions.”

In a sane world, these annual summits would never have
gotten started in the first place. But they did; and they have
brought the world to the point where elements of the Anglo-
American Establishment feel free enough to put forward in a
public forum proposals designed to eliminate the developing
sector from the international institutions. There is only one
reason to do that, and it isn’t anything that anyone with a
human conscience would want to be associated with.

Economics 5



McNamara on crusade
for genocide in Africa

by Mark Burdman

Britain’s Prince Philip, president of the World Wide Fund
for Nature, has been leading an international drive to ensure
the reduction of the human population, particularly in Africa,
in order to make more room for the “wild creatures.” One
of his associates in this endeavor is former U.S. Defense
Secretary and World Bank president Robert Strange McNa-
mara, who is promising to carry out population reduction in
Africa with the same “efficiency” with which he implement-
ed the notorious Vietnam “body count” strategy.

McNamara was the keynote speaker at a conference on
“Population Problems in Africa,” whichtook place in Nigeria
during the week of June 18, under the patronage of former
Nigerian leader General Obesanjo and individuals associated
with the malthusian Inter-Action Council, headed by former
West German Chancellor Helmut Schmidt. The message that
emerged from that event, is that the combination of AIDS
and other diseases, regional and tribal wars, famines, and
other disasters that have hit Africa in recent years, has not
been effective enough in stopping the “population explosion”
in Africa. Therefore, new approaches must be found, cen-
tered on some form of “recolonization” of Africa.

‘More efficient’ than Prince Philip

A source who attended the conference said McNamara
*“has launched an amazing crusade to limit population in
Africa.” This source added, “McNamara is at least as worried
as is Prince Philip, but he is much more efficient in doing
something about it. He’s writing articles, he’s traveling ev-
erywhere, he’s exceedingly active.”

McNamara is taking the inside role in a crude “inside-
outside” strategy targeting Pope John Paul II, whom Prince
Philip recently urged to drop his opposition to malthusian-
ism. Noting that McNamara had been the first person, in
1968, to set up a population program at an American universi-
ty (Notre Dame), the source commented: “McNamara is a
Catholic himself, so this took courage. . . . Even if he’s a
Catholic, his views are totally different than the Pope Wojty-
la. McNamara simply ignores the Pope.”

One should not make overmuch of McNamara’s Catholi-
cism. In the past years, he has participated in the events of a
gnostic-pagan outfit called the Temple of Understanding,
which is an adjunct of the London-Geneva-New York-based
Lucis (originally Lucifer) Trust. The temple is run out of
New York’s Cathedral of St. John the Divine, a nominally
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Episcopalian church that sponsors pagan cults.

A McNamara admirer who attended the Nigeria meeting
complained that “AIDS has all the effect of a mosquito bite,
in relation to the magnitude of the problem” of population
growth. “Even if you add AIDS and regional and tribal wars
together, the death rates can.only be counted in hundreds,
while the birth rate is in thousands,” he said. “It’s not like
the old days, when disease did a good job. In former times,
with sickness, rampant infant mortality, and an average life
of 29 years, things were different, but now health has im-
proved, the average age of life is 60 years, and the continent’s
population is exploding.”

He mooted that a “benevolent neo-colonialism™ might be
needed to reduce population effectively. Meanwhile, there
would be no perspective of economic growth or large-scale
infrastructure projects for Africa, since the continent is
“fighting for survival only, and to avoid total marginaliza-
tion.” He said that Africa was being crushed by its debt
burden, and that there were no perspective of that improving
in the foreseeable future.

The AIDS apocalypse

This view is a lie, even in its own terms of reference.
Even the reports made during the Sixth International AIDS
Conference in San Francisco by the World Health Organiza-
tion, a body which has specialized in covering up the extent
of AIDS in Africa, indicate ‘that AIDS is decimating the
continent’s population.

A WHO report presented at the San Francisco conference
stated that for Africa, “the potential demographic impact of
[AIDS] outbreaks is striking . . . when up to 20% of young
adults are infected, as is the situation in many cities in Central
and East Africa. . . . In these cities, current HIV infection
levels could cause a tripling of the total adult mortality rate
and a 50% increase in the child mortality rate during the
1990s.”

According to the WHO, some 2 million women in sub-
Saharan Africa were believed to be infected with the HIV
virus; one out of every 50 adult men and women in this area
is estimated to be carrying it; and the incidence of the disease
is increasing. In Abidjan, the capital of Ivory Coast, AIDS
is the single biggest killer of adults, accounting for 41% of
all male, and 31% of female deaths. In parts of Zaire, tests
of blood donations were indicating that one in five may be
infected. ‘

A representative from one African country reported that
the total health budget per capita for his country was $7 a
year. Eunice Kierenie, from Kenya, chairman of the WHO’s
regional nursing and midwifery task force, told the confer-
ence: “In some parts of Africa, surviving family members
are already overwhelmed by children whose parents have
died of AIDS. For those of us living in areas where health
hygiene, basic facilities, and ithe tools for communicating
ideas are less established, the impact of AIDS is awesome.”
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Asian AIDS epidemic
to rival Africa soon

by Mary M. Burdman

The AIDS epidemic now threatens the two most populous
nations on Earth: China and India. Thailand is also facing an
AIDS crisis. The disease is spreading most quickly in the
immediate wake of ever-greater drug consumption in these
countries, as huge opium crops year after year make the
heroin so cheap that even impoverished Chinese and Indians
can afford to inject the dope.

In Asia, as in Africa, or in America’s cityslums, AIDS is
striking heterosexuals. There is pathetically little information
available about the situation, because little testing has been
done, but already rates of HIV infection among prostitutes in
Bombay, India and in Thailand’s second-largest city, Chiang
Mai, isover40%. Among the poorest of Chiang Mai’s prosti-
tutes, 72.2% were HIV-infected as of a full year ago.

Southern China and India are among the most densely
populated areas in the world. These are huge tropical areas.
While the possibility of AIDS transmission by insects has
been hysterically denied by the AIDS research mafia, inde-
pendent researcher Dr. Mark Whiteside has presented com-
pellingevidence that that is just what happened in the tropical
southern United States.

AIDS hitting China

Even the Chinese Communist government, which for
years has churned out propaganda claiming it had eliminated
drugs and prostitution, suddenly has had to admit the oppo-
site. Up until this year, the government had insisted that there
was no AIDS problem in China except among those few
who associated with “foreigners.” But on Feb. 7, the official
Xinhua news service reported that by the end of 1989, one
hundred ninety four people infected with the AIDS virus had
been found on the Chinese mainland — and only three of them
were not Chinese. AIDS had spread to 10 provinces and
autonomous regions, the report said, and local governments
had been have been told to carry out —at theirownexpense —
a ban on prostitution, drug trafficking, and drug addiction.
This fivefold rise in reported cases came only from testing
“high-risk” groups.

The same day, China’s state radio quoted senior Health
Ministry official Dai Zhicheng that AIDS in China “is no
longer a myth. The spread of this disease is in fact very
serious. . . . Our abilities to control this disease are limited
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and we do not have the whole situation in hand.”

If the Chinese authorities admit to over 100 cases of
AIDS, the situation is very grave, the China editor of Hong
Kong’s largest newspaper, the South China Moming Post,
told EIR. He said that the figures the officials give must be
taken as only 10% of the real number, so that it is very
possible that there could be 1,000 deaths from AIDS in the
near term. The world must take the situation very seriously,
he warned, because AIDS will spread very rapidly in China.

Yunnan, the southern province of China that borders on
Burma, is the focus of the problem. Yunnan, part of the
“Golden Triangle,” haslong been the center of drug produc-
tion and trafficking in China. Last year police arrested 2,000
drug addicts in the provincial capital city of Kunming alone,
and the 146 cases of AIDS infection were found concentrated
in Ruili county on the border. At least 69
tenced to death for drug trafficking in Yunnan last year.

The province is now putting all diagnosed AIDS virus
carriers under local quarantine, and is attempting a three-
year plan to contain the disease. Carriers must register so
their movements can be traced; and AIDS-testing operations
are being expanded. But poverty has reduced treatment to
the pathetic: Traditional herbal medicines are now being test-
ed for a possible cure. ’

‘Rock Hudsons’ in India

The deadly drugs-AIDS complex is now spilling over
into bordering regions in India. In the eastern Indian state of
Manipur, close to the Burmese border and an influx point for
Burmese-Chinese heroin, the first HIV-positive patient was
recorded in January. In the last six months, more than 220
people have tested positive. Out of 'this grouping, 214 are
intravenous drug users and six donated blood. There are an
estimated 15-20,000 drug addicts in Manipur.

In the cities, the problem is worse. In Bombay, 40% of
the 100,000 prostitutes are infected with AIDS, estimates
Dr. Geeta Bhave, the head of the Indian government’s only
AIDS surveillance center. Dr. Bhave told the British daily
Guardian that the government had budgeted almost no mon-
ey to deal with the crisis, and she attempts to treat infected
prostitutes —all of whom go on taking customers, some up
to 20 a day —with homeopathic medicine, which is all she
can afford. The government maintains that there are only
2,167 cases of HIV infection among the 461,118 people
tested in the screening program begun in 1986, but this is
a gross underestimate, Dr. Bhave and others state. Many
desperately poor “professional” blood donors who are HIV-
positive continue to sell their blood, by going to towns where
they have not been screened.

But it is not only the poor in India who are infected. Dr.
Bhave reported that her program also gets blood samples
from the “five-star” hospitals patronized by India’s upper
classes, and many are HIV-positive. It is only a matter of
time before India has its own “Rock Hudson” AIDS death.
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East Germans form association
for independent agriculture

Rosa Tennenbaum

Have you read that there is no interest in East Germany in
private agriculture? Well, that is clearly the hope of many
politicians, including some in the West. But, in fact, the
exact opposite is true: All those who have remained in agri-
culture in East Germany after 40 years of terror are now
considering how to make themselves independent. They are
attempting to find out what conditions, such as taxes and the
cost of production, exist in the Federal Republic of Germany,
and are calculating whether they will have the basis for exis-
tence, given the land they have. How great the interest in
free agriculture actually is, was demonstrated impressively
at the founding conference of the Association of German
Farmers (VDL), which took place on June 16 in East Berlin.
Since only a small space was available, the association had
to strictly limit the number of participants to 300. Nonethe-
less, 600 came, and, under normal circumstances, there
would have been easily double that number.

In February, the board of the State Collective Farm (LPG)
changed the name of the “Union of Mutual Farm Assistance”
(VdgB), the farm association that was founded by the ruling
Socialist Unity Party (SED) in the 1950s as the instrument
of collectivization, to the Farmers Association of the German
Democratic Republic. They have been attempting to build
themselves up as the only representation for agriculture—
with the same old program. They intend that the LPG will
survive, that large-scale agriculture will remain the dominant
form in East Germany. Nothing is to change in the German
Democratic Republic (G.D.R.), only the word “private” was
to be inscribed on everything.

Gerd Winzer, who was elected in the afternoon as presi-
dent of the VDL, expressed in his speech the disappointment
of farmers in the following words: “It must net be, I thought
atthat time, that the quiet revolution should pass over agricul-
ture without leavinga trace. I begantolook around for people
who thought the same as I, and found some here and there.
Our conviction was, we have to take matters into our hands,
waiting would ruin everything.” Thus, at the beginning of
the year, they began, moving slowly, to call the association
into existence. At the founding conference for all of East
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Germany, there were already organizations inevery state, as
well as district and local associations.

Winzer discussed the most recent history of the G.D.R.
He described how forced collectivization led to many trage-
dies. Thousands of farmers were forced off the land to avoid
ending up in the prisons of the communists. Agriculture was
thus robbed of its most capable individuals. Farmers were
forced into the LPGs, where they had to work like hired
hands under the leadership of political cadre who often knew
nothing about agriculture. East German agriculture, which
before the war was among the most productive in Europe,
was devastated and is today the picture of misery.

Farmers not only had to bring their land, their cattle, and
all their buildings and machinery into the LPG; they even
had to pay for their forced entry. In total, the capital (called
the investment contribution) that farmers had to bring into
the LPG was 5,000-7,000 marks per hectare. Farmers re-
ceived no interest on this capital, received no rent on their
land, and the buildings that the LPG used were not main-
tained. Barns were used until the roofs fell in on the cattle and
were then abandoned. Today, farmers are literally standing in
the ruins: Their fields are in bad condition, accessroads have
been destroyed, and so forth.

Winzer urgently warned in his speech against hanging on
to present structures. Cartelization and concentration are the
greatest danger since the LPGs offer a profitable object for
Western corporations. “Here, in one fell swoop, they could
gain control of 6,000 or more hectares. If a Western corpora-
tion can’t do that, it will take them years and they will spend
millions on trials.” The second possibility is that the LPGs
“will turn themselves into corporations and then take action
against their own members like wolves in sheep’s clothing.”
Additionally, the LPGs are not competitive: “An LPG with
6,000 hectares must pay at least 1.2-1.5 million deutsche-
marks (DM) in rent. Over the 30 years that they used the land
without compensation, that comes to DM45 million. With
that, things can be managed, and yet the LPG couldn’t do
it,” he said, referring to the miserable agricultural condition
that two-thirds of the LPGs are in.
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Property must be restored

The most urgent demand of the association is the immedi-
ate and total restitution of property. In so doing, the many
debts that burden the LPGs must not be portioned out among
the farmers. “We entered without debts, and we want out
without debts,” Winzer said, to the applause of his listeners.
Members who wish to leave on July 1 must be able to take
this year’s harvest with them since they also entered with the
harvest. The LPG law must be immediately canceled, the
national cooperatives broken up and dissolved. “We want a
renaissance of free agricultural structures,” he said.

The young president (Winzer is 35 years old) attacked
the numerous attempts by LPG officers to save their “stolen
property and their power.” A favorite method now is to turn
the LPGs into corporations. Agricultural workers (members
who brought in no land) have to pay DM3,500 and farmers
have to bring in seven hectares of land. A bank, however,
would loan DM 168,000 on the seven hectares. “Landowners
are thus to bring in 96 times what those who bring in no land
have to pay. That is simply fraud.”

Return of the land and the buildings is the foundation of
free farms. The LPGs have torefund the investment contribu-
tions and additionally pay a lump sum amount per hectare
and per year as rent. These amounts will come to hundreds
of thousands of marks even for small farms, and will be a
welcome assistance in starting up for private farms. “If these
demands are met, then all the LPGs are bankrupt,” Winzer
said at the meeting. Further, he demanded from the govern-
ment a reconstruction program for farms, a credit program,
assistance with the development of machines and advisory
groups, educational programs, and so forth. “The future of
Germany can only be with free farmers having a maximum of
200-300 hectares of land. That is also an eminently important
political question since, as Freiherr vom Stein earlier stated,
whoever has land, ultimately has power.”

Winzer’s speech was unexpectedly interrupted by a visit
from Prime Minister Lothar de Maiziere. In a brief greeting,
he thanked the farmers for participating in the revolution,
and because they had made sure “that during the revolution
bread did not become scarce.” With their votes in the elec-
tions they had, additionally, made clear that they wanted
German unity. He encouraged the farmers “to join together
their usually somewhat quiet voices” and to make their justi-
fied demands with pride.

Germanys back single-farmer farms

The East German Agricultural Minister, Dr. Peter Pollak,
said that his participation in the founding conference was not
an exercise of duty: “I quite positively welcome the founding
of this association.” The shared statement of the two German
governments on property “had essentially facilitated my pres-
ence here.” Three days before, Bonn and East Berlin had
agreed, after lengthy negotiations, that the post-1950 expro-
priation would be countermanded. This will create the foun-
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dation for the restoration to owners of their rights. There was
agreement that land and buildings must be given back. The
goal of the governments is “a multiply structured agriculture
based on agrarian freedom.”

The governments intend “to comprehensively support
single-farmer farms.” The cooperatives would be required to
return property and to support members in the construction
of independent existences, he assured them. On questions of
European Community (EC) market structures, the private
farms are to be “placed on a fully: equal basis” with the
cooperatives. The association will be a “welcome partner”
in the reform of agriculture. Understandably, there was a
great sense of relief among the audience after this speech
since, hitherto, the attitude of the government on this ques-
tion has been extremely equivocal.

The vice chairman of the association, Ulrich Orling, was
one of those who had to pay a high price for forced collectiv-
ization. Since his farm was over 100 hectares, he was at-
tacked as a “large farmer,” and thrown into prison by the
communists. Orling recalled that the association very quickly
formed in the states, and was already the target of attacks
from opponents. He himself learned that painfully. The
Farmers Union (DdgB) slandered him with absurd accusa-
tions. Orling was forced to answer with a lawsuit, and decid-
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ed, because of this controversy, to withdraw his application
for the presidency.

He put forward, as one of the most important tasks of the
association, “to clarify the value of land to individuals.”
Orling calculated the debts of the LPGs as on the average
DM2,500 per hectare. The widespread tactic of the LPGs,
to pay out the investment contributions in the weeks before
the currency union (higher amounts are converted at only a
1:2 ratio) “are for us only a payment on account since free
availability determines property, and that only begins on July
2.” The surplus of workers in agriculture should be deployed
in a focused way for improvement of infrastructure, the Han-
over-Berlin railroad should be built more quickly and im-
proved, and more roads are urgently needed, Orling said.

Schiller Institute made this possible

The Schiller Institute, a policy think-tank founded in
1984 by Helga Zepp-LaRouche, has vigorously supported
the development of the association from the beginning. How
important this support was and is, was made clear in many
speeches. The vice chairman of the Thuringian state associa-
tion, Heinrich Beier, interrupted his speech to say, “I would
like to use this opportunity to sincerely thank the Schiller
Institute for what you havedone for us. The association could
not exist without that and your publications.” Peter Orling
also expressed his thanks in similar words.

Rosa Tennenbaum of the Schiller Institute appealed in
her speech to the association not to simply submit to EC
guidelines, but also to defend the interests of the members in
this matter. There is every reason to think that the G.D.R.
will take extensive acreage out of cultivation and slaughter
up to a million cattle while the supply situation grows worse
on the borders of the G.D.R. The agricultural policy of the
EC should be changed, and this association could do much
on this, since it is “not corrupted,” she said.

The mood of the participants was militant. In the discus-
sion, the demand was made that the goal of the association
must be to eliminate the VdgB. One member related how his
44-hectare farm had been completely ruined by the LPG. The
LPG law created a foolish license for the cooperatives, but
on July 1 “when the law is abolished we can finally put a
check on them.” Some months ago, he filed a suit against
the SED party and the government with the superior public
prosecutor of the G.D.R. “because of coercion and extortion
according to Paragraph 129 and Paragraph 127 of the penal
code” committed against him during the forced collectiviza-
tion of 1960. He still has not received an answer.

Despite opposition and all the intimidation, there is a
broad movement for private agriculture in the G.D.R. Forty
years of suppression and terror have only made the wish for
independent activity in free and personal responsibility more
urgent. “We want to be what we always were,” Heinrich
Beier summarized the desire of those present: “We want to
be free farmers.”
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Bush'’s free trade
pact means genocide

by Valerie Rush

In a major foreign policy address June 27, President Bush
proposed a hemispheric “free trade zone,” modeled on the
free trade pact the U.S. and Mexico will begin negotiating
in December, whose purpose will be to loot the entire Ibero-
American continent. Bush’s initiative, which he dubbed an
“Enterprise for the Americas,” is premised on recommenda-
tions made last March by the Trilateral Commission, the
supranational coordinating body for the Anglo-American
elite which pulls the strings of the Bush administration.

Paving the way for the Bush initiative has been a months-
long propaganda barrage by U.S. government and related
thinktanks and their Ibero-American co-thinkers, threatening
the governments of the continent that if they don’t open
their economies to this “free-trade” scheme, they will be
abandoned to a “New Dark Age,” as Rand Corp. doomsayer
David Ronfeldt suggests. According to the Los Angeles
Times of June 24, Brazilian monetarist and former Finance
Minister Roberto Campos similarly warned that Ibero-
America could be left an “economic backwater” since its
potential investors have been frightened away by “obsolete
nationalism” and “unrealistic unionism.”

Bush spelled this out, lying that the “economic lesson of
this century is that protectionism stifles progress—and free
markets breed prosperity.” In reality, it is just the reverse.
There is not a case in the last two centuries of a country
industrializing without heavy protectionism, while “free
trade” has always been the rallying cry of countries seeking
to economically dominate weaker countries, precisely as
Bush’s hemispheric “free trade zone” is intended to complete
U.S. economic domination over Ibero-America.

A partnership for suicide

Billed as a “partnership for the *90s,” Bush’s initiative
toward Ibero-America is, in fact, a recipe for collective sui-
cide. Specifically, the Bush proposal urges 1) dropping all
trade barriers among the nations of the hemisphere; 2) elimi-
nating the “regulatory burden” which serves as an “impedi-
ment to international investments” in Ibero-America; and 3)
debt reduction based on debt-for-equity and debt-for-nature
looting schemes. The only money Bush offered for his “In-
vestment Fund for the Americas,” was $100 million a year
to force “investment reforms” such as privatization of state
industries, banking, and resources, which he “volunteered”
from the Inter-American Development Bank. Bush said he
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would ask for another $100 million each from Europe and
Japan.

The elimination of trade barriers between such disparate
economies as that of the United States and its southern neigh-
bors not only makes Ibero-America’s cheap labor pool a
target for colonial-style exploitation by runaway U.S. shops,
but will also be used to smash U.S. wage levels by blackmail-
ing workers with the ever-present threat of moving industry
south of the border. )

Further, with the establishment across Ibero-America of
sweatshop assembly plants on the Mexican magquiladora
model, the U.S. economy will find itself buried under a
flood of cheap imports from the Trilateral Commission’s new
“Hong Kongs” south of the Rio Grande. It is doubtful that
the already-depressed U.S. industrial sector, now saddled
with the restraints of the Clean Air Bill and other innovations
of the “read my lips” Bush administration, would survive
such an inundation.

Investment in such light industry, labor-intensive assem-
bly plants is the core of Bush’s actual policy. The idea is to
create, as Vice President Dan Quayle recently put it,
“America 1992” to counter the creation of “Europe 1992.”
The use of low-wage Ibero-American labor will permit U.S.
multinational companies to export, cheaply, to the markets
of Europe and Japan, the regions that the United States now
regards as its chief economic enemies. Inside Ibero-America,
the effect will be the abandonment of any project to develop
real industrialization, including heavy industry, adequate in-
frastructure, or high technologies, which will be reserved for
the already developed countries.

A Trilateral debt approach

Most revealing as to the authorship of Bush’s proposal
are the debt reduction schemes contained in his “Initiative
for the Americas.” Although he sheds copious crocodile tears
over the plight of the debt-burdened “little countries” in Iber-
o-America, Bush only comes up with outright reductions on
a mere $7 billion in concessional (that is, government aid
agency) loans. More significantly, Bush formally endorses
the employment of debt-for-equity and debt-for-nature swaps
in selling an unspecified portion of another $5 billion. Bush
especially emphasizes how the offer of debt reduction can be
used to blackmail the nations of Ibero-America on environ-
mental issues, with Brazil’s Amazon a special coveted target.

Both debt figures referenced in the Bush initiative repre-
sent a drop in the bucket of Ibero-America’s total foreign
debt, which surpasses $400 billion. However, the name of
the Trilateral game is how to prop; up that house of cards
known as the U.S. banking system. With the productive
U.S. economy already sacrificed to the obscene rites of the
environmentalists, the deregulators,:and other such free-mar-
keteers, Anglo-American control of Ibero-America’s re-
maining profitable assets is the only; course remaining to the
bankrupt financial establishment.
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Brazil's President
opts for chaos

by Peter Rush

Brazilian President Fernando Collor de Mello has been in
office for 100 days, yet he cannot get his program through
Congress and the courts, and his policies are increasingly
unpopular with a growing number of citizens, including those
representing the nationalist current in Brazilian political life.
The first 100 days have disappointed those who were uncom-
fortable with many of the liberal monetarist features of Col-
lor’s program, but who also saw aspects of his initial set of
measures that might have contributed to growth. Instead,
those initiatives have gone nowhere, while Collor’s commit-
ment to monetarist policies, combined with numerous con-
cessions to Brazil’s enemies, are producing economic chaos
and worker unrest.

So far, more than 100,000 industrial workers have lost
their jobs in the state of Sao Paulo alone, according to a June
14 announcement by the Industrial Federation of the State of
Sao Paulo—more than 60,000 from March 15-April 30, and
another 47,447 in May alone. This drop is 5.2% of the total
work force in the state, and more than 10% of the industrial
work force. Federation President Carlos Eduardo Uchoa Fa-
gundes told the press that he was “shocked” at the figures,
and said, “This is a critical moment. We have reached a point
of rupture.”

On top of that, the Collor administration has promised to
lay off 90,000 civil service workers immediately, and anoth-
er 270,000 as soon as possible. Industrial production is now
projected to fall by 10% this year, and there are no alternative
jobs for these fired workers. Even inflation, which was 9.1%
in May—down from 80% the month before Collor came
to power—is moving up again, and the main anti-inflation
measure taken in his first week in office, the freezing of
$120 billion in private checking and savings accounts, is
now “leaking” worse than a sieve and cannot be relied on to
suppress further price increases.

In any case, the prime factor in holding down inflation in
March, April, and May was the fact that workers had not
gotten their customary inflation-indexed cost-of-living ad-
justment since February, so, by some calculations, the buy-
ing power of the salaried segment of the population had fallen
by more than 50%, naturally depressing sales and prices.

Now, the labor movement has embarked on a strike wave
in opposition to the layoffs, while the labor courts have begun
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ruling in favor of large wage increases. Several courts have
already granted wage increases of 166% to some workers.
Earlier in June, the Collor administration lost a crucial deci-
sion in the Supreme Court, which ruled that the government
could not legally reintroduce a decree that had just been voted
down by Congress. The decree in question was an order
prohibiting the labor courts from granting large wage in-
creases. In response to the rebuff, Finance Minister Zelia
Cardoso announced that Collor was prepared to bring on a
sharp recession, if that was the only way to stop inflation.

No strategy for development

Collor lacks any vision for the development of the coun-
try. He has neither said nor done anything about restarting
long-overdue investment in Brazil’s electricity, transporta-
tion, and mining industries, which are the keys to long-term
growth. Even prior to his election, Collor received a copy of
the document issued by the Superior War College (ESG),
which outlines a plan for transforming Brazil into an industri-
al giant over the next decade, and defending it from the
Washington-London-Moscow axis which has designs on its
sovereignty (see EIR, June 15, 1990, “Sovereignty is non-
negotiable, Brazilian Army tells superpowers™).

Collor apparently didn’t take the ESG document, entitled
1990-2000: T he Vital Decade, to heart. The June 23 issue of
the Rio de Janeiro paper Tribuna da Imprensa made this
point when it attacked the government’s economists for only
being concerned with the “financial economy,” and identified
the root cause of Brazil’s economic difficulty as “the insuffi-
ciency of physical production,” and the monetarist fixation
on shrinking consumption to fit the inadequate production.

Nationalist opposition speaks out

Certain sectors of the country’s elites who oppose the
government’s policies, have indicated they are prepared to
act. Former Government Minister Aureliano Chaves, who
maintains close ties to a faction of the Army, has begun a
lecture tour across the country, criticizing Collor for trying
to return to laissez-faire, by indiscriminately selling off the
state sector of the economy and overthrowing the nation’s
institutions. Chaves is closely identified with the building up
of Brazil’s state sector companies. Columnist Carlos Chagas,
reporting on Chaves’s upcoming tour, said that the govern-
ment’s course is “destined to turn Brazil not into the great
power which all hope for, but into a second class colony.”

Collor’s response to the ESG document has been to give
free rein to his environment minister, José Lutzemberger,
who is backed by the international pagan environmentalist
movement. On June 6, Lutzemberger issued a 10-point
broadside calling on the government to replace “the conceit
of development” with “a strategy of eco-development,” to
make concern for the environment the national priority, and
to place severe limits on industry and agriculture on this
account.
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Europe’s nuclear fuel cycle:
a bottleneck to economic growth

by William Engdahl

OnJune 5, Japan’s Ministry of International Trade and Indus-
try (MITI) announced its plans to construct an additional
40 nuclear power reactors in Japan, doubling the present
capacity of electric generation from nuclear sources. The
rapidly growing Asian economies of South Korea, Taiwan,
and, most recently, Indonesia, have all moved to institute
significant new nuclear programs in recent months. Yet the
nuclear requirements of the emerging economies of Eastern
Europe—presently choking in inefficient and filthy lignite
coal power plants—are just beginning to be assessed as a
vital component of strong, rapid industrial modernization.

The requirements of new nuclear plant capacities world-
wide, and immediately in the western part of Europe, will
very soon become a critical bottleneck to future industrial
growth (see EIR, April 27, 1990, “Nuclear energy base cru-
cial to European industrial reconstruction”). We review here
Europe’s critical nuclear fuel cycle capacities, the elements
in the process without which not a single watt of nuclear
electricity would exist. This review leaves aside the question
of more advanced technologies that are also required, such
as the fast breeder reactor and fusion power.

According to data from the Nuclear Energy Agency of the
Organization for Economic Cooperation and Development
(OECD), in 1990 the world will produce only slightly more
uranium than nuclear reactors will consume. Fifteen years
ago the United States was the world’s largest uranium mining
producer and the world’s largest commercial reprocessor.
Today, the United States is the world’s largest consumer of
uranium fuel, with 107 gigawatts-electric (GWe) of opera-
ting reactors. But owing to federal government environmen-
tal policy and refusal to regard uranium mining as a vital
strategic interest, the country has little control of its own
uranium supply and processing.

In terms of supplies of “yellowcake” (a mixture contain-
ing 75% uranium), the U.S. firm Energy Resources Interna-
tional estimates that for the next 5-10 years, the 1980s trend
of “excess uranium supply” will continue, with the biggest
demand question being the rate of expansion of nuclear ca-
pacities in Western Europe. Because of the numerous nuclear
plant cancellations in recent years, OECD countries have
been left with a backlog of uranium stock equal to some four
years’ consumption, which has resulted in a price collapse
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from the highs of $36-40 per pound for yellowcake in the
mid-1970s, down to about $10 per Ib. today. The effect of
this price collapse has been to drive numerous U.S. and other
uranium mines out of business, leaving the rest cartelized in
the hands of a tiny number of global giants, such as London’s
Rio Tinto Zinc.

Uranium ore processing

The emerging economies of Eastern Europe desperately
need a significant increase of electric generating capacity
and—for real environmental considerations as well as eco-
nomic ones—must turn to clean, sdfe, and efficient nuclear
generation. They will need to purchase much of this from
Western Europe, and the constraints of the present uranium
ore-processing capacity in the West are significant in this
respect.

Western Europe today has the following capacities for
processing uranium ore (measured in tons of uranium ox-
ide—U,O;—per year):

Belgium: 50 i
France: 5,410

West Germany: 125

Greece: 150

Spain: 830

Total European Community: 6,565

In 1988, total non-communist:world uranium ore-pro-
cessing requirements were almost ¢xactly equal to capacity,
a dangerous state, to say the least. This demand totaled
46,000 tons of U,O, per year. This capacity tightness had
been only somewhat improved by 1990, with new capacity
being added, but in the context of large, new nuclear plant
orders in Europe of 75-250 GWe over the next decade and a
half, we simply do not have at present sufficient uranium
ore-processing capacity in the world. With construction lead
times of an estimated seven years to build new ore-processing
plants, it is urgent to begin this now. The European nuclear
industry today has made clear that it must have government
assurances that it will not be bankrupted by Green sabotage
or legal wrangles, if it is to make such a new and costly
commitment, as with all aspects of the nuclear fuel cycle,
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including revival of a broad-based European fast breeder and
a high temperature gas-cooled reactor (HTGR) development
program as the next generation.

Uranium refining and enrichment

Out of total world uranium-refining capacity, France and
the United Kingdom held 41% (as of July 1989). This breaks
down as follows (measured in tons of U,O, refined per year
into uranium hexafluoride—UF):

France:
Pierrelatte (NatU): 14,000
Pierrelatte (RepU): 350
Malvesi: 14,000
United Kingdom:
Springfields: 11,200
Total European Community: 39,550

Uranium foruse in light water reactors must have concen-
tration of fissionable U-235 to a level of 3.5-5%, depending
on the design of the reactor. Enrichment is measured in Sepa-
rative Work Units (SWUs). Worldwide present enrichment
capacity for civilian fuel is 35 million SWUs per year. Of
this, 19 million, or about half, is in the United States, in a
program run by the Department of Energy—an incredibly
bungled operation which is losing its world monopoly by
overcharging and mismanagement.

As of Jan. 1, 1989, when the new U.S.-Canada Free
Trade Agreement went into effect, Canadian uranium be-
came exempt from U.S. Atomic Energy Actrestrictions that
block import of enriched uranium for U.S. reactors. This
means a major boost to Canadian and British enrichment
markets and a probable further closing of U.S. capacity.

We mention this, because it bears on the issue of demand
for European enrichment capacities. The United States has
recently shut down 29% of its enrichment capacity—9 mil-
lion SWU worth—further driving U.S. electric utilities onto
the European market for long-term contract supplies. The
U.S. Department of Energy has, as a result, lost a major
share of its previous contracts to enrich uranium for Western
European nuclear reactors, placing further demand pressures
on existing European Community (EC) enrichment capacit-
ies. Given the U.S. budget uncertainties in the coming sever-
al years, it would be a prudent assumption that U.S. enrich-
ment capacities will not be a very reliable source for needed
enrichment, in face of an expanding European demand.

Here is what presently exists in EC uranium enrichment
capacity (measured in SWU per year):

France: 10,800,000

West Germany: 450,000

Netherlands: 1,200,000

United Kingdom: 950,000

Total European Community: 13,400,000
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This represents 31% of total world enrichment capacity
of 43,705,000 SWU per year. If we exclude the special case
of the 10,000 SWU per year of Soviet capacity, the EC share
of enrichment capacity is fully 40% of the Western world’s
capacity. The U.S. capacity at present is 19,130,000 SWU
per year. If that is closed in any significant way for budget
reasons, we have a world enrichment capacity crisis at hand.
Current U.S. nuclear industry requirements alone are for 10
million SWU per year. With only their current plants under
construction, in several years France and Japan will each
require some 6 million SWU by the mid- to late-1990s. Given
the growing geopolitical uncertainties, the Japanese govern-
ment recently stepped up plans for its own domestic enrich-
ment capacity, but this will at best give only 1.5 million
SWU by end of this decade.

World enrichment demand versus capacity today is in
slight surplus, but only slight. As of OECD data from July
1989, capacity was expected ta exceed demand annually in
1990 by 14 million SWU per year.

The death knell last year for the Wackersdorf nuclear
reprocessing facility in West Germany eliminated with it the
prospects of reprocessing spent fuel rods to meet this de-
mand. Current expansion of capacity is, however, planned
by France’s Eurodif and the U.K.-Dutch-German Urenco
consortium, which has enrichment facilities in operation at
Capenhurst in the U.K. and Almelo in the Netherlands.

Given the recent U.K. government decisions regarding
nuclear industry and electricity privatization, British partici-
pation in such future plans are:somewhat doubtful. British
Nuclear Fuels (BNFL) is a member of the Urenco con-
sortium.

One very promising area being pursued in France and, at
least until recently, in Germany, has been laser enrichment
techniques to replace aging gas diffusion capacities. Under
the AVLIS method—which was originally developed in the
United States, at Lawrence Livermore National Laborato-
ry—U-235 atoms can be selectively “excited” by existing
high-power copper vapor lasers, and then electromagnetical-
ly extracted. There remain technical materials handling prob-
lems with this promising new enrichment method, including
use of materials which resist corrosion with uranium at
2,500° Kelvin.

There is also another avenue for future enrichment using
laser-catalyzed chemical reactions, known as CRISLA. De-
veloped by the firm Isotope Technologies in California,
CRISLA may become economical in low-level enrichment
of uranium for power plants using an infrared carbon dioxide
laser. The energy requirements to drive this type of separa-
tion process in laboratory results are some 300 times less
than the conventional energy-intensive diffusion techniques.
If diffusion consumes 2,500 kilowatt hours (kWh) per SWU,
CRISLA consumes 10 kWh per SWU and AVLIS some 40
kWh per SWU. Ultracentrifuge consumes some 50 kWh per
SwuU.
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The gutting of America: Investment
in electricity generation dries up

by Anthony K. Wikrent

Beginning in 1988, areas in the United States began to experi-
enced occasional reductions in electricity, and even some
complete interruptions—not because of an extraordinary ac-
cident, but because the United States no longer has sufficient
electrical generating capacity to meet peak demands. Spoke-
smen for the electric utility industry and other experts are
warning that this situation will worsen, unless the United
States begins to add new capacity for generating and distrib-
uting electricity. But the U.S. electrical equipment industry
has been so decimated by a decade of declining orders, that
it no longer even has the physical capacity to rebuild its
electricity generating and distribution capacity.

The first area to feel this latest effect of the collapse of the
physical economy was the Northeast, which in the summer of
1988 experienced a number of temporary voltage reductions
(brownouts), and even a few complete interruptions of ser-
vice (blackouts). In February 1989, severe cold weather and
snow storms in the Pacific Northwest drove electricity de-
mand so high, that the Bonneville Power Administration was
forced to cut back power to the large aluminum production
plants of Intalco near Ferndale, Washington, and of Kaiser
Aluminum’s plants at Mead, near Spokane and Tacoma,
Washington.

Another severe cold wave in December 1989, which
dropped two inches of snow on the northern Florida Panhan-
dle, caused a statewide demand of 33,883 megawatts
(MW)—a peak demand that was not expected to be seen
until 1995. In a desperate attempt to provide minimal service
without endangering the electric system’s equipment, Flori-
da electric utility companies instituted “rolling blackouts”—
cutting off all electricity to one locale for a period of time,
then restoring service, while cutting off a different area—on
Dec. 24 and 25.

In June 1989, the U.S. Council for Energy Awareness,
the trade association for the U.S. nuclear power industry,
issued an analysis which warned that during 1990-91, the
U.S. electricity capacity margin—electricity generating and
distribution capacity that is maintained as an operating mar-
gin for unusual peaks in demand, or extraordinary reductions
in capacity because of accidents or repairs—would fall below
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the minimally acceptable level of 17%. The council noted
that the Eastern Seaboard of the U.S. had fallen below that
margin in 1988, leading to 37 occasions when available re-
serves fell below the 6-7% of the capacity safety level man-
dated by the New England Power Pool.

By December 1989, the New York-New England area
had suffered 11 brownouts. The Greater Boston Chamber of
Commerce estimated that these electricity service disruptions
caused the loss of $86.8 million in economic revenues in the
state of Massachusetts alone. The U.S. credit-rating agency,
Standard and Poors, Inc. issued an analysis that the declining
reliability of electricity service in the region threatens the
creditworthiness of the entire area.

Actually, even a 17% capacity margin is not adequate,
since about 30% of peak demand is determined by the weath-
er. A 20% capacity margin has historically been considered
the minimally safe margin for electricity generation in the
United States. But by 1988, out of the nine regional electrici-
ty reliability systems, only two were at or above that margin.

Depression mentality rules planning

These crippling shortages of electricity are occurring be-
cause the shift by the U.S. to a post-industrial economy,
increasingly enforced by environmentalist fanatics, has cur-
tailed the addition of new electricity capacity (see Figure 1).
Not only have U.S. electric utilities ceased beginning new
projects, but many projects already begun were terminated
before completion.

Faced with a Luddite assault on nuclear power by the
environmentalists on the one hand, and on the other by U.S.
financial markets hostile to investments in basic economic
infrastructure with the attendant low rate of return, U.S.
electric utilities committed themselves to plans for increasing
capacity by only about 72,180 MW between 1988-98 (plus
about 30,000 MW being added by independent power pro-
ducers). Their plan was based on the asssumption that de-
mand for electricity would grow only 2% annually—Iless
than even the 2.8% growth in the immediate aftermath of the
1973 oil crisis (see Figure 2).

Sales of electricity in the United States grew 4.5% in
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FIGURE 1

Orders and installations of turbines for electric
utilities are grinding to a halt
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Projected additions to electric generating
capacity indicate vicious economic cycle
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1987 and 5.1% in 1988. Industry analysts predict that such
growth rates will continue, meaning that in fact, 250,000
new megawatts of capacity is needed. It is also highly unlike-
ly that even the planned addition of 72,000 MW will actually
be built, since only 44% of that is currently under construc-
tion. And a major unknown is what will happen to the 107
coal-burning power plants, mostly located in the Midwest,
which will be unable to comply with the new Clean Air Act
amendments.

Spreading the poverty

Rather than adding new electricity generation capacity,
utilities began to “wheel” power among them: If one region
had a surplus of power, it delivered it to a region that was
short. Though this capability is critical in an emergency,
when equipment is down, it has now been done on a continu-
ous basis for nearly two years, as a way of allowing utilities
to avoid building new plants.

Wheeling has also been extensively used for short-term
cost-cutting by replacing electricity generated with higher-
priced fuels, such as oil, with power that is cheaper, such as
hydroelectric. This has been done on an hour-to-hour basis.
Wheeling of power has placed enormous stress on the trans-
mission system, and has left many power lines operating at
above 90% of capacity for significant periods of time. This
decreases the ability of the utilities to respond to genuine
emergencies, and threatens the reliability of theentire system.
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Source: North American Electric Reliability Council.

Unlike the transport of other commodities, where an in-
terruption in one spot can be quickly isolated (water mains
turned of f, for example), a disturbance occurring at any one
point in an electricity distribution system will be felt at all
other points in the grid, and cannot be easily isolated. There
is no way to separate the electricity flowing through the power
lines that is replacing power in an emergency, from power
being wheeled between utilities to save money.

Similarly, according to the North American Electric Re-
liability Council, “Electricity transfer from one portion of
an interconnected area will, to some extent, flow over all
transmission lines, not only those in the direct path of the
transfer.” If there is a problem, voltage collapse and instabili-
ties can occur in fractions of a second, and may destroy a
critical piece of equipment somewhere else in the distribution
system.

If there were to be an economicupsurge in manufacturing
industries, and a return to the 6-8% per year growth of elec-
tricity demand of the 1960s, the United States would face an
immediate crisis, not just because the new capacity being
built is wholly inadequate to meet even present, truncated
demand. More importantly, because the United States has
lost the ability to manufacture critical equipment for the elec-
trical industry, such as interrupters and high-voltage circuit
breakers, and is rapidly losing the capability to produce other
equipment, such as transformers, large steam turbines, and
control panels.
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Case study: the transformer industry

A clear example of how the United States has destroyed
itself economically is provided by a study of the transformer
industry. The steep decline in construction of new electricity
capacity has caused the electrical industrial equipment and
electrical generation equipment industries to dramatically
“downsize” over the past decade. The downsizing of trans-
former production is a catastrophe because of the nature of
the product, and because transformers are key components
in the electricity distribution system.

Large power transformers, of 10,000 kilovolt amperes
(kVA) and above, are used to step up the voltage of electricity
generated by a power plant, usually between 2.4 and 30
kilovolts (kV) to the higher voltage (sometimes as high as
765 kV) required to move the current efficiently through
hundreds of miles of transmission lines. These power trans-
formers are known as generator transformers. Along the
transmission lines are other power transformers, known as
shunt reactors, which operate to keep the voltage up to the
required level over long distances. Where two different trans-
mission systems interconnect, autotransformers adjust the
voltage level of one system to the other.

Once the current reaches the location where it must be
divided into different distribution systems for delivery to end
users, “substation” or “step-down” transformers are used to
step down the voltage of electricity from the high-power
transmission lines to the lower voltage required for local
power line distribution, usually 345 kVA, but ranging from
one to several hundred kVA.

All these different types of transformers are known gener-
ically as power transformers. Each is custom-designed and
tailor-made to meet its specific application, as well as other
specifications of the utility purchasing the power transform-
er. Such factors as the length and particular features of the
transmission line, and the characteristics of the load being
served, can vary significantly between applications. The typ-
ical price of a power transformer runs well over $1 million.

Other transformers will further step down the voltage
to 230 kVA or 115 kVA for final delivery to distribution
transformers, which reduce the voltage to 110 volts to serve
two to five residential homes. The most common distribution
transformer used in the United States is rated at 25 kVA, but
may range as low as 4 kVA and as high as 138 kVA. Industri-
-al plants are served with 440 volts, and may be served by
distribution transformers of up to 500 mVA, but 5 mVA is
most common. The market for distribution transformers is
primarily determined by new residential construction.

Generally, the higher the voltage in the line, the less the
loss of current. However, the equipment needed to handle
the higher voltage can cost considerably more than that need-
ed for lower voltages.

The unique design of power transformers imposes ex-
traordinary burdens on manufacturers. Because there is no
set standard design, they cannot be mass produced, nor is it

EIR July 6, 1990

possible to build up inventories. Rather, manufacturers must
retain the sophisticated engineering and scientific personnel
needed to design them, supervise their production and instal-
lation, and test them, along with the highly skilled work force
needed to fabricate and install them according to design.
Moreover, the immense size and weight of power transform-
ers requires very large manufacturing facilities and equip-
ment, including overhead cranes able to lift up to 500 tons,
and testing equipment able to simulate the most adverse op-
erating conditions, such as lightning strikes. Massive vacu-
um and pressure chambers are needed to remove all moisture
from the completed unit, and to force the impregnation of
dielectric (non-conducting) oil in the internal windings.

These considerations dictate a much larger burden of
fixed costs for transformer manufagcturers than is normal for
other manufacturers in other industries. A steady volume
of orders is required to keep unit costs price competitive.
Underutilization of manufacturing capacity drives up unit
costs disastrously, making the manufacturer increasingly un-
competitive, and increasingly unable to support the research
and development expenditures required to sustain a techno-
logical position. The demand for power transformers is thus
very inelastic, being almost entirely derived from the addi-
tion of new electric power generation and distribution ca-
pacity.

It was exactly this process, where declining orders forced
declines in production capacity, that has engulfed the U.S.
power transformer industry and has shrunk it to less than half
its size since the 1970s. No better example can be found of
how the physical economy is destroyed if it is subordinated
to financial and monetary considerations—such as a blind
ideological belief in “free” markets, or “free” trade. After
the market for power transformers peaked in 1974 at293,012
megavolt-amperes, it collapsed to 66,004 mV A by 1984, as
utility companies ceased adding new generating or transmis-
sion capacity. New orders for power transformers in 1988
were only 83,872 mVA (see Figure 3).

The collapse of the market forced down capacity utiliza-
tion rates to under 50% by 1986.  According to a special
survey done by the National Electrical Manufacturers Asso-
ciation atthattime, transformer manufacturers had not shown
a profit on their operations since 1980. A wave of business
failures and major restructurings by remaining companies
in the industry caused U.S. production capability to shrink
rapidly. In 1986, there were 244 companies with 293 manu-
facturing facilities engaged in producing all types of trans-
formers, distribution as well as power. Four companies that
dominated the industry, accounting for aproximately 55% of
industry shipments, as measured by dollar value. By 1985,
shipments of transformers, at 46,933 mVA, were less than
one-fourth of the 186,709 mVA shipped in 1975, and the
industry was operating at less than 50% capacity.

In the 1960s and early 1970s, the transformer industry
operated at close to 90% capacity. In 1988, orders of 83,872
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FIGURE 3

New orders plunge for power transformers of
501 kilovolt-amperes and larger
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mVA were booked, and the order backlog at the end of the
year was 67,511 mVA. In 1974, orders of 293,012 mVA
were booked, and the backlog stood at 186,709 mV A. Total
employment in the transformer industry dropped 32.3% from
50,700 in 1973, to 34,300 in 1990. Imports as a percentage
of apparent supply more than tripled in the same period, from
3.3% to 11.5%. The latter figure is misleading to the degree
that it does not reflect the loss of domestic ownership in the
industry.

In 1987, Westinghouse became the nation’s predominant
transformer manufacturer when General Electric adandoned
the industry and sold its transformer manufacturing facilities
to Westinghouse. This was ironic, because Westinghouse
had already begun “downsizing” its transformer manufactur-
ing capacity in 1984, when it closed facilities in Greenville
and Sharon, Pennsylvania. The Westinghouse facility in
Muncie, Indiana was reduced from 1,600 workers to only
460.

In 1987, the firm ASEA A.B. of Sweden merged with
Brown Boveri of Switzerland to become one of the world’s
largest manufacturers of heavy electrical equipment. In
1989, Westinghouse, which had previously established a
joint venture with ASEA Brown Boveri Ltd. to produce and
market power transformers in the United States, sold its 55%
interest in this venture to ASEA Brown Boveri, leaving Mc-
Graw Edison, bought by Cooper Industries in 1985, as the
last U.S.-owned company with significant capacity to pro-
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duce power transformers. In June 1988, Cooper also bought
RTE Corp., which manufactures liquid-immersed power and
distribution transformers.

In February 1989, the National Electrical Manufacturers
Association testified before the Senate Government Affairs
Committee that nearly 40% of U.S. transformer production
capacity had been shut down in the previous 30 months.

No incentive for new technology

A major technological advance in the transformer indus-
try has been the development of “amorphous retals.” By
rapidly cooling a molten compound of iron, silicon, and
boron, a metallic material is produced with arandom atomic
structure similar to glass, which can be cast as thin as | mil,
as compared to 11 or 12 mils for the silicon steel used up to
now, while achieving considerable reductions in current loss
in transformer cores.

According to Edward van Damm of the Electric Power
Research Institute (EPRI), it is not economical for U.S. utilit-
ies to replace existing transformers with new ones construct-
ed out of amorphous metals. New transformers will be in-
stalled only as new capacity is built, and only if the utility
has higher cost types of power. A utility with large amounts
of cheap hydropower capacity will not find it economical to
purchase and install the new, more expensive transformers.

But technological levels between the major international
manufacturers of transformers are at best a minimal consider-
ation for buyers. Far more important are the terms of financ-
ing. Here, U.S. companies operate at a severe disadvantage
compared to their foreign competitors, because the U.S. Ex-
port-Import Bank amply reflects the usury that dominates
the U.S. economy, and is also more often used to enforce
adaptation to “appropriate technologies,” such as windmills,
rather than the most modern industrial equipment available.
In the early 1980s, interest rates on loans offered by the
Exim Bank were approximately 190 basis points higher than
comparable institutions.

Besides power transformers, the United States has almost
completely lost the ability to produce other equipment, such
as high-voltage circuit breakers. Like power transformers,
these devices are large and complex, with detailed specifica-
tions and requiring elaborate testing. However, their design
is far more standardized than the design of power transform-
ers. McGraw Edison is the only U.S. company left able
to produce high-voltage circuit breakers, and its production
capacity is almost negligible when compared to annual de-
mand, even at the depressed levels of today.

A joint venture between Hitachi and General Electric also
assembles high-voltage circuit breakers in the United States,
using sulfur hexafluoride produced in Japan. Sulfur hexaflu-
oride is a gas that quickly extinguishes the arc in a circuit
breaker, and offers a major reduction in size of equipment.
This is a particularly strong advantage in Europe, with its
shorter distances.
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Repor t from Bonn by Rainer Apel

Inside the ‘productive triangle’

Infrastructure projects between Germany and Czechoslovakia
will yield more rapid economic results.

The emergency DMS billion credit
granted by West German banks to the
Soviet Foreign Trade Bank is the big-
gest single German credit to a foreign
client to date. While one-third of it
will be spent to cover overdue Soviet
payments to West German firms,
there are strong expectations that the
rest of the sum may be used for new
joint projects.

The next encounter between
Chancellor Helmut Kohl and Presi-
dent Mikhail Gorbachov in Moscow
atthe end of July, may announce some
big joint projects to initiate what has
been called the “beginning of a new
chapter in German-Soviet relations.”

The chapter will undoubtedly be-
gin with the flow of more billion-deut-
schemark credits eastward, but it will,
due to protracted systemic sabotage
and inefficiency in the Soviet econo-
my, produce very few positive results
in the short term.

Compared to the scope of industry
projects in East Germany and the East
European countries, Western invest-
ments in the Soviet economy will
shortly become a side-aspect.

Far more important is the question
of how much economic development
can be achieved within the next few
years in the heavily industrialized re-
gions of Central and Central Eastern
Europe, inside the “productive trian-
gle.” A centerpiece of the triangle will
be the cooperation between reunified
Germany and Czechoslovakia—both
traditional centers of industrial and
machine-tool production in Europe.

Of specific interest, is the revival
of the Elbe River waterway, connect-
ing numerous urban industrial centers
between northwestern and southeast-

ern Europe, from Hamburg on the
mouth of the river, to Prague, which
is linked to the upper parts of the Elbe
via the Moldau River.

In early April, the Hamburg port
authority and 80 industrial and trade
companies presented a paper entitled
“The Economy of Hamburg in a Uni-
fied Germany.” The authors endorsed
the following priority projects, urging
their authorization at the highest polit-
ical level this summer or soon there-
after:

® Rebuilding the Elbe River into
the main central waterway for the
transport of goods between Prague,
Hamburg (becoming the central and
southeast European ‘“gate to the
world”), Dresden, and Magdeburg.
This involves several waterway engi-
neering efforts—deepening the river,
fortifying the river banks, and install-
ing modern signal and communica-
tions equipment—all along the wa-
terway;

® Modern computer-controlled
container transport by ship is to be or-
ganized from three coordination cen-
ters—likely Hamburg and Prague,
and a third to be built “in the southern
G.D.R.;

® Restoration, modernization,
and extension of traditional rail routes
from Hamburg to Berlin and the other
important centers of industrial pro-
duction of the G.D.R. and Czechoslo-
vakia, such as Magdeburg, Dessau,
Leipzig, Dresden, and Prague. This
involves the modernization of port
facilities along the entire route and
construction of central storage and re-
distribution centers to link up the
countryside to the waterway.

Political relations between Prague

and Hamburg are being intensified in
order to promote the idea of joint Elbe
development. On April 19, the magis-
trates of both cities signed a sister-city
partnership with the perspective of
closer cultural and political relations,
and of economic cooperation on a
higher level.

One short-term priority project be-
ing discussed could increase commer-
cial activities at the 71-year-old Czech
enclave in the port of Hamburg, as the
Czechs plan to increase trade overseas
during the 1990s. The Elbe waterway
has become more important over the
past few years for the Czechs, who
handled more than 50% of their for-
eign trade in 1989 through Hamburg.

Itis a good sign that the new Czech
minister of economics, Vladimir
Dlouhy, is favorable toward rapid
German reunification, which he sees
as a chance to cut loose from 45 years
of forced dependency onthe U.S.S.R.
At a meeting of Comecon economic
ministers in Prague on April 24, Dlou-
hy, then Czech Vice Premier, said that
he sees a unified Germany as its num-
ber-one future trade partner, “a much
biggerpartnerthan the U.S.S.R. is for
us today.” ‘

Reunified Germany will, for ex-
ample, become the primary trade part-
ner for the Czech machine-building
sector that has been highly dependent
on barter deals with the Soviet Union
over the past 45 years. Soviet orders
are declining because of the increasing
incapacity of the Soviets to deliver the
raw materials needed by the Czechs.

The reorientation of the Czech in-
dustry towards the West is a conse-
quence of development of the Elbe
waterway and the surrounding infra-
structure. A government-backed Ger-
man credit of several billion deutsche-
marks to Czechoslovakia would yield
results that couldn’t be reached with
the U.S.S.R. over a comparably short
period of time.
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Agriculture by Marcia Merry

A farm bill to wipe out agriculture

The new five-year U.S. farm bill should really be called the

“Food Scarcity Act of 1990.”

On June 14, at 2:05 in the morning,
a voice vote of the House Agriculture
Committee of the U.S. Congress ap-
proved a proposed farm bill package
for the next five years. To replace the
expiring 1985 “Food Security Act,”
the new bill, H.R. 3950, is called the
“Food and Agricultural Resources Act
of 1990.” However, it should, more
accurately, be titled the “Food Scarci-
ty Act of 1990.”

The new package continues some
of the disastrous policies from the last
bill, and adds even worse innovations.
This is a result of the deliberate policy
of the food cartel corporations to shut
down family farming and feudalize
what remains of American agri-
culture.

Look at the farm legislation in
terms of the three major elements of
food and farm policy: food supply,
condition of farmers, and state of the
resource base:

® Depleted food stocks. Corn
stocks are at their lowest level in 10
years. Wheat stocks are at the early-
1970s levels. Dairy supplies are be-
low the level which would be utilized
if households had the income to pur-
chase the quality diet they want. The
U.S. Department of Agriculture has
had to stop supplying the National
School Lunch Program (set up after
World War II to prevent malnutrition)
with nonfat milk powder and cheese.
The USDA has stopped or curtailed
supplying these items to the supple-
mental food programs for nursing
mothers, infants (set up in 1974 to
curb infant mortality), and the elderly.
Epidemics of measles, tuberculosis,
and other once-controlled illnesses are
rising as the population becomes more

susceptible to such diseases.

The new farm bill does nothing to
improve this situation. There are no
emergency measures to produce more
food. The bill reauthorizes food stam-
ps and other food assistance pro-
grams, and orders that federal spend-
ing should gradually increase in these
areas. However, even the spending re-
quested is below the current rate of
inflation in food prices—well over
10% and rising.

This means, for example, that
food stamps and the vouchers of the
WIC program (Women, Infants, and
Children) will not cover nutrition
needs. This year alone, up to 280,000
mothers and infants are being kicked
off desperately needed food supple-
ments, because food prices rose high-
er than WIC allotments.

The only food program expanded
in the new farm bill is the provision to
“combat fraud and misuse” of food aid
programs.

® Crisis condition of farms. By
1995, the United States could lose
500,000 farms—the core of the fami-
ly farm system in the nation—accord-
ing to a recent report released by the
Congressional Budget Office. This is
the projected result of the continued
fall in income from farming due to
prices paid to the farmer being lower
than farm costs, and to the ineffective-
ness of minimal federal programs to
keep farmers in operation.

This report caused a sensation,
and House members voted to retain
various loan and price support mea-
sures for cotton, rice, wheat, corn and
other feed grains, oilseeds, and dairy
farming. But in no case does the legis-
lation call for parity prices—prices

that will coverthe farmers’ production
and capitalization costs and a fair re-
turn. It was parity prices decreed by
Washington, D.C. during World War
II, that allowed the vast expansion of
food for the war effort.

For example, the parity price to
the farmer for milk should be over $24
for 100 pounds. The new bill freezes
the minimum support price at $10.10
per hundredweight, through fiscal
1995.

Farmers get only 50% of parity
price for almost every commodity.
Therefore, they are going under, or
staying in operation by working off-
farm jobs, or selling out, and becom-
ing serfs for absentee landowners.
Hastening this process, the USDA
loan agency, the Farmers Home Ad-
ministration (FmHA), has recently
stepped up its foreclosure actions
against farmer borrowers.

The beneficiaries of these insane
farm programs are the big name food
cartel companies: Archer Daniels
Midland (ADM), Cargill, ConAgra,
Continental, Bunge, Louis Dreyfus,
and others, which continue to under-
pay farmers for their output, and thus
reap the benefit of the paltry outlays
the government makes to keep farm-
ers in business, as de facto peons to
the giant companies.

® Disintegration of agriculture
infrastructure. The U.S. grid of basic
inputs for modern agriculture—water
supplies, electricity, transportation,
land improvements, and so forth—is
deteriorating rapidly because of lack
of repair and expansion. The new
farm bill proposes unprecedented
measures to have farmers “adjust” to
this, in the name of “sustainable agri-
culture practice.” This is the fancy
word for low-technology, primitive
farming. The bill authorizes $40 mil-
lion annually for researchand $40 mil-
lion for extension training on how to
become a low-tech greenie.
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Energy Insider by Rogelio A. Maduro

The Bush offshore drilling ban

It will jeopardize energy supplies and national security. The
industry finally takes off the gloves.

President Bush announced, on June
27, a 10-year ban on oil and gas explo-
ration along much of the California,
Florida, North Atlantic, and Pacific
Northwest coasts. In the name of
“protecting the environment,” the
green President has essentially banned
exploration and extraction of oil in the
most promising areas. Charles Di-
Bona, president of the American Pe-
troleum Institute, says this will cost
the U.S. over 2 million barrels of oil
per day by the year 2000. U.S. oil
production stands at less than 6.8 mil-
lion bpd, and is going lower because
of other environmental regulations,
yet in May the country imported 52%
of its oil.

Bush’s decision to please the envi-
ronmentalists flouts the scientific evi-
dence. A 1985 study by the National
Academy of Sciences concluded that
less than 1.5% of oil pollution comes
from offshore oil drilling. Bush is us-
ing the hysteria created by the Exxon
Valdez and other recent oil tanker ac-
cidents to shove through his measure,
while in fact, offshore oil drilling is
the solution to tanker oil spills. The
net result will be an increased likeli-
hood of spills, as more foreign tankers
arrive in U.S. ports.

According to Carl Schmid, leas-
ing advocate for the National Ocean
Industries Association, offshore oil
exploration involves thousands of
small companies. He notes that the
President’s action will have the most
severe impact on such family-owned
companies, which will go out of busi-
ness while the giant oil corporations
simply go abroad and import the oil.

Bush may have underestimated
the reaction from the oil industry. The
leaders of all the major petroleum re-
lated groups have denounced the deci-
sion in the starkest terms. Paul Hilli-
ard, Chairman of the Independent
Petroleum Association of America
(IPAA), the leading organization rep-
resenting independent operators and
producers, called the ban on offshore
drilling in key coastal areas of the
U.S. “highly disappointing, a mis-
take, and a sad day for the American
consumer. It means a surrender of
U.S. control of its own energy future
to foreign suppliers, a certain formula
for disaster, potentially grave conse-
quences for U.S. economic and na-
tional security interests.”

Hilliard warns, “The President’s
decision guarantees that the U.S. will
continue on its reckless course of in-
creasing dependency on insecure
sourcesof oil. . . . Hehas decided that
the U.S. will have more tankers bring-
ing foreign oil ashore, more environ-
mental risks, a greater drain on our
economy, a larger trade deficit, and
fewer domestic jobs for explorers,
drillers, fabricators, suppliers, geolo-
gists and service companies. In addi-
tion, the U.S. taxpayer will see the loss
of additional federal revenues from
OCS leasing and production.” Hilliard
concludes: “We cannow add U.S. off-
shore drillers to the administration’s
latest ‘endangered species’ list.”

A National Ocean Industries As-
sociation press release states, “By de-
laying leasing and drilling for such an
extended period of time, the President
has abdicated his responsibilities to

provide safe and dependable energy
supplies for the American people.”

The petroleum industry has decid-
ed to take the gloves off before it is
too late. Speaking at a meeting of the
South/West Energy Council the day
before the President’s announcement,
API’s Charles  DiBona blasted the
Clean Air Act and urged the federal
government to develop an energy pol-
icy focused on “real-world energy is-
sues” rather than relying solely on
“haphazard by-products of environ-
mental policy.”

DiBona insisted that the U.S.
needs to develop its domestic petro-
leum resources or energy problems
will become more difficult. He stated,
“Energy issues' simply don’t get the
hearing they should. In fact,” he said,
“in two decades of work on energy
issues in Washington, I have never
seen a more difficult—often hostile—
political climate than we have today
on Capitol Hill.” As a result, environ-
mental legislation is being passed that
is “more the result of emotion and po-
litical pressure than of merit or scien-
tific judgment.”

Blasting the process by which the
Clean Air bill was drafted, DiBona
warnedthat “proposed ethanol formu-
las could increase the cost of produc-
ing gasoline by 10-15¢ a gallon. They
would require extremely costly
changes in refineries, and they would
probably put some refiners out of busi-
ness. They could do all that with little
or no benefit to air quality. In fact,
they could actnally make some air
quality problems worse because of the
high emissions:of some ozone-form-
ing compounds. Still, these ethanol
fuels were extolled as an environmen-
tal panacea. In this instance, the illu-
sory benefits of new environmental
regulation dovetailed with the eco-
nomic self-interest of a small, but
powerful interest group—the ethanol
producers.”

EIR
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Business Briefs

Manufacturing

Legal costs a major
drag on U.S. economy

The costs of legal defense have become a ma-
jor drag on U.S. economic competitiveness,
attorney Hal O. Carroll wrote in aJune 25 Wall
Street Journal column. There are 30 times as
many lawsuits per capita in the U.S. as in Ja-
pan, for example, he pointed out. Exorbitant
jury awards in tort cases have caused liability
insurance costs to skyrocket, when insurance
is available at all.

A recent survey by the Conference Board
found that 47% of the firms contacted reported
having discontinued at least one product line
because of concerns about liability litigation.

Debt

Ibero-America: Cut
debt service by 75%

Ibero-America should pay $10 billion annual
interest on its foreign debt, instead of the $40
billion it is now paying, 26 governments de-
clared June 22 in a policy adopted at the bi-
annual meeting of the Latin American Eco-
nomic System (SELA) held in Caracas, Vene-
zuela.

SELA permanent secretary Carlos Pérez
del Castillo pointed out June 15 that despite
the region paying $250 billion in debt service
during the 1982-89 period, its debt increased
by $100 billion to over $430 billion.

A year ago, SELA proposed cutting the
debt’s principal in half, but that was rejected
by the creditors. Now, it calls for the principal
to be reduced by an average of 75%, to the
rates prevailing on the secondary market. The
reduced debt would be reissued as 30-40 year
bonds at fixed interest rates to be guaranteed
by a fund to which each debtor would annually
pay 1% of its debt, and by the International
Monetary Fund.

Brazilian debt negotiator Jorge Dauster
declared June 18, “This is not a debtors’ club
butasearchforpoliticalendorsement fora pro-
gram to reduce the foreign debt.” Such reduc-
tions have been going on surreptitiously. Bra-
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zil’s former finance minister Mailson da
Nobrega shocked London bankers in May,
boasting that he had secretly bought back $3
billion worth of debt titles from various bank-
ers and speculators during the first quarter of
the year. Brazil appears to have canceled $6
billion in nominal debt at a cost of 28¢ to the
dollar, using dollars most bankers think should
have gone to paying interest to them.

Agriculture

Income drops with
‘sustainable’ farming

A study sponsored by the U.S. Department of
Agriculture and the National Academy of Sci-
ences comparing a conventional farm to one
using ‘sustainable’ agriculture in South Dako-
ta, shows a dramatic income drop on the sus-
tainable farm.

The study, entitled “On-Farm Research
Comparing Conventional and Low-Input/Sus-
tainable Agricultural Systems in the Northern
Great Plains,” was released in April. The re-
sults of the five-year study comparing two corn
and soybean farms, show that gross income
from the conventional farm was 25% higher
and net income was 18%-20% higher. Labor-
hours per acre were almost twice as highon the
low-input farm.

Technology

Powerful laser leads
to usable X-ray device

Scientists at the University of Michigan and
the French Atomic Energy Commission re-
ported the creation of the world’s most power-
ful laser in a simultaneous announcement June
7. The beamof the P-102 laserdelivers 20 tera-
watts (20 trillion watts) within a diameter of 9
centimeters (more than 300 billion watts per
square centimeter). The previous limit was 15
terawatts with a beam diameter 50 times
greater.

The P-102 relies upon a technique called
“chirped pulse amplification” (CPA) devel-

oped by Gerard A. Mourou of the University
of Michiganat Ann Arbor. The CPA technique
involves stretching out a pulse of 1 picosecond
(1 trillionth of a second) by a factor ranging
from 100to afewthousand, amplifying it, and
then recompressing it to its original duration.
If the pulse were not stretched out during am-
plification, its power density would shatter the
amplifier, a' glass matrix impregnated with
neodymium:ions.

“With power densities at this level,”
Mourou said, “we may soon be able to create
an intense X-ray laser-like beam capable of
producing three-dimensional ‘snapshots’ of
microscopic structures within living cells that
have never been seen before.”

German Unity

Monetary union treaty
takes effect July 1

On June 21, the two German parliaments
passed the treaty on the German economic-
monetary union by a vast majority, in parallel
sessions in East Berlin and Bonn. In the East,
306 out of 400 voted in favor of the treaty; the
communist PDS and the left-greenie Alliance
90, against. Inthe West, the treaty was adopted
with 438 out of 505 votes, the Greens and 25
Social Democrats voting against. In Bonn, it
wasthe firsttime the deputies from West Berlin
wereallowed to vote on legislation—thanks to
the three Westernallies’ long overdue decision
to lift the voting ban on the Bundestag mem-
bers from Berlin.

The treaty, to take effect July 1, will be
followed by a second treaty soon that is to de-
fine the timing and details of the formal reuni-
fication process.

Infrastructure

Six-nation initiative
for Baltic economic zone

Six nations are involved in an initiative for an
economic cooperation zone along the eastern
Baltic, EIR has leammed. A non-public meeting
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of experts mapping out areas of future coopera-
tion took place in late April in Brest, involving
delegates from Poland, Belorussia, Ukraine,
and the three Baltic republics. At the center
of projects discussed, is a plan for industrial
development of the central ports on the Bal-
tic—Gdansk, Klaipeda, Pillau, Parnu, Riga,
Reval, and Narva.

The ports in the three Baltic republics,
largely or partly used by the Soviet Navy, are
to be demilitarized and turned into zones of
Western investments in the civilian industry
sector. All of the mentioned ports possess
berthing capacities for deep-sea vessels and a
functioning, though outdated, railway infra-
structure connecting the ports with interior in-
dustrial regions.

A modemized rail link from Poland into
Belorussia and the Baltic states and into the
Kiev industrial district of Ukraine, is being
discussed in this context. The six nations in-
tend to form a bloc of economic independence
and political autonomy from Moscow, and
may include the district of Leningrad in their
cooperation, depending on how much auton-
omy Leningrad is able to negotiate with
Moscow.

Debt for Equity

Argentina’s Entel for
debt swap approved

The largest debt-equity swap inIbero-America
was approved when the consortium bid of
Telefonica of Spain and Citicorp for Entel
south in Argentina, and Bell Atlantic’s bid for
Entel north, over $5 billion in debt-swap of-
fers, was accepted by the government of Presi-
dent Carlos Menem.

The first entailed payment of $1 14 million
in cash, and the second a mere $100 million.
The rest of the purchase was for $2.7 billion in
debt-swap in the south Entel bid, and approxi-
mately $2.2 billionforthe northern Entel. This
would give them 60% control of Entel. The
rest would go to the public through stock offer-
ings (25%), to Entel employees (10%), and
5% to local telephone cooperatives.

Former public works minister Rodolfo
Terragno criticized the deal for accepting too
little cash, but Entel managerMariaJulia Also-
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goray pushed it through anyway. The June 27
London Financial Timesreported that the most
important aspect of the deal is the debt forequi-
ty swap, which was based on 13% of the face
value of Argentina’s debt, and was pushed
through with “little of the expected political
furor and trade union opposition.”

“There’s nowhere to get money. They
can’t finance themselves from foreign credi-
tors, there’s nothing much left to confiscate
domestically, and they can’t finance them-
selves with inflation, because that would lead
straight to hyperinflation,” one banker gloated
to the Wall Street Journal.

Environmentalism

Cost of U.S. regulations
could top $10 trillion

Existing and soon to be enacted environmental
regulations will cost the U.S. economy over
$10trillion by the year 2000, according to sev-
eral recent government and private studies.
And $10 trillion may be a conservative figure
giventhat itdoes not take into account the shut-
downs of the productive U.S. economy and
dislocation of its workforce.

Major items include: $2.6 trillion to clean
up asbestos; $2.2 trillion to comply with Clean
Airand Clean Water laws; $1.28 trillion tore-
duce radon levels in households; $200 billion
for chlorofluorocarbons (CFC) replacements
for refrigeration air conditioning equipment;
and$150billion or more tocleanup Superfund
Hazardous Waste sites. Private sources esti-
mate Superfund may costasmuchas $1 trillion
by year 2000, most of it being legal fees. The
ban on logging and use of pesticides, insecti-
cides, and fungicides, will add severaltrillion
dollars to costs.

The two top radon experts in the U.S.,
William Nazarof f and Anthony Nero of Law-
rence Berkeley Laboratory in California, au-
thored a study published in the June Journal of
Environmental Science and Technology at-
tacking the Environmental Protection Agency
for forcing people to spend “on the order of
$1 trillion” to reduce radon to imperceptible
levels, when a small percentage drop in ciga-
rette smoking would have more effect.

Briefly

@ CANCER is not linked to elec-
tromagnetic radiation generated by
electricity, a study by the Environ-
mental Protection Agency has found,
the June 23 Washington Post report-
ed. Desperately needed new electric
transmission lines have been halted
across the UJ.S. over alleged health
effects.

@ JAPAN gave $8.96 billion to de-
veloping cduntries in foreign aid,
more than the $7.66 billion given by
the U.S., in 1989, according to a re-
port by the Development Assistance
Committee of the OECD. Japan
plans to provide $31 billion in assis-
tance over the next three years.

@® C.L. STALS, goveror of the
Reserve Bank of South Africa, told a
Financial Times conference that the
bank is buying gold to prevent U.S.
manipulations from collapsing gold
below $340 per ounce. Market
sources say the intervention has led
to a rising price in June to $353.

@ BRITISH industrial orders are at
an eight-year low, reports the Con-
federation of British Industry. CBI
reports that if the Thatcher govern-
ment’s 15% base interest rate policy
is continued much longer, it risks
“making British industry into an in-
sular enclave.”

@ ROTHSCHILD’S branch in the
U.S. is invélved in one-third of all
major U.S. bankruptcies, the June 25
London Financial Times revealed.
“Very few of the big Wall Street firms
spotted the bankruptcy opportunity
early. One that did was Rothschild,”
the Times wtote.

@ JAPANESE investment in mod-
ernizing induystry is twice that of the
U.S., a report from the Council on
Competitiveness shows. In 1989, Ja-
pan spent $349 billion to modernize
and expand its industries, compared
to $513 billion spent by the U.S.
Since Japan’s population and econo-
my is half the size of the U.S., the
Council notes that “In effect, Japan
is putting twice the tools in the hands
of the Japanese worker.”
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ZiikScience & Technology

Debunking media myths
about the ozone layer

Dr. Hugh W. Ellsaesser weighs the possible benéefits of increased
ultraviolet radiation against the claims that the ‘ozone hole’ spells the
doom of man. Part Il of an interview.

Dr. Ellsaesser retired from the U.S. Air Force Air Weather
Service after 21 years as a weather officer and from the
Lawrence Livermore National Laboratory after 24 years in
climate research. He is continuing his studies at Lawrence
Livermore as a Participating Guest Scientist. Rogelio Madu-
ro interviewed Ellsaesser for 21st Century Science & Tech-
nology onMarch 1.

In Part I, published last week in EIR, Dr. Ellsaesser
looked systematically at the available scientific evidence con-
cerning the “ozone hole”—aphenomenonwhich has become
an environmentalist cause célebre. In 1987, ministers of over
a dozen nations drafted a global ozone treaty in Montreal,
calling for a 50% cut in production of chlorofluorocarbons
(CFCs) by 1998. Officials of more than 70 nations are cur-
rently meeting in London to draft a treaty mandating a com-
plete ban on CFCs by the year 2000, on the grounds that
these allegedly are causing a hole in the ozone layer. The
“Chicken Littles” of the environmentalist lobby claim that a
barrage of ultraviolet rays, unblocked by a degraded ozone
layer, will start epidemics of skin cancer. Ellsaesser showed
that the evidence for all of this is quite inconclusive.

The theory that CFCs deplete the ozone layer was pro-
posed by F. Sherwood Rowland in 1973 and was discounted
by the scientific community. During the early 1980s, horror
stories of “nuclear winter” abounded, which held that a
nuclear war would cloud the atmosphere and cool the Earth
such that the plant life to support any surviving humans
would not be able to continue. Then, as the “nuclear winter”
theory proved false, in 1985, the environmentalist lobby dis-
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coveredthatthere was a hole in the ozone layerin Antarctica,
supposedly caused by CFCs. No matter that scientist Gordon
Dobson first noticed the hole in 1956 and deemed it a natural,
seasonal phenomenon.

In this week’s concluding installment, Ellsaesser goes
further, to assert that if the benefits of CFCs are eliminated—
notably their use in refrigeration—millions could die as a
direct result. But the government and the media are not
interested in this, neither are they interested in examining
the related issue of the benefits of ultraviolent radiation.
While the ozone layer blocks harmful ultraviolet rays, which
can cause skin cancer, those same rays provide the human
body with vitamin D, without which we cannot absorb calci-
um, which is necessary to maintain bone strength, and espe-
cially urgent in children and the elderly.

Q: Now back to the question of the high-level ozone, the
ozone layer, which the environmentalists claim is essential
to the existence of life on Earth. Most of the news media say
that the ozone layer is less than half an inch thick, and in all
the diagrams that I have seen in Time and Newsweek, they
regularly show a very thin layer of ozone over the Earth.
Ellsaesser: If you reduce it down to standard atmospheric
conditions—that is, the temperature and pressure we have
here at the surface—you have about 300 milli-atmospheric-
centimeters. That means 0.3 centimeters of ozone (about
one-eighth of an inch) when the layer is compressed to stan-
dard temperature and pressure and you have nothing but
ozone in the layer.
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Q: Does this layer really exists in that way?

Ellsaesser: As a layer, yes—but not thin—it extends over
tens of kilometers in concentrations of parts per million of
the ambient air. But it’s very important. It screens out the
very energetic part of the ultraviolet light. . . .

Q: What I am asking is this: When people see the diagrams,
they think of the ozone layer as something very fragile, and
this frightens them.

Ellsaesser: It is being presented as if it were compressed to
standard atmosphere conditions, but it is actually mixed into
the atmosphere over a great depth. It extends from the tropo-
pause up to something like 70 km. It’s very rugged. It has
been there ever since the atmosphere developed with oxygen
in it. However, before we had an oxygen atmosphere, it
probably was not there. In other words, until we had devel-
oped an atmosphere containing oxygen—and part of that
oxygen was converted to ozone by ultraviolet light from the
Sun—the radiative environment on land was such that no
animal or plant could have survived.

So we had to have the oxygen atmosphere, which then
developed the ozone atmosphere, before life could move out
of the water onto land. The estimates of the amount of ozone
required for that evolutionary step to occur—estimates that
were made before the SST or any other ozone arguments
came along—is roughly one-tenth of the present level of
ozone. In other words, we could reduce our ozone screen
presumably tenfold without having too great an effect on our
ability to live here.

Q: Soyou mean that a very significant reduction of the ozone
layer would still permit people to live here.

Ellsaesser: Yes. They would undoubtedly have to take pro-
tective measures in some areas. In Indonesia now, when
Dutch people go there and live at higher elevations where
it’s cool, they have to be very careful to protect themselves
from ultraviolet. They get severe sunburn and skin damage;
they just can’t tolerate it. It would be like going up on top of
a mountain here and staying out in the Sun.

Q: What is the amount of ozone—the thickness of the ozone
layer—and the amount of ultraviolet that reaches the people
at the equator, as opposed to people in New York City, for
example?

Ellsaesser: On an annual mean basis, from the pole to the
equator ultraviolet increases roughly 50-fold. The doubling
distance is roughly 1,000 miles. So it’s roughly four to eight
times more at the equator than what we get. That does not
take account of the fact that there are other things in the
atmosphere that help screen out ultraviolet. For example, in
the tropics you have lots of moisture particles—more than
you have here—which also help screen out ultraviolet.

Q: But the amount of ultraviolet that is received at the sur-
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face is about eight times larger at the equator than in New
York City.
Ellsaesser: On an annual average, yes.

Q: And people at the equator have managed to survive!
Ellsaesser: Yes. But you’ll notice that people who devel-
oped in those climates, had dark skins. And in Scandinavia,
on the other hand, where there is very little ultraviolet for
vitamin D production, they had very light skins. In other
words, we humans adapted to our ultraviolet environment
by changing the pigment in our skin. People in low latitudes
who absorbed too much ultraviolet and damaged their skin
andthose in high latitudes who didn’t absorbenoughto devel-
op good skeletons basically didn’t survive to reproduce. If
they moved slowly from one latitude to another, the advan-
tages and disadvantages would have been more gradual, but
the people with the proper amount of skin pigment would still
have had a survival advantage and gradually have become the
predominant survivors. .

But now people are beginning to move quite rapidly all
overthe globe. So we have dark-skinned people in high lati-
tudes who are developing rickets because they don’t get
enough ultraviolet to develop the vitamin D they need. And
we are getting light-skinned people, like those who went to
Australia, who are getting more ultraviolet than their inherited
skin pigment is adapted to, and they are showing the highest
skin cancer incidence in the world.

Thinning the ozone layer will help the dark-skinned peo-
ple who migrated to higher latitudes, but it will make the skin
cancer problem worse for those like the Australians. We have
to keep track of where we are and whether we need to do more
than rely on our inherited skin pigment to take care of us.

Q: Does this mean that what the environmentalists are most
afraid of is that we’ll all become dark-skinned people if the
ozone layer is depleted?

Ellsaesser: Well, I think they are being racist because only
white-skinned people suffer particularly from excess ultra-
violet.

Q: Ithink the other fundamental point is, obviously, as long
as there is ultraviolet light, sunlight, and there is oxygen,
there will be an ozone layer. . . . Now, would it not be
dangerous if there were no mechanisms to deplete ozone,
and it just kept on being created from oxygen by the ultravio-
let light? Don’t there have to be some natural mechanisms?
Ellsaesser: But there are. It’s already self-limiting. It’s a
very reactive chemical.

Q: Self-limiting—you cannot produce any more ozone?
Ellsaesser: Not unless you change the ultraviolet flux of the

Sun, or something else like that.

Q: Why is that?
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“We put out money to investigate the detrimental consequences of man'’s
actions. But for some reason, everybody thinks it would be imunoral and
illegal to spend any taxpayer money to docunent the possible beneficial
effects of our actions. So we are biasing our decisions.”

Ellsaesser: Once you have an oxygen atmosphere and a
certain ultraviolet flux from the Sun, the ozone layer is estab-
lished. There is a certain rate at which ozone is produced and
a certainrate at which it is destroyed, and the ozone increases
until the destruction rate matches the generation rate. The
point at which equilibrium occurs is sensitive to such things
as temperature and the distribution of solar energy by wave-
length.

But the biggest factor in the total depth of the ozone layer
is transport—air motion. There is much more ozone near
60° latitude than over the equator—and in winter than in
summer—that is, just the opposite to what you would expect
from the amount of ultraviolet. Most of the stratospheric
ozone is essentially in storage—chemically inactive—in the
lower polar stratosphere.

Such things as oxides of nitrogen, of hydrogen, of chlo-
rine and of bromine, by setting up catalytic destruction cy-
cles, may shift the chemical equilibrium point at different
altitudes where ozone is chemically active. But the effects
are substantially less than originally thought, simply because
all of these catalytic ozone destroyers also interfere with each
other. This may well be why observational confirmation of
catalytic destruction of ozone cannot yet be claimed.

Q: How is ozone destroyed naturally?

Ellsaesser: The primary way in which it is destroyed in the
stratosphere is by ultraviolet light. The primary way in which
it is destroyed in the troposphere is by interaction with parti-
cles—that is, solid objects—at the surface of the Earth.

Q: How high up in the stratosphere do you find ozone from
the surface of the Earth?

Ellsaesser: Oh, you find it all the way up to something like
80 or 90 km. There is some above that, but it has only
been measured up to about 70 km that I know of. But the
interesting thing about this is that from the surface of the
Earth, the ozone increases steadily up to the tropopause, that
is, the lower boundary of the stratosphere. You may find
some oscillations, or blips, in it where there are layers that
don’t mix too well, but there is an increase with altitude. So
the major process that is going on is that ozone is being
formed in the stratosphere; it is descending through the polar
tropopauses in the springtime when you have the breakup of
the polar vortex, and then is diffusing down to the surface of
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the Earth, where it is destroyed.

There is another process, the so-called smog photochem-
istry, which goes on in the boundary layer at the surface.
There the impinging ultraviolet that gets through the strato-
sphere goes on to cause a reaction and generates ozone in the
boundary layer. But this ozone in the boundary layer is also
usually destroyed in the boundary layer. It’s a diurnal pro-
cess; itincreases during the daytime and is destroyed at
night.

Q: Does this mean that, nightly, the amount of ozone at the
lower levels will go down?

Ellsaesser: Ittypically goestozeroevery nightatthe Earth’s
surface over land. Over the oceans it may actually be coming
out of the ocean.

Q: And how about in the stratosphere?

Ellsaesser: No. There is a relatively small diurnal variation
in the stratosphere. Of course there are seasonal variations,
but the seasonal variations in the stratosphere are primarily
due to the movement of the air containing different amounts
of ozone, rather than to photochemistry. In winter, tropical
air containing high mixing ratios of ozone drifts polarward
and downward, building thicker layers of air with a high

- content of ozone—so the totalamount of ozone in the column

becomes much larger than in the tropics where the ozone is
actually generated.

Q: One thing that I find very curious—and I haven’t noticed
anybody making a major point of this—is that the time that
the ozone hole occurs in Antarctica is right about the end of
the six-month polar night, during which there is no ultraviolet
radiation coming in. Would you not expect the ozone level
to go down because you don’t have ultraviolet light?
Ellsaesser: If there were particles or something there that
could destroy the ozone, you would anticipate that. But the
ozone molecules have to make contact with some kind of
a solid to be destroyed, as they do at the Earth’s surface.
Normally, ozone is not destroyed significantly by anything
we find in the stratosphere in the absence of sunlight. As I
mentioned earlier, in higher latitudes ozone is essentially in
storage. Remember that in the stratosphere, ozone is present
in parts per million—almost everything else that might attack
it is in parts per billion or less.
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Layers of the atmosphere and penetration of sunlight

Extreme ultraviolet

Thisfigure shows the different layers of the
atmosphere and the penetration of different
wavelengths of sunlight through them. The
ozone layer, where ozone molecules, O,,
are created and found, extends from the
surface of the Earth to approximately 80
km altitude. While the highest
concentration of ozone molecules are
found at the bottom of the stratosphere,
around 30 km altitude, most popular press

have incorrectly drawn an imaginary thin
line at 30 km altitude, as if that were the
layer’s location.

How muchand what wavelengths of
electromagnetic radiation penetrate the

atmosphere is determined by atmospheric
absorption within the spectral region in
question: Some infrared and all visible
light reaches the Earth’s surface; ultravio-
let and and extreme ultraviolet are entirely
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wavelengths in the ultraviolet range, called
UV-B, reach the Earth’s surface.

Source: NASA

Q: So six months would not be enough for it to drift down
to the surface of the Earth and be destroyed?

Ellsaesser: No. If there is a destruction process, it would
have to be something like this: Particles of ice crystal clouds
take up (sublime) the nitric acid vapor—which is what oxides
of nitrogen become in the wintertime when there is no sun-
light—and grow enough to precipitate. When the Sun comes
up the following spring, the nitric acid cannot be converted
back to oxides of nitrogen so they could chemically tie up
the chlorine. This leaves the chlorine free to attack the ozone,
and it may be what’s going on in the ozone hole region
over Antarctica. But, at the present time, I think it is still
somewhat questionable that that is an important part of the
process. However, it can’t be ruled out either.

Q: Is it therefore warranted to impose such an onerous tax
on CFCs or to ban them, based on this?

Ellsaesser: If they ban freon, we’ve got alotof automobiles
with air-conditioning equipment that will not be replaceable.
I don’t think many are going to go to the expense that it will
take to put in the new type of equipment that will have to be
used for the new types of chemicals they are coming up
with. The same type of problem will occur with all of our
refrigerators and air-conditioning equipment in homes and
offices. Unless we are all more affluent, fewer of us will be
able to afford air conditioning and refrigeration. There is
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going to be a substantial reduction in the use of it. That is
going to have a health effect. I don’t know anyone who has
looked at that particular health effect and tried to balance it
against the one they are worried about.

Q: Some individuals have denounced the ban on CFCs be-
cause it will mean that millions of people in the Third World
will die as a result of food poisoning because of the lack of
food refrigeration.

Ellsaesser: I think that is probably true, because at the time
that we introduced refrigeration in this country, there was a
very rapid drop in the mortality rate from such things as
stomach cancer. However, the big problem with food—be-
cause it tends to be produced sporadically—is keeping it
edible until the next hunt or harvest.

Q: Therefore, ostensibly to save a few lives that might be
lost from increased ultraviolet radiation, perhaps millions
will die?

Ellsaesser: Yes. Thathasalready happened with DDT. They
just haven’t looked at all of the ramifications of this and, as I
said, I think that the slight destrugtion of ozone that might be
occurring from freon chlorine, could very well be a net benefit
to humans and to other vertebrates here on Earth.

Q: That benefit still has to be documented, correct?
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Ellsaesser: Yes. No one is paying for that research to be
done. That’s the crime of the present U.S. government regu-
lations. We put out money to investigate the detrimental
consequences of man’s actions. But for some reason, every-
body involved thinks it would be immoral and illegal to spend
any taxpayer money to document the possible beneficial ef-
fects of our actions. So we are biasing the decisions, because
we don’t have the other side of the question looked at and
evaluated, and the data developed that we need to make a
sound decision.

Sherwood Idso claims that there are already benefits for
the biosphere from the increased carbon dioxide content of
the atmosphere. He lists about half a dozen of them. One
of them shocked even me. He claimed that the decrease
worldwide in coronary mortality over the last two decades
may very well be due to the rise in carbon dioxide content of
the atmosphere. I don’t know of any way to rule that out,
because it is more consistent with the observation data avail-
able than is greenhouse warming itself.

The only way to find it out is to have people look into it,
and that means somebody has to pay their salaries. If the
government is not willing to fund research into this type of
question, it is going to continue to bias the conclusions and
take us off into the very expensive type of mistake we are
now headed for.

Q: Has anyone calculated how many millions of people will
die as a result of a ban on CFCs?

Ellsaesser: Not that I am aware of, but I think, if you used
the types of approach that the environmentalists have, you
could easily come up with a very big number. It’s just like
taking smog out of Los Angeles. Nobody is complaining
aboutthe fact it’s going to increase ultraviolet and skin cancer
down in Los Angeles. The problem is that all of our commu-
nications, including the scientific ones, have put in a one-
way filter, because the government has become the main
source of research funds. They are biasing the decisions by
looking only at one side, the detrimental side.

Q: But how could the environmentalists get so much govern-
ment funding when other scientists cannot?

Ellsaesser: Well, it developed historically. Ever since Ra-
chel Carson’s book Silent Spring appeared in 1962, the atti-
tude has been that the only thing that is important is looking
at the detrimental effects—the possibility of beneficial ef-
fects was not admitted. That is, man can do no right.

Of course, that’s the thingthenews medialove to publish,
the thing you can use to scare money out of Congress to get
research funds. So the system developed in that way, not
necessarily because of the environmentalists, but just be-
cause that’s the way humans are. We play the rules and not
the game.

But now the environmentalists are trying to exploit the
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situation, and the government has got itself into the act where
it is biasing the decisions by looking only at the detrimental
effects. It’s not spending any money forresearch on the other
effects—the other side, such as the Idso material that I men-
tioned on heart attacks. There is also Dr. Don Luckey, who
used to be at the University of Missouri, who has collected
some 300 studies that show that there is a beneficial effect of
radioactivity for levels up to about 10 times what we consider
to be background. According to his data, we would all be
better off—healthier—if we were exposed to 10 times more
radioactivity than we are getting at the present time.

For years, Luckey kept trying to get the government or
someone to fund a research study in which he would take mice
underground in a mine to protect them from cosmic rays. He
would shield them with lead to protect them from the uranium
and radium in the Earth. He would replace the potassium-40
in their bodies to protect them from self-radiation from that,
and thus raise them in a very low-radiation environment. He
had hoped to prove by this process that the slope of the health
effects curve for radioactivity is negative at the background
level. In other words, he predicted that these mice would be
less healthy than those exposed to normal radioactivity. No
one wants to touch that!

He hasn’t been able to get anybody to pay for a study.
He’s done a little bit on his own, on microbes and bacteria,
which tends to support it, but it’s not the type of thing that
most people would accept. He wants to run a full-scale exper-
iment with enough mice or animals to make it hard to discount
his results, and that takes money.

Something else. I don’t think you have ever heard of the
so-called mega-fish experiment. People always talk about
mega-mouse experiments, because it takes millions of cases
todetect these very small effects they are looking for at levels
of radiation near background. Well, here on the West Coast
at the salmon fisheries, they have exposed 600,000 salmon
fry to 25 rems of radioactivity before they were released, and
released another 600,000 without any such exposure. They
tagged them all, and kept track of them as they came back.
They found that 20% more of the irradiated ones than of
the unirradiated ones made it back. This suggests that the
radioactivity gave them some sort of a living advantage out
there in the ocean where they all lived.

I havenever found anybody who has heard of this experi-
ment except my original source, Don Luckey. . . .

Q: What would you suggest be done to have rigorous scien-
tific evidence?

Ellsaesser: They should acknowledge this bias and either
fund the other side of the equation or stop funding the investi-
gation of the detrimental effects that people keep proposing.
One of the two. In other words, don’t bias the results. If you
are going to fund one, fund the other. If you are not going to
fund the other, then stop funding the one. It is the bias that’s
leading to problems. . . .
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Interview: Robert Alexander

Nuclear radiation: facts
versus scare stories

Robert Alexander, a Virginia-based consultant in radiation
protection and health effects, is the immediate past president
of the Health Physics Society and served on the science panel
of the White House Office of Science and Technology Policy’s
Committee on Interagency Radiation Research Policy Coor-
dination from 1982 to 1988. For 16 years he directed the
radiation protection research and regulations development
program for the Nuclear Regulatory Commission and its
predecessor.

In this interview, he debunks some of the scare stories of
the anti-nuclear lobby and the media, and he updates the
figures that appeared in EIR’s June 8 issue, in the box “Mea-
suring radiation” on page 24. The interviewer is Marjorie
Mazel Hecht, managing editor of 21st Century Science &
Technology magazine.

Q: People don’t know very much about radiation, and this
allows the anti-nuclear forces to scare people with all kinds
of lies and misstatements about what radiation is. Can you
give a brief description of what radiation is and how it is
measured?

Alexander: Man and all life forms on Earth have evolved
in a radiation environment. This radiation comes from two
natural sources. One of these is solar radiation and radiation
from space called cosmic radiation, which gives a radiation
dose to every life form. Then there are naturally occurring
radioactive materials on Earth, which give all life forms an
additional dose. So radiation is the most natural thing in the
world.

There are two basic forms of the type of radiation we are
discussing. One is what the physicists call electromagnetic
radiation, which is very much like light, except that it has
more energy and can penetrate much farther. This kind of
radiation is called gamma rays or X-rays.

Any other kind of radiation is particulate, composed of
atomic particles that have weight and that travel at very high
speeds. There are beta particles—really just electrons, the
same as those that come through electric wires. There are
also alpha particles that come from atomic nuclei and are
much, much larger than electrons. Because they are large,
alpha particles are not very penetrating. If the radioactive
material that emits alpha particles is located inside the body,
however, then the alpha radiation can do damage to the inter-
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nal organs.

Particulate radiation also includes neutrons. Neutrons are
somewhat smaller than alpha particles, but they don’t come
from radioactive materials. The neutron results from other
nuclear phenomena, such as the operation of a nuclear reactor
or a particle accelerator.

Q: How do these forms of radiation interact with the human
body?

Alexander: In terms of penetrability into the body, gamma
and X radiation are very efficient; beta radiation is normally
stopped by the skin, but neutron radiation can penetrate to
the internal organs. The alpha radiation is completely stopped
by the dead layers of skin, so that it is only a hazard when
radioactive materials that emit alpha particles are taken into
the body by inhalation or ingestion.

It is important to distinguish between radioactive material
and radiation itself. Radioactive material is just regular
chemicals that all of the Earth is composed of, except that
some of the atoms are unstable—that is, radioactive. They
give off radiation as they decay to a stable state. Radioactive
material can give off gamma rays and even X-rays, and it
can give off beta and alpha particles. When certain radioac-
tive atoms fission—the atoms split in two—they give off
neutrons.

Q: How do you measure how much radiation is reaching the
body?

Alexander: We measure radiation with an assortment of
devices that can detect the various interactions that radiations
have with matter. As the radiation goes through matter of
any kind, it interacts with the electrons that are part of the
atoms composing that matter. Those disturbances can be
measured.

Some of our instruments give us readings while we are
looking at the instrument. We also have passive measuring
devices, through which we can look at the cumulative effect
of the radiation later and see what dose was delivered. In the
old days, we used film very similar to photographic film, and
the radiation affected the film in much the same way that
light does. These days we use thermoluminescent dosime-
ters, which can be processed after they have been exposed to
radiation to tell what the dose was.
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The average annual
radiation dose for those
who live near a U.S.
nuclear power plant is
about 7 microrems per
year. A person who lived
in Washington, D.C., and
spent ayearin Denver
would probably receive an
extra 100,000 microrens.
Shown here: the
Connecticut Yankee
nuclear power plant.

Q: What kind of units do you use to measure the radiation
dose?

Alexander: In radiation the principal quantity we use is
called the dose equivalent, and it is measured in units called
rems. A rem tells you how much radiation energy was ab-
sorbed by the tissue that it passed through, as well as the
effectiveness of that radiation in producing a particular bio-
logical response. The response that we worry the most about
is cancer. So the rem is just a unit of radiation-effectiveness
on the tissue that absorbs it in terms of producing cancer in
that tissue. The rem was established as the unit for physicists
to use in controlling radiation risk, so that we can tell whether
people are being exposed in a safe, controlled manner. The
radiation standards are given in rem units: The millirem is
one-thousandth of a rem and the microrem is one-millionth
of a rem.

Q: What are some examples of background radiation?
Alexander: Inthe United States, natural radiation causes an
average of about 300 millirems per year. So if a person lives
for 70 years, that would be about 21 rems during his or her
lifetime.

Q: And if one lives at a higher altitude, as in Denver,
wouldn’t the dose be greater, because of the cosmic radi-
ation?

Alexander: Yes, 300 millirems is the national average; this
is higher than what people who live in coastal areas receive,
and it is lower than what people who live in mountainous
areas receive. This is primarily because the atmosphere
serves as a shield against the radiation from outer space. The
more air you have above you, the less cosmic radiation you
get; the higher the altitude, the less air and the more cosmic
radiation you get.

The variations are not small. Variations from one locale
to another may be as much as 100 millirems per year. This
is an important fact to consider when establishing regulatory
limits on radiation dose.
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Connecticut Yankee Power Authority

Q: The anti-nuclear propagandists talk about the radiation
you get from living next to a nuclear power plant. But if you
live in Denver, you get far more radiation—naturally.
Alexander: Oh, yes. Let me give you some numbers. The
average annual radiation dose to people who live in the vicini-
ty of a U.S. nuclear power plant is about 7 microrems per
year—seven-millionths of a rem—a lifetime dose of about
one-half of arem. A person who lived in Washington, D.C.,
and spent a year in Denver would receive probably an extra
100 millirems, which would be 100,000 microrems. Com-
pare the extra dose from living one year in Denver of 100,000
microrems with the 7 microrems from living next to a nuclear
power plant, and you can see that the concern about environ-
mental radiation from nuclear power plants is not well found-
ed. The concern is just an emotional reaction, through misin-
formation that has been distributed.

Q: What about riding in an airplane or watching color tele-
vision?

Alexander: Unless you are seated very close to a color tele-
vision set, you don’t receive an appreciable amount of radia-
tion. A child sitting within two or three feet of some color
TV sets could receive a few millirems per year. It’s low, on
the order of what one would receive from a diagnostic chest
X-ray, that is, about 20 millirems.

If you fly from coast to coast, the radiation dose you are
going to receive would be on the order of 5 millirems. A
person would probably not hesitate to make a round trip from
Washington to San Francisco and back and receive maybe
10 extra millirems from cosmic radiation—that’s 10,000
microrems. But the same person living in the vicinity of a
nuclear power plant receiving 7 microrems might worry
about that. . . .

Q: We are often told that more is known about radiation
than any other agent that causes cancer. Is this true?

Alexander: No. To make the statement true we cannot say
“radiation”; we have to say “radiation delivered at high doses
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and dose rates.” This distinction is important. We have a
convincing data base for large, instantaneous doses—on the
order of 10 rems or more—and that is all. For small, instanta-
neous doses and for large doses delivered over an extended
period of time, cancer induction has not been observed. We
can only guess. Is there no effect? Is cancer caused? Is cancer
prevented? No one knows. We only know that if cancer
is caused, it cannot be detected using our most sensitive
epistemological techniques, and that the probabilities must
be very small indeed.

Q: What about higher levels of radiation—the lethal doses,
for example, from the Chernobyl accident. What happens
then?

Alexander: There you shift your focus from cancer, which
is a biological response that occurs years after exposure, to
more immediate biological responses, where the tissues are
damaged so severely by the radiation that you get a very rapid
response. In extremely high doses, radiation kills so many
cells that the organs can no longer function properly and the
person dies.

Q: What would be the threshold dose?
Alexander: I don’t think anyone has ever died from a dose
of less than about 400 rems. Below 400 rems, the chance of
recovery is good. When you get somewhat above 400, the
chance of recovery is not so good, and by the time you get
to about 800 rems, it is becoming hopeless. If it is penetrating
radiation to the whole body, just about all of the organs are
going to be affected, and there is little chance of surviving.
Of course, there are two things about these doses that
everyone needs to remember: one is that they are very large,
close to a billion millirems; two is that the doses are instanta-
neous. If these amounts of radiation are distributed over a
period of time so that the body has an opportunity to recover,
then they are not so dangerous.

Q: You mean if you accumulate a large total dose over a
period of a year in small increments, your chances of survival
would be better?

Alexander: That’s right. The International Commission on
Radiological Protection (ICRP) believes that if we limit the
radiation dose in any one year to any organ to 50 rems or
less—that is, 50,000 millirems or 50 million microrems—
none of the biological effects other than cancer would ever
occur. In other words, 50 rems per year is considered to be
a threshold for the type of effect we have talked about as
causing cellular damage that prevents an organ from working

properly.

Q: The press is full of stories where the anti-nuclear people
proclaim that “there is no safe level of radiation.” From what
you have said, this statement is absurd, since we get so much
radiation naturally. In fact, we would not be here if there
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were no natural radiation.

Alexander: To say that there is no safe level of radiation,
depends on one’s definition of the word “safe.” That idea
springs from a supposition that just one interaction with radi-
ation in the nucleus of a cell could cause that cell, when it
divides, to start dividing out of control, causing cancer. No
one has ever been able to prove that that can happen, or that
it cannot happen. That’s something that no one knows. It
isn’t very likely that we will ever know the answer. But, as
I'am going to explain, it is really not important.

For example, if I live here in a nice quiet neighborhood,
and if I go outside and back my car out of the driveway and
park it in front of the house, there is a finite probability that
I will be killed in the process. There are many ways that
could happen. For example, a big truck might come along
and hit me. An airplane might crash into me. A tree could
fall and crush me. So, I could say that there is no safe way
to drive your car out of your own driveway and park it in
front of your house.

You have the same thing with this question of the interac-
tion of radiation with the cell nucleus. The point is really not
whether it can happen, but what are the chances that it can
happen. Should I refrain from parking my car in front of my
house because the probability is not zero? The answer is, of
course not. At the other extreme, if | want to drive my car
120 miles an hour on one of the interstate highways, then the
risk of death becomes real.

With radiation, at some point there are enough interac-
tions in the nucleus of the cells that the cancer probability
becomes high enough to start considering it, and making
decisions about what you are and are not going to do. That’s
what is important, that we understand the probabilities, and
make our decisions in a reasonable way for ourselves and for
those for whom we are responsible.

The existence of a risk is not nearly as important as the
probability that the event will occur. In the case of low-level
radiation we have noevidence that it is harmful—only suppo-
sition. In addition to that, we worry about such low doses that,
even if they can produce cancer, the probability is too low for
reasonable people to take them into consideration.

Q: I think you said the key word there—*reasonable.” It
seems to me that a lot of the claims being made are totally
unreasonable, and if applied to the rest of what people do in
society, people would not be doing very much at all, includ-
ing the people writing these scare stories.

Alexander: That’s true. From the scientific information that
we have, there are no data indicating that low-level radiation
causes cancer. In fact, there is quite a lot of information
from studies of people who receive extra-high background
radiation showing that low-level radiation may be beneficial.
So if an extraterrestrial being were to come here and look at
our regulations and at the actual data, and remain unaffected
by our emotions, he would think we are crazy.

Science & Technology 31



TR Feature

Who is responsible
for America’s
banking crisis?

by EIR’s Economics Staff

Since the end of 1985, seven hundred and ninety-one U.S. banks have either failed
or gone out of existence through mergers with larger institutions. As of the end of
1989, according to the Federal Deposit Insurance Corp. (FDIC), another 540
banks, in 33 states, had bad assets in excess of their paid-in capital plus loan loss
reserves. They are bankrupt. About 1,500 of the nation’s approximately 14,000
banks are classified as problems. Banks in all states lost money last year. Overall,
the officially classified bad assets of the banking system as a whole come to 30%
of the paid-in capital and loan loss reserves of the system.

What was once the thrift system is bankrupt. The bill for its reorganization,
over 30 years, with interest charges added in, is going to come to at least $500
billion, and could still double in size before the end is reached.

Federal prosecutors in the November-December 1988 frameup trial of Lyndon
LaRouche and his associates in Alexandria, Virginia attempted to ridicule the
defense: “Didn’t they tell you that your money would be safer with them than in
the banks?” they asked their witnesses. Rochelle Ascher was given the same
treatment during her trial in 1989 for alleged violations of Virginia’s securities
laws.

How ridiculous, the prosecutors implied, to say the banks aren’t safe. Every-
one knows the banks are safe, don’t they?

Well, are they, or are they not?

Between 1934, when the FDIC was created, and 1974, the largest volume of
deposits affected by banking failures was registered in 1939 when the federal
government had to back up $160.2 million. In 1974, there were only four bank
failures, but those four banks had combined deposits of $1.575 billion. In 1982,
forty-two banks failed, and those 42 banks had combined deposits of $9.908
billion. Theyear 1982 ushered in anew eraofbank failures. The 1,038 commercial
banks which have failed since 1982 account for 74.5% of all bank failures since
the beginning of federal deposit insurance in 1934. The $111.091 billion in depos-
its held by those 1,038 banks account for 94.5% of the deposits of all banks that
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Who was right, EIR and its founding editor, Lyndon LaRouche, or the “wizards” of the financial
Establishment who said they had no use for him and his American System economic policies?

have failed since 1934 (Table 1).

Prosecutors of LaRouche and his associates in Alexandria
argued that such assertions by the defendants, and therefore
also the necessary remedies they proposed, were part of the
defendants’ conspiracy to defraud contributors. So, do we
have a banking crisis, or not? Are your deposits safe, or not?

Who was right?

On May 6, 1990, fifteen months after LaRouche was
sentenced to 15 years in prison as a result of the Alexandria
frameup, administration and congressional leaders met to
discuss the federal government’s budget crisis. The subject,
according to Budget Director Richard Darman May 14, was
the government’s “contingent liabilities.” These are implicit
obligations, assumed to be backed with the “full faith and
credit of the U.S. government.” Some $5.6 trillion of such
obligations are outstanding. Approximately half of the total
is made up of deposit insurance; another portion is made up
of government-underwritten mortgage obligations; another
is government-secured pension obligations. They were the
subject of the “budget summit” discussion, because none are
safe, and because, with present policies, the government has
no way to back them up. This was the meeting at which,
according to the New York Times of May 7, the President
refused a request from Rep. Richard Gephardt (D-Mo.) that
he take to the national TV networks to tell the country how
bad the crisis is, for fear of triggering financial panic.

What Bush wants to do is something very different. He
and his friends still insist there isn’t a banking crisis. There
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is only a problem of corrupt bankers, they say. Bush and
company want to throw them all in jail.

On June 22, President Bush unleashed a posse of federal
prosecutors, to be organized into “rapid response” task forc-
es, “teams of razor-sharp prosecutors and auditors” to speed
up investigation and prosecution of fraud in the savings and
loans. “These cheats have cost us billions and they will pay
us back with their dollars and they will pay us back with
years of their lives,” is what he told his audience in the Great
Hall of the Justice Department.

Gephardt’s friends among the congressional Democrats
want more, faster. “Too little, too late,” said Rep. Charles
Shumer from Brooklyn, New York, and Sen. Timothy Wirth
from Colorado declared, “The President had a photo opportu-
nity today.”

So who was right, and who was wrong, on the question
of the banking system? If LaRouche was right, then what
conclusion ought to be drawn about the patrons of the prose-
cutors who attempted to ridicule his forecasts of banking
collapse? What conclusion ought to be drawn about a Presi-
dentand administration who still insist, “There is no banking
crisis, only a problem of corrupt and swindling bankers”?

Who was it who warned on May 26, 1987, five months
before the Oct. 19 “Black Monday” 500-point crash of the
New York stock market: “Whether the great financial crash
of 1987 erupts by October or later, will depend upon what
leading governments do at the international monetary ‘sum-
mit’ held in Venice on June 12. Those bankers who are
expecting a crash by October, make that forecast on the basis
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TABLE 1
Banking failures since the ‘recovery’

Commercialbanks Savings and loans

Year Number* Deposits Number Deposits
(a) Closures since 1982, with volume of deposits affected
(deposits in million $)
1982 42 9,908 NA NA
1983 48 5,441 52 18,600
1984 79 2,883 27 6,000
1985 120 8,059 34 12,100
1986 138 6,471 49 13,000
1987 184 6,282 48 10,700
1988 221 37,215 232 100,700
1989 206 31,005 318** 107,000**
(b) Total bank and thrift failures, 1934-89
(depositsin million $)
1934-89 1,393 117,500 N.A. N.A.
1982-89 1,038 111,091 760 268,100
1982-89as a
% 0f1934-89 74.5% 94.5%

*Insured commercial banks.

**In 1989, ten S&Ls, with deposits of $667 million, failed outright. The other 308
failing S&Ls, with deposits of over $106 billion, were placed in conservatorship,
administered by the Resolution Trust Corp., whichwas created in August 1989.
Sources: FDIC, FSLIC, Office of Thrift Supervision, Resolution Trust Corp.

of assuming that the U.S. government’s role at Venice will
be a continuation of the foolish international monetary policy
which the Reagan administration has followed over the past
five years. . . . This would turn the Venice ‘summit’ into a
disaster, destroying the last bit of confidence in the U.S.
dollar in international financial markets. Under those condi-
tions, an October crash would be very probable”?

Who was it who wrote on July 4, 1989, three months
before the stock market tumbled 190 points on Oct. 13, the
second worst one-day fall in its history: “In this situation, we
must expect it nearly, if not absolutely, certain that the July
14th Group of Seven meeting will be the watershed for an
ensuing slide into new financial collapse. Unless some very
radical change in policy occurs by approximately July 14th,
a coming crash should be visibly in progress during August,
and will erupt, most probably, during September or Oc-
tober”?

The author of those lines wasn’t anybody attending
Bush’s “summit” meeting on the budget, that’s for sure.
Lyndon LaRouche warned of the prospects for the Black
Monday blowout as a candidate for the 1988 Democratic
presidential nomination. He predicted the Sept. 15, 1989
deflationary turn on the markets in the preface to his congres-
sional campaign platform, “The Great Crisis of 1989-1992.”

And who said on Nov. 7, 1989, nearly a month after the
Oct. 13 stock market slide, and nearly two months after the
Sept. 15 default of junk financier Robert Campeau, that the
longest period of economic growth in the nation’s history
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EIR was right and the competition was wrong: a graphic used
on one of LaRouche’s 1984 TV broadcasts.

was continuing under his administration? It was George
Bush, who is now letting it be known that he won’t tell people
the truth, because it might cause a financial panic.

Who said, on Oct. 22, 1987, “This is purely a stock
market thing, and there are no indications of a recession or
hard times at all”? And, on Oct. 20, 1987, “The economic
fundamentals in this country remain sound, and our citizens
should not panic. And I have great confidence in the future.”
That was Ronald Reagan, then President.

Who said, on Oct. 20, 1987, “Depositors should not be
concerned about their deposits in the banks”? That was Rob-
ert L. Clarke, Comptroller of the Currency, responsible for
regulating a portion of the nation’s banking system.

On those two occasions, LaRouche was right on the
mark. It wasn’t the first time.

The Volcker depression -

Between October 1979 and 1983, LaRouche had spon-
sored the publication, in EIR, of the results of an econometric
model, the LaRouche-Riemann model. Between October
1979 and the end of 1982, the LaRouche-Riemann model
forecasts were consistently the only accurate forecasts by any
agency (Figure 1). EIR published its first analysis of then
Federal Reserve chairman Paul Volcker’s high interest poli-
cies, in its issue dated Oct. 23-29, 1979 under the headline,
“Volcker’s depression.” Between October 1979 and the mid-
dle of 1981, Volcker jacked up U.S. interest rates to a high
of 22%. The result was to reduce the economy and banking
system to a shambles (Figures 2-3).

OnOct. 16, 1979, from the New Hampshire headquarters
of his presidential campaign, LaRouche had issued a call for
Congress to impeach the Federal Reserve chief. LaRouche
accused Volcker of either lying to Congress, or being incom-
petent for the job, when he had told Maryland Sen. Paul
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FIGURE 2
The effects of Volcker’s credit policy
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These graphs are printouts from the computerized LaRouche-
Riemann econometric model, published in EIR’s issue of Nov. 6-
12, 1979. While most economists were hailing the credit-
tightening measures of Federal Reserve chairman Paul Volcker,
the LaRouche-Riemann model pro jected a devastating impact: an
aggregate 15% loss in real output over an eight-quarter
continuous downturn through the end of 1981.

Sarbanes on Oct. 15 that the Federal Reserve had no means
to channel credit to ensure that businesses stayed open.

LaRouche’s statement read in part:

“As one of the world’s leading economists, I have caused
my staff to conduct a computer-based analysis of the near-
term consequences of Volcker’s measures. Those results,
coinciding with the estimates of other analysts reporting inde-
pendently, indicate that the measures already enacted by Vol-
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FIGURE 3

What actually happened
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cker will cause a 15% recession in the U.S. economy, proba-
bly putting the United States into a recession twice as severe
as thatof 1974. . . .

“The argument that Volcker’s *fiscal austerity’ will hin-
der inflation is a hoax. Although there might be some tempo-
rary levelling off of inflation-rates during the weeks just
ahead, by about January 1980, Volcker’s measure would
begin to send inflation-rates spiraling upward again. . . .

“There are two immediate measures which would amelio-
rate the present crisis. First, the U.S. gold reserves must be
valued at an adjusted current world market value, a value
to be negotiated with both the European Monetary System
member-nations and the OPEC ‘petrodollar’ holders. This
would stabilize the value of the dollar and take the worst
pressures off dollar liquidity. Second, the Federal Reserve
must immediately implement the kind of selective credit-
flow controls which Senator Sarbanes proposed. This would
not solve our nation’s problems, but would give us breathing-
room for developing a comprehensive, long-term set of mon-
etary and investment-incentive measures.”

On Nov. 5, 1979 in a speech béfore the National Econo-
mists’ Club in Washington, D.C., LaRouche elaborated on
the theme. The speech was reported in EIR’s issue of Nov.
13-19, 1979: '

“I’m opposed to Volcker’s measures, not only because
they’re going to cause these awful things to happen to the
economy, but because such measure are totally unnecessary.
It represents an act of suicide, an economic suicide taken
purely for ideological reasons, the ideological reasons being
the refusal to accept the kind of alternatives I propose, that
the government of France proposes, that the leading forces
of the European Monetary System have proposed.
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“Two things are central. The ideologues in Volcker’s
group refuse to accept the return to a gold-based monetary
system, that is, the remonetization of gold. This would not
occur on the old Versailles-Bretton Woods basis, but would
be a monetization of gold on the basis of its competitive
market value as a monetary commodity, about $375 an
ounce, which is a fair market value for monetary gold right
now—not to the credit of Adam Smith, but it just happens to
work out that way.

“The second measure that has to be taken is what is called
the ‘dirigist’ approach nowadays, of what some of the British
call a ‘neo-mercantilist’ approach to organizing the world
market and to shaping policies within nations.”

Where did the others line up on the Volcker measures?
Here’s a selection of quotations from those who were then,
like LaRouche, presidential candidates:

Jimmy Carter: “The number one threat to our national
economy is inflation. Whatever it takes to control inflation,
that’s what I will do” (to the New York Times, Oct. 10, 1979).

Ronald Reagan refused comment until his candidacy
was announced.

George Bush: “The action by Federal Reserve Chairman
Volcker is a necessary stop to curb the staggering growth in
the rate of inflation.”

And from among the economists:

Alan Greenspan, an adviser to Presidents Ford and Nix-
on, and now Volcker’s successor as chairman of the Federal
Reserve Board: “The Fed has no alternative.”

How things went wrong

The point is this: Who has any right to talk about jailing
corrupt bankers now, if they aren’t willing to go back and
say that everything that has been done since Volcker imple-
mented his interest rate policy has been a national disaster?

Was there an enduring significance to the Volcker policy?
The answer is, yes, of course. If interest rates are increased
to levels approximately double the average rate of profit of
industrial corporations, farms, small businesses, public utili-
ties, then, within nottoolong a time frame, those businesses
are forced out of business. That is what the Volcker policy,
and the policy of those who agreed to support Volcker, ac-
complished.

Volcker forced the United States into economic bankrupt-
cy. That doesn’t mean the problem started with Volcker. For
that, go back to the “Great Society” program, adopted after
the assassination of President John F. Kennedy, when the
destruction of U.S. economic power began in the name of
the “consumerism.” Then, the taking down of the NASA
space program in the period following the monetary shocks
of 1967. That was the beginning of the so-called “post-indus-
trial society.” And the decision to take the dollar off the gold
standard on Aug. 15, 1971, which ended currency stability,
wrecked world trade, and destroyed U.S. export markets.
Add the oil shocks of 1973 and 1978, and then the Volcker
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measures, which pushed econamic activity below the break-
even point.

If you wreck the economy, and turn down policies, such
as those designed by LaRouche for recovery, what happens?
Since financial obligations and debt service are ultimately
supported by physical production of new wealth, in the form
of production, capital improvements, and technological in-
novation, a bankrupt economy, left unreversed, leads to a
bankrupt financial system. And out of a bankrupt financial
system, comes financial panic and collapse.

Was LaRouche right in October and November 1979, or
not? Did Volcker’s high interest rate policy lead into an
economic depression which bottomed out in 1982, or not?
Was there ever any recovery from that economic depression,
or not?

The forecasts issued from the fall of 1979 projected a
slide into depression bottoming out in 1982. By the summer
of 1982, Volcker’s policies had indeed wrecked the econo-
mies of U.S. trading partners, reduced the U.S. economy to
bankruptcy, and created the basis for financial catastrophe.

On July 20, 1982, EIR published an article by LaRouche,
“U.S. not responsible for Eurodollars,” in which he wrote:

“I hold an alternative out to these would-be, lecherous
looters of the people of the United States. It is time to scrap
the Rambouillet and subsequent foolish agreements, and to
institute quickly those measures of sweeping monetary re-
form I have been consistently proposing since the spring of
1975. . . . The point of monetary collapse has been reached
at which the bankruptcy of the Third World debtors has be-
come the bankruptcy of the Third World’s creditors. . . .
The time has come to shut down the International Monetary
Fund and to end the grip of the Bank for International Settle-
ments. Only anew, gold-reserve-based New World Econom-
icOrder can salvage a trillion dollars or so of presently unpay-
able debt. You gentlemen are behaving like pick-pockets
plying their profession among the passengers and staterooms
of the sinking ocean liner Titanic, who seem to prefer lying
rich at the bottom of the Atlantic to surviving the catastrophe
you have brought largely upon yourselves.”

The debt bomb: bankers vs. LaRouche
LaRouche’s alternative was a plan for the reorganization
of Ibero-America’s debt, published in the United States in
August 1982 as Operation Judrez. Circulated to the govern-
ments of Ibero-America and the United States during July
and August of that year, the plan proposed a way to reorga-
nize debt to permit a hemispheric economic recovery which
would have transformed the world. Operation Juirez was
the alternative to banking collapse and the imposition of
genocidal looting on debtor nations. Then, as later,
LaRouche was told by bankers and others, that technically,
his plan would work; but politically, it was not acceptable.
Beginning July 9 of that year, following the July 5 bank-
ruptcy of the Oklahoma oil patch bank, Penn Square, the
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June 15, 1982

Federal Reserve had begun pumping in reserves to prevent
the bankruptcy of the U.S. banking system. This was report-
ed in EIR’s Aug. 3, 1982 issue. By the end of the month
of August, Mexico had taken the first steps to implement
LaRouche’s Operation Judrez proposal, when President José
Lépez Portillo telephoned the Presidents of Argentina and
Brazil to ask their support in declaring debt moratoria. The
financial system was on the edge.

On Aug. 24, 1982, EIR published a LaRouche-drafted
script, an outline of how Ronald Reagan could have ad-
dressed the nation that night: “At the close of Sabbath, just
after midnight tonight, I shall have used my Executive pow-
ers to put into immediate effect a number of emergency mea-
sures which are the first step in stopping this depression.” By
the first week in September, E/IR was reporting that large
U.S. banks—Chase Manhattan, Citibank, Bank of
America—were unable to market their certificates of deposit.
There were no buyers for U.S. bank paper.

During this same period, Henry Kissinger, then a mem-
ber of the President’s Foreign Intelligence Advisory Board
(PFIAB), initiated the correspondence with then-FBI Direc-
tor William Webster which led to the July 2, 1987 Boston
indictment of LaRouche, and the December 1988 Alexandria
railroad trial during which the prosecution team attempted to
ridicule LaRouche’s banking crisis forecasts.

On Oct. 5, 1982, LaRouche wrote, in an “Open Letter to
Walter Wriston,” then chairman of Citicorp: “I appeal to you
and others of the banking community to come to your senses
before irreparable damage occurs.”

“The crucial problem is political, not economic,” he
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January 10, 1983

EIR was right about the
Ibero-American “debt
bomb,” months

before the liberal
Establishment’s media
caught up with what was
really going on.

wrote. “It is the ideological commitment to what is called
‘free market economics’ which has caused the present de-
pression and imminent financial crash.”

On Oct. 19, 1982, EIR published Citibank’s reply. Senior
Vice-President Robert Rice said, “We don’t need LaRouche,
we can solve the debt problem ourselves.”

We shall return to how Citibank proposed to do that. A
week earlier, on Oct. 11, 1982, David Rockefeller, then
chairman of Chase Manhattan Bank and head of the North
American section of the Trilateral Commission, had told
U.S. News and World Report:

“The U.S. banking system is very sound. Obviously, in
times of recessions there are more business failures, and
business failures have their impact on the banking system.
There have been a few failures, but my own view is that the
system itself is well managed and strong, and that regulatory
authorities are working wisely and cooperatively with the
banking system to deal with these problems.”

It was not until Jan. 10, 1983, when Time magazine ran
a cover story titled “The debt bomb,” by Rimmer de Vries
of Morgan Guaranty, that the media caught up with what had
really been going on behind the scenes six months earlier,
during the summer and fall of 1982.

Repeal Gramm-Rudman!

On Jan. 29, 1986, LaRouche delivered his State of the
Union Address, in Arlington, Virginia. The speech was re-
printed in the weekly newspaper New Solidarity in two parts,
on Feb. 7 and Feb. 14. In it, he demonstrated the idiocy of the
Gramm-Rudman budget-cutting amendment and President
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Reagan’s tax reform, showing how these would adversely
affect the banking system:

“Unless we repeal the Gramm-Rudman legislation, un-
less we repeal this horrible tax reform, which is as destructive
as Gramm-Rudman, it will shut the economy down! Real
estate will be shut down; municipal utilities will be shut
down; state and local spending for capital expenditures will
be shut down—and so forth—unless that tax reform is re-
pealed.

“Our banking system is collapsing. . . . At present, the
current liabilities of U.S. commercial banks are about two
and one-half times the size of these banks’ current assets. In
other words, the entire U.S. private banking system as a
whole, is presently bankrupt.

“What’s going to be hit? Federal revenue sharing? . . .
That means, not only programs of the type for which federal
revenue sharing was originally created, at least in words.
. . . What that means is shutting down sections of state and
local government. The areas most hard hit, will be the older,
major cities of the United States, the ones with the big pockets
of poverty.

“Another area that’s going to be very hard hit is the state
of Texas and the adjoining states of Oklahoma, Louisiana,
and so forth, and southern California. . . . Mortgages will
collapse. Entire banking systems will collapse. Fanny Mae
will collapse. Ginny Mae will collapse.”

And that is just what the combination of Gramm-Rudman
and tax reform did during the course of 1986. During the first
quarter of 1986, the net worth of the S&Ls became negative.
Output of critical physical goods fell by around 15% in the
first and second quarters of the year. The oil price collapsed,
dooming the real estate and banking sectors of the Southwest-
ern states. In that same State of the Union address, LaRouche
called for the imposition of an emergency trigger tariff on oil
imports, to protect the industry and the banking system.

They didn’t want to hear. In an April 2 press conference,
Vice President Bush said: “When it gets to damage your
national security interest or gets to throw a number of finan-
cial institutions into turmoil, that cuts the other way. . . . So
I think the only answer is market, but also the stability of the
marketplace.” As if it already hadn’t happened.

LaRouche insisted, in 1979, in the cited proposals of
1982, in his 1985 published Program for America—his cam-
paign platform for the 1988 presidential elections—in pro-
posals circulated before and after the Oct. 19, 1987 market
crash, such as “Keep the local banks functioning” of March
18, 1987, and “Summary of federal loan measures to stabilize
state and local tax revenues” of Dec. 16, 1987, that what was
first required was the recognition and admission that a crisis
does indeed exist.

Such a recognition would take the form of either a presi-
dential declaration of financial and economic emergency, or
emergency action by Congress, to mobilize supportfor what
would have to be done.

38 Feature

Banking and credit systems could be reorganized, reas-
serting the Constitution’s provisions on creation of money,
through a new issue of gold-backed Treasury notes, and end-
ing the Federal Reserve’s usurpation of the power of credit
issuance, through the so-called Keynesian multiplier. Such
gold-backed new credit would be issued through the banking
system, atadministrative 1-2%jinterest charge only, to priori-
tized borrowers in industry, farming, and in provision of
basic infrastructure. Such credits would be intended to shift
employment back toward prod:uction, and to permit the pro-
duction of useful wealth, through high-technology, energy-
and capital-intensive job-creatjon programs. Productive em-
ployment would be doubled in a five-year period, thereby
also—providing transportation, energy, and water manage-
ment bottlenecks were addressed—doubling output.

What’s the objective? First, to end the economic depres-
sion by organizing a real recovery in employment, and pro-
duction of useful goods and seivices, such as education and
health. That way, the financial §ystem can be rebuilt, deposits
don’t have to be wiped out, pensions can be protected, gov-
ernment revenues expanded. Anything else won’t work. And
it hasn’t.

Deregulation made the crisis worse

What did those who opposed LaRouche in 1979, in 1982,
in 1986 do instead? They insisted that the crisis could be
solved by deregulating the financial system, deregulating the
economy, and, as the crisis has deepened since 1979, they
have insisted that more deregulation was what was required.

They took a banking system which was bankrupt by
1978, bankrupted the whole economy by 1981-82, and built
up the biggest bubble of usury and speculation that has ever
been seen in human history.

That’s right. It started under Carter. It continued under
Reagan. Reagan, the President of the “magic of the market-
place” and “free enterprise,” the opponent of big govern-
ment, had exactly the same policy as Jimmy Carter on these
questions. It has continued down to the present day.

Benchmarks include the April 1, 1980 passage into law
of the Reuss-Proxmire Omnibus Banking Act. Among other
features, the bill empowered Volcker’s Federal Reserve to
change bank reserve requirements as it saw fit, waived state
anti-usury laws, repealed Regulation Q, which protected the
borrowing and lending of S&Ls, and preempted state usury
laws as they applied to mortgage finance.

Who supported this? Here’s what David Rockefeller had
to say in a speech to the June 1980 conference of the New
York State Bankers’ Association:

“In recent months, I have detected a new, more construc-
tive attitude among a number of government officials. On the
one hand, I see a new awakening to the value of letting the
marketplace dictate the servicas we offer and the prices we
charge. On the other hand, I see a new realization of the
pitfalls of applying excessive controls and artificial ceilings
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on banking markets. . . . I would like to point to several
encouraging signs. One was the decision of the Congress two
months ago to phase out Regulation Q over a six-year period.
In 1933, Regulation Q ceilings were imposed on bankers to
ensure the safety and soundness of the financial system dur-
ing the difficult days of the Depression. Today, these ceilings
have outlived their usefulness and only serve to deprive con-
sumers of what they could and should rightfully earn on thrift
and savings deposits. Another positive sign, part of the same
1980 legislation, was the federal preemption of state usury
ceilings on residential mortgage loans.”

And what happened? Within a year the chairman of the
Federal Home Loan Bank Board, one of the agencies which
regulated S&Ls, was before the House Banking Committee,
reporting that 80% of the 4,700 S&Ls were operating at a
loss, and that one-third were bankrupt. EIR reported in its
issue of July 28, 1981 that the FHLBB chairman had told
Congress, in order to avoid the costs of a bailout, “Wipe out
unnecessary bank regulation.” He was testifying on behalf
of the Thrift Institution Restructuring Act of 1981. A spokes-
man for the Treasury Department told EIR, “The whole pur-
pose of this act is to allow the S&Ls to get out of the unprofit-
able business of home lending.”

On Sept. 5, 1980, Comptroller of the Currency John
Heiman testified before the House Banking Committee’s sub-
committee on financial institutions. He called for an end
to interstate banking regulation, and “relief from the legal
constraints that artificially confine the expansion of U.S.
institutions’ full service banking operations to a single state.

. . Congress should begin lifting the barriers to interstate
expansion of domestic institutions.”

The same month, the Carter administration leaked a pre-
view of a report on the nation’s banks prepared by Domestic
Policy Adviser Stu Eizenstadt. It called for the modification
of the standing Douglas Amendment to the McFadden Act
to permit interstate banking. Carter’s Treasury Department
representatives spoke candidly about how this would be
achieved: “We’ll chip away at it. Little by little it will become
irrelevant, and one day someone will say, ‘Hey, by the way,
we still have McFadden here,’ and we’ll take the corpse and
sweep it under the rug. The way McFadden and Douglas are
written, there are too many ways to get round them. They
are all loopholes and no cheese.”

That day came on June 27, 1983, when Walter Wriston,
chairman of Citicorp, testifed before the Senate Banking
Committee. There is “a certain irony,” he said, “with respect
to a moratorium on so-called non-banks acquiring or becom-
ing banks. That horse is long since out of the barn. . . . The
combination of interstate banks and S&Ls offers a crystal
clear picture of the effectiveness of our present ban on inter-
state banking. . . . The dam has already broken and it is too
late to hold back the waters.”

October and November of 1980, just before and after the
presidential election, the Federal Reserve, acting through its
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Depository Institutions Deregulation Committee, phased out
anti-usury regulations, permitted commercial banks to oper-
ate reserve-free International Banking Facilities, and began
to phase out restrictions on interstate bank lending. Never
mind the damage that had been done, and was yet to be done
by Congress. This was Volcker’s Fed by fiat.

Policies wiped out the S&Ls

Under the free enterprise President, the Garn-St Germain
bank bills were rammed through the House and Senate in
September 1982, becoming law on Oct. 12. They permitted
any institution to buy any failing institution, and permitted
S&Ls to undertake money-market operations. They were
supported by Treasury Secretary Donald Regan, one-time
chairman of Merrill Lynch, in pretty much the same terms
that Carter administration officials had employed during the
years before. He told Congress on April 28, 1981:

“The administration and Congress share the responsibili-
ty to resist the parochial interests of some institutions
[S&Ls—ed.]. We must place greater reliance on market forc-
es to determine the character and structure of our financial
system. It is a desirable objective to all institutions on an
equal competitive basis. At some point all institutions must
have the same powers to perform the same types of business.”

Walter Wriston was quite frank about why he found these
objectives “desirable.” He told the September 1982 issue
of Fortune magazine, “Willie Sutton said he robbed banks
because that was where the money was. I see that $1.2 trillion
out there, and I don’t see any number that looks like that
anywhere else.”

The $1.2 trillion was the deposit base of the S&Ls. De-
regulation was designed precisely so that Walter Wristonand
company could stave off the bankruptcy of the commercial
banks that they had wrecked by employing the methods of
Willie Sutton.

On July 19, 1983, Donald Regan told the New York
Times, “1 think a lot of these worries are overblown that the