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British puppets 
prepare Armageddon 

Forget their pious intonations about "liberating Cam
bodia" or "punishing Vietnam": both the Carter Ad
ministration and the Chinese invaders of Vietnam are 
marching to the tune of London's "arc of crisis" 
scenario to inflame the entire southern border.of the 
Soviet Union. As we predicted last week, the world is 
heading rapidly toward a Cuban Missile Crisis-style 
showdown in which London and the Carter Administra
tion believe - wrongly in our view - that they can 
force the Soviet Union to back down in the face of ex
traordinary Anglo-Sino-Anglo-American provocations. 
In our INTERNATIONAL section this week: how the 
Soviet Union views China's invasion as part of a 
broader international deployment against them, Soviet 
attacks on Britain and the Carter Administration for en
couraging the invasion, outrage in India, which ex
perienced an invasion by China in 1962, but a strangely 
muted response in Europe. Plus: Harold Brown opens a 
dangerous "second front" against the USSR in the Mid
dle East, and the battlefield analysis you haven't read 
anywhere else: the strategic considerations impelling the 
Soviets toward a nuclear counterforce strike against 
China. page 8 
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Missile Crisis-style 
"Excom" takes charge 

of Carter 

As in the opening days of the Cuban 
Missile Crisis in 1962, Carter Ad
ministration policy - and the hap
less President himself - is being dic
tated by a self-constituted crisis 
management team determined to 
force a confrontation. In our U.S. 
REPORT: who's in it, and a review 
of their pro-British and geopoliti
cians' pedigrees. Together with evi
dence that the State Department has 
been deployed for a confrontation 
for more than a month, a strategic 
analysis of the Administration's 
newly adopted "counterforce" doc
trine, and a look at the domestic op
position to the Carter policy. Plus: 
regular new coverage of the Labor 
Movement. page 19 

Banking confab 
turns into fight 

When the London Financial Times 
organized last week's seminar in 
Frankfurt to promote the interests 
of the International Monetary Fund 
vis-a-vis the new European Mone
tary System; it apparently had no 
idea of the donnybrook it was get
ting into. Our man was there, and 
reports on the IMF vs. the EMF 
fight that forced the meeting's pre
mature adjournment. Plus, in ECO
NOMICS, a preview of the banking 
world's hottest story: the attempted 
British takeover of several leading 
U.S. banks. page 31 
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Ch i na swi ndle? 

Is there anything to the touted pros
pect s  for trade with China fol
lowi ng U .S .  normalization? Not 
m uch, was the business consensus at 
a high-level management seminar 
last week , held before the Chinese 
invasion of V ietnam.  Our report, in 
ECONOM ICS,  reviews such topics 
as the rea l  anticipated o utput ·of 
China's oi l  fields, the expense and 
difficu lty of securing a Chinese or
der, and China's uncertain domes
tic pol i tical out look , and raises the 
quest ion :  i s  the trade talk a hype to 
cover the Carter Administration's 
playi ng of the "China card" against 
the U SSR? page 41 

COMING NEXT WEEK 

The fu ll story behind the possibi l ity 
of a repeat of the 1 973-74 "oil shor
tage" hoax; and the Vat ican's world 
diplom acy . Coming in future is
sues : a new method of measuring 
econom ic growth, a report on the re
surgence of Otto vo n Hapsburg in 
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Behind Camp David: 

Britain's 'bust OPEC' caper 
I n  case Bri ta in 's  surrogate, Vice
Premier Teng H siao-ping, does not 
trigger World War II I  through the 
invasion of Vietnam, London has 
prepared several additional incen
tives for general thermonuclear war. 
Among these is the project sche
duled to be negotiated at the current 
Camp David meeting: the assign
ment of the Egyptian A rmy to con
quer Libya by A1arch 1979. 

The projected Egyptian invasion 
of  Libya is coordinate with the 
British orchestrat io n of the destab
i l ization of I ran .  Both these, and the 
Queen 's  recent visit to Saudi Arabia, 
are part of the "bust OPEC" project 
pub licly embraced by such U . S .  
figures a s  Senator Jake Javits and 
ex-Senator Wi l l iam Fulbright 's for
mer protege Senator Frank Church . 
This is also the policy adopted by 
James R .  Schlesinger and by Henry 
A .  K issinger. 

Agai nst  this backgro und ,  it 
should not be d ifficult to under
stand why the I sraeli intell igence 
service should have ordered its pup
pet, Ayatol lah K homeini ,  to em
brace the PLO's Yasser Arafat,  and 
to cut off Iran ian oil shipments to 
Israel . 

The Brit ish strategy 
The element of desperation in the 
current British pol icy is  prompted 
by the successful institutional iza
tion of the European Monetary 
System . I f  the combined East-West, 
N orth-South economic  develop
ment cooperation develops, Britain 
would face the same kind of threat i t  
faced at  the hands o f  France's  
Hanotaux and Russia 's  Count Witte 
at the  t ime  of U. S .  Pres i den t  
Will iam McKinley' s election on  an 
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anti-British election campaign plat
form . The emergence of  a proindus
trial ization entente of  economic 
cooperation across the Eurasian 
continent ,  to the Pacific shores of 
Japan, means an end to the kind of 
monetary domination of most of the 
world which London has enjoyed 
for approximately two centuries . 

That was the "danger" which 
prompted Lord A l fred M i lner' s 
group to plot World War I during 
their 1 902 sess ions; that is the imme
diate motive for British desperation 
at th is moment .  That was the motive 
for putting Adolf Hitler into power 
in 1 93 3  - to block General von 
Schleicher' s plan to revive Rapallo . 
The Br i t i sh view the European 
M onetary System as the same issue 
for today . 

I t is not the role of Brita in 's  
I sraeli puppet in the M iddle East 
that pushes the world to the brin k of 
general war.  I t  is not simply the 
Pek i ng p uppet reg ime ' s  m ass ive 
genocide in Cambodia that triggers 
such a danger . I t  is not the British
Israeli- K issinger-Brzezinski  destab� 
i l izatio n of I ran which threatens 
such a war .  The danger of  war arises 
from the fact that a l l  these and 
related developments occur in the 
c o n t e x t  o f  d e v e l o p m e n t  o f  a 
London-Washington-Jerusalem- Pe
k ing  ax i s -power comb ina t i on ,  a 
c o m b i n a t i o n  o f  a x i s  p o w e r s  
profoundly ded icated to a new im
p l e m e n t a t i o n  o f  B r i t a i n ' s  
geopol it ical poli cy. 

A new dark ages 
I am saddened that the PLO's  
Yasser Arafat should have shown 
hi msel f so manipulable as to be 
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duped by the "anti- I srael" postur
ing of I sraeli Mossad agent Aya
tol lah K homein i .  Yet I have per
sonal compassion for the numerous 
A rabs and others who are duped in 
that way. They do not yet under
stand the A BCs of British intell i
gence methods of "deception war
fare. " 

I know that i f  the PLO leader
sh ip , the Libyan government and 
others can be duped for a brief 
period into the delusion that Kho
meini  is an " I slamic patriot" that 
this del usion will provide the Brit
ish and I sraelis a political maneuver
ing room required for the destruc
tion of the entire Arab world . If the 
Saudi leadership is also duped, then 
the British plot to cut off Saudi, l ike 
Iranian , oi l  supplies wi l l  probably 
succeed . The p lan ned Egyptian 
M arch conquest  of Libya wil l suc
ceed.  An Egyptian (Coptic)-domi
nated "New Persian Empire" -
from A fghanistan to Morocco -
will  share the Middle East with a 
Greater I srael al ly and master of 
Egyptian mi l i tary forces . 

The axis powers' concentration 
on the Middle East for wars and 
destabil izations is di rected not so 
much against the Soviet Union as 
agai nst con ti nental Western Europe 
an d Japan , and al so against the 
devel op ing sector nat ions dependent 
on M i ddle East petro leum.  

I f  thi s  pol icy were to succeed, the 
European and Japanese economies 
would be wrecked , and the develop
ing na t ions  wou ld  be genera l ly  
plunged into genocidal famine, epi
demics, and regional warfare -
accomplishing thus the mass geno-

Th i s  Week 5 



cidal policies proposed by the Club 
of  Rome. 

The effect of  such an operation 
would be to plunge most of the 
world into a genocidal "New Dark 
Age" - a kind of depopulated 
world fo recast in H . G .  Wel ls's 
futurologist The Time Machine or a 
k in d of  n ightmare forecast by 

Aldous H uxley, George Orwel l ,  and 
o ther leading apostles of the Bert
rand Russel l faction .  The obvious is 
intentional. 

To al ly with or to tolerate the 
British in any enterprise is a far 
worse crime against humanity than 
to have supported Ado lf H i tler .  

- Lyndon H. LaRouche, Jr.  

Oi l hoaxsters lure OPEC 
i nto pr i ce-r i se tacti cs  

A statement from OPEC's Vienna 
headquarters on the t hreats of a 
world oi l  crisis has warned that 
"speculative traders are taking ad
vantage of the situat ion ."  A number 
of  OPEC's members, however, are 
di splaying their dissatisfaction with 
the huge scale of  speCUlation by the 
oi l  companies and traders by them
s e l v e s  i m p o s i n g  re t a l i a t o r y  
premiums o n  thei r o i l .  

Now there i s  ta lk of a new price
setting meeting on M arch 26 that 
would boost OPEC's o fficial  p ri ce 
stil l h igher, in further retal iation 
against the speculators . If such a 
m ove comes off, the Brit ish-led oil  
hoaxsters wil l  have succeeded in 
taunting OPEC into jo in ing in  their 
contrived oi l  cris is - with results 
that could q uick ly devastate both 
the U .S .  and European economies . 
Aimed most immediately at the new 
European Monetary System and 
associ ated plans to divert bi l l ions in  
Eu ro- and petrodol lars out  of the 
Ci ty of London's control and into 
global development projects, the 
Bri ti sh strategy wil l  also destroy 
OPEC itself. 

To date, Saudi Arabia, Iraq, 
K uwait, Abu Dhabi , Qatar and 
most recently Libya have imposed 
premiums - additional costs - of 
various values on all o r  portions of 
thei r crude oil product ion . Last 
week Abu Dhabi and Qatar, two 
Persian Gulf producers, annou nced 
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a jo in t  deci si on to attach a 7 percent 
prem ium,  the highest thus far an
nounced within OPEC, to thei r 
h igh-demand l ight crude, on top of 
the 1 4 .S percent OPEC price h ike 
for 1979. This  means that the 1 .9 
m il l i on barrels a day (mbd) th at 
these two countries prod uce wi l l  
now sel l for over $ IS .00 a barrel , 
and· over $ 1 6 .00 at the end of the 
year. At  presen t the OPEC official 
posted price for crude fol lowing the 
Jan . I i ncrease i s $ 1 3 .34 a barre1 , but 
because of a combination of indivi
dual price h ikes plus an inflated spot 
m arket, a s izeable percentage of 
O PEC's  petroleum i s  sel l i ng for far 
more. 

M ana Saeed Oteiba,  the Oil 
Mi n i s t e r  fr o m  A b u  D h a b i ,  
castigated the oi l  companies for 
speculating with OPEC crude, and 
shortly thereafter announced the 7 
percent premium to reprimand the 
speculators, whose biggest market 
has been in the l ight crude category .  
A few days later Libya announced a 
S percent premium on  its 2 mbd 
production ,  adding another dol lar 
to  i ts posted price. 

Who a re the speculators? 
The current pricing bubble in the o i l  
m arkets began wi th  the  shutdown of  
Iran's 4 to S mbd exports i n  late 
December . Shortly thereafter under 
tight market conditions producers 
of North Sea crude began to bid up 
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p r i ces  o n  t h e  s p o t  m a r k e t .  
N umerous press sources and public 
officials, including the head of the 
I nternational Energy Agency, have 
named the Anglo-Dutch-run Royal 
Dutch Shel l  and London's British 
Petroleum as the i nstigators of the 
speculative spiral , and have noted 
that for al l  their cries of shortage, 
t hese and al l ied companies are. sit
t i n g  on b i l l i o n s  of ba rrel s o f  
s t o c k p i l e d  o i l . Pe t r o l e u m  In
tel l igence Weekly of Feb . 19, reports 
that European sources are accusing 
S h e l l  a n d  E s s o  o f  s t a r t i ng a 
speCUlative run on the Rotterdam 
petro leum prod ucts spot market, in 
some instances doubl ing the cost of 
spot heating o i l  in the European 
markets . 

Both the o i l  companies and 
governments of  oi l  consuming coun
t ries are charging the big petroleum 
t radi ng houses with rigging the 
skyrocketing spot trade prices . The 
French newspaper Les· Echos and 
L"Expresse th i s  week c i ted the 
trad ing firm Ph i l ippes Brothers as 
havi ng cornered the heating fuel 
market in Rotterdam and dri ven up 
the price of spot crude cargoes to 
over $18.00 a barrel .  Phil ippes is  af
fi l i ated with the raw mateJ' la l s  
tradi ng firm Engelhard, which is 

. .  controlled by South African dia-. 
m o n d  m ag n a te  Harry O ppen 
heimer. Engelhard i s  in turn asso
ciated wi th Royal Dutch Shell an d 
its si ster company British Petro
leum through the Lord Cowdrey
Lazard Freres financia l  in terests .. 

Playing on OPEC m i l itancy 
Presently many of the price hawks 
within OPEC - notably Algeria 
with discreet backing from Kuwait 
- are pushing for an additional 
across-the-board OPEC price hike 
of  IS percerit . At the same time, 
many of these producing nations are 
feeding. the spot market pricing bub
ble by auction ing their crude at 
prices nearing $ 20.00 a barrel, in or
der to make quick profits while the 
markets are tight. 

So far only an unofficial "con-
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sultative" OPEC meeting has been 
organized for March 26 to discuss 
the market si tuation .  The New York 
Times reports that,  i f  the current  
pattern continues, a decision may be 
taken in M arch to hold a price set
ting meeting in response to the 
Anglo-Dutch speculative' gambit .  
But officials in  both Venezuela and 
Nigeria have openly attacked moves 
to, get a new OPEC price hike, 
reflecting the Saudi position .  

The Saudis ,  however, are them
selves under heavy pressure to bend 
to the oi l  crisis scenario .  Saudi 
Arabia is  being threatened with the 
"Iran treatment" - rumors  o f  
terrorists in  the o i l  fields ,  "Islamic 
fundamentalist" unrest spreading 
from Iran , and so forth - in terms 
that reveal hopes that an Iran-style 
cutback of oil production can be im
p o sed  on t h e  S a u d i s ,  t o o .  

S i m u l t a n e o u s l y ,  U . S .  Defen se  
Secretary Harold Brown, the Queen 
o f  En g l a n d ,  a n d  o t h e rs a r e  
p ressuring the Saudis to jo in  the 
Camp David axis agai nst the rest of 
the Arab states, thus ma-king the 
threats of  terror in the oi l  fields al l  
the more rea l .  

Should OPEC be lured in to  a 
new price hike ,  the effects on the 
worl d  economy will be d isastrous, as 
is obv ious  from the p lans  for 
rationing, cutbacks , and  shutdowns 
e ager l y  b eing m a d e  p u bl ic b y  
Energy Secretary Schlesinger and 
o thers. The cartel would do far bet
ter to begin singling out the CUlpri ts 
who are using OPEC crude as an in
strument of economic war. O PEC 
would assuredly fin d  plentiful a l lies 
am ong the oi l -consuming nations if 
it adopted such a s trategy.  

- Judith Wyer 

lopez delivers shock 
of reality to Ca rter 

Reports in the U .S .  press thi s  week 
that President Carter' s visit  to Mex
ico was a "fiasco" are very mislead
ing .  From the U .S.'s standpoint ,  it 
would be more accurate to say that 
the visit was a fiasco for the pol icies 
of co n fr o n t a t i o n  p ro m o ted by  
N ational Security Advisor Zbig
niew Brzezinski and Energy Secre
tary James Sch lesinger , but a suc
cess for those forces in the U . S .  
com mitted t o  progress a n d  indus
tr ia l development . 

Thi s can be clearly seen from the 
final communique issued at the 
conclusion of the three-day visit (un
der the ins istence of the Mexican 
government) which emphasizes the 
need to estab lish a "new interna
t i o n a l  sys te m "  to i n s ure  t h a t  
r es o u rc es a r e  u se d  "fo r t h e  
economic and social development of  
a nation's popu lation" and  to  "en
courage the industria lization" of the 
Thi rd World . 

Feb. 27-March 5, 1979 

This clear invitation for the U . S .  
to j o i n  i n  the development of  the 
Third World - a potential m arket 
of hundreds of bil l ions of do llars for 
U . S. industry - was coupled with 
the firm rejection of Brzezinsk i  and 
Schlesinger's efforts to secure Mex
ico 's  enormous oi l  resources as a 
"strategic reserve for war." Mexican 
President Jose Lopez Port i l lo was 
ada m a n t  tha t  energy quest ion s  
could on ly  be  negotiated within the 
context of  a "new world order of 
p r o d u c t i o n , d i s t r i bu t i o n a n d  
consumption o f  energy resources" 
based on the h igher i nterest of 
humanity and not on deformations 
or bi lateral demand ." And on  o ther 
key issues, such as the construct ion 
of a gas pipeline to the U . S .  and the 
immigration of unemployed Mex
ican workers to the U . S . ,  the Mex
ican President was equally insistent 
that they could not be solved in an 
isolated way but  only within the 
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context of  a global outlook .  
This effort to deliver a strong 

shock of  reality to the bungling Car
ter A dministration was made very 
explicit by the Mexican govern
ment. Before Carter' s arrival ,  Presi 
den t  Lopez Portil lo  had conveyed 
his nation 's  preoccupation with the 
current trend in  U . S .  foreign policy 
during a press conference at  which 
he warned that further U .S .  errors in 
i n ternat iona l  po l i t ics  wo u ld  be 
"mad ness or violence." Foreign 
Minister Santiago Roel had driven 
the point  home one day later when 
he denounced the "paranoid mysti
cism" and "territorial ambitions" 
from which certain "other coun
t ries" suffer . Roel had concluded his 
remarks with a direct message to the 
American people:  " I  think the best 
thing you can do is wake up." 

But  the Carter A dministration 
has shown no  signs of waking up.  
Before even leaving Mexico, Carter 
and his officials made i t  clear that 
they would continue threatening 
Mexico with sealing the border - a 
move which would undermine M ex
ico's industrialization effor ts and 
cou ld potential ly foment social tur
m oi l .  In the final  communique, 
President Carter insi sted on incl ud
i ng a paragraph announcing the 
intention to enforce his proposed 
legis lation against " i l legal al iens." 
To carry this out, Carter announced 
the  crea t i o n  of a b l ue r i b b o n  
commission on  immigration - a 
p roposal made by Senator Edward 
Kennedy - which wi l l  be chaired by 
former governor of Florida, Reuben 
A skew.  

A more blatant indication of the 
course that U . S .  policy towards 
Mexico will take in the months 
ahead was provided by columnist 
J ames Res ton ,  Secretary of State 
V ance's m an at the New York Times 
who , perturbed by M exico's  insis
tence that the U . S .  adopt a positive 
role in world affa irs, called for the 
U . S . to "shout out against this free 
and easy advice from abroad abo ut 
what the U .S .  should do in the 
world." 

This  Week 7 



British puppets 
prepare Armageddon 

At dawn on Feb. 1 7 ,  the entire world entered a new 

strategic geometry whose end point is full-scale ther

monuclear war between the United States of America 

and the Union of Soviet Socialist Republics. As the 

morning sun rose on that day last week, the armed 

forces of the People's Republic of China crossed the 

northern border of the Socialist Republic of Vietnam in 

what has since shown itself to be a massive full-scale in

vasion of that nation. From that point on, despite the 

wave of disinformation flowing from Peking and from 

Western sources characterizing this incredible adventure 

as "lim ited in time and space," the only rdevant issue 

before the world is whether the Soviet Union will inter

vene in support of its Vietnamese allies and whether the 

U.S. in turn will act in support of its newfound "allies" 

in Peking. 

The illusions of the State Department and the 

National Security Council to the contrary, the Chinese 

invasion can only result in a complete defeat of the 

Chinese and the total determination of Vietnam and the 

Soviet Union to ensure that outcome. As our accom

panying strategic assessment details, the Soviets and 

Vietnamese will not commit the Truman mistake of the 
Korean War and hold their MacArthurs back from the 

military necessity of striking at the staging areas of the 

Chinese troops behind the border. The use of Soviet tac

tical nuclear weapons is not unlikely, including 

preemptive destruction of the 30-40 Chinese Inter

mediate Range Ballistic Missile (IRBM) sites scattered 
in the border areas of Sin kiang, Inner Mongolia, 

Manchuria and Northern Tibet. 
Confronted by the hostile and war-seeking encircle

ment represented by the active alliance of Peking with 

Washington and London, the Soviet response to that 

threat is best indicated by the consistent Soviet reference 

to the present situation as a replay of the Nazi invasion 

of Poland, with China playing the role of the Nazis and 

the British playing the same role as they did then in 
urging the Nazis to "go East." Should the West choose 

to act again as Chamberlain did at Munich, and in par

ticular should Western Europe and Japan choose to 

capitulate to Anglo-American pressure, then Moscow 

will have virtually no political room in which to con

tinue a war-avoidance course. 

As we go to press on Feb. 23 ,  the battlefield situation 
in Vietnam is rapidly developing into a major engage
ment of Chinese and Vietnamese forces at several key 
points, with Chinese forces regrouping and being rein
forced for a major drive into Vietnam. The main 
Chinese assaults are focussed at Lang Son, the provin
cial capital which sits astride the route through 
Friendship Pass from China into Vietnam; at Mong 
Kai, the town along the coastal plain of the Tonkin 
Gulf; and at Cao Bang, another provincial capital west 
of Lang Son and some 18 miles deep into Vietnam. The 
Chinese are suffering heavy casualties with Radio Hanoi 
reporting 20,000 Chinese killed or wounded, 1 50 ar
mored vehicles destroyed, and 1 4  Chinese battalions put 
out of action. The Chinese casualty level retlects the use 
of the semi-"human wave" tactics of the Korean War 
era, utilizing the Chinese manpower advantage to com
pensate for the vast technological and command 
superiority of the Vietnamese Army. So far the main 
divisions of the Vietnamese Army have not been heavily 
deployed; local and regional forces are sti II taking the 
brunt of the Chinese attack. 

The battlefield situation i$ complemented by the open 

signals of Soviet readiness to intervene militarily should 

the Vietnamese require their assistance. A reinforced 

Soviet naval squadron is now in the Gulf of Tonkin. The 
latest addition is a heavy Soviet cruiser, the "Admiral 

Senyavin," whose weaponry includes nuclear warheads. 
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� nations which have friendship tr!:!atles with the Soviet Union 

_ the territory of the People 5 Rep'Jbllc of China 

How the Vietnam-China war will go nuclear 
See article page 16. 

Un board the cruiser, the largest in the Soviet fleet ac

cording to Japanese sources, is the commander of the 

Soviet Pacific Fleet who has also command of all Soviet 
forces in the Eastern region. Japanese sources 

simultaneously report that Soviet forces have been 

mobilized along the Chinese border, in Sinkiang in the 

west, in Manchuria in the north, and in Mongolia, with 

accompanying troop movements. This follows earlier 

reports coming from Soviet journalist Victor Louis, 

known to be a Soviet "leak," that their forces have been 

placed on "No. I alert status" and all leaves cancelled 

for SovIet forces. The latest news includes reports that 

four Soviet air transports, presumably carrying materiel 

supplies, are on their way to Vietnam. 

The latest Chinese escalation, a bombing raid on 

Soviet supply depots near Haiphong harbor, may make 

open Sino-Soviet conllict imminent. Soviet sources in

dicate that if a bombing raid should strike a Soviet ship 

in the harbor the response will be "all hell breaks loose." 

The airstrike of the Chinese at the least indicates that the 

major battle is now to be joined and within 24-48 hours 

the entire military situation will undergo a dramatic 
shift, probably in the form of a Vietnamese coun
terthrust. 

Why have the Chinese 
done this? 
The question that obviously presents itself is why have 

the Chinese risked the destruction of their country in 

this risky adventure in Vietnam? While there are internal 

Chinese dimensions to this, and regional considerations, 

the only real answer that fits the facts is that China is act

ing as part of Zbigniew Brzezinski's global "Arc of 

Crisis." The Chinese in this situation are the trigger on a 

global confrontation that promises to wipe out the last 

vestiges of detente. 

The geopolitics of the Chinese invasion rest in the 

determination of the strategic pla nners of Washington 

and London who calculated that they could set Peking 

into motion in a "Pacific War" march that would lead 
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to  a Sin o-Soviet war, which , accompanied by the 
destabi lization of  the M iddle East ( I ran , Persian G ulf, 
etc . ) ,  would totally wipe out the last bastions  of  pol it ical 
forces worki ng for a North-South developmen t  and 
East-West cooperation based so lution to the world 
monetary an d economic crisis .  

Two parallel processes have been underway si nce the 
spring of 1 978 (themselves products of  a longer process) :  
one is the above war avoidance-economic development 
course which was em bodied in  the Euro-Japanese 
al l iance to create the European Monetary System as the 
axis of a new world monetary system , which had its im
mediate springpoint in  the M ay 1 978 visit  of Soviet 
President Brezhnev to Bonn an d the conclusion of a 25-
year econ om ic pact with West German Chancel lor 
Schmidt .  The second process is  that of the "China 
card," or its fl ip-side variant the American card , which 
escalated into high profile with the visit in April 1 978 of 
British Chief of Staff Neil Cameron to China where he 
so bl at antly pointed north and p roclaimed to his 
Chinese hosts that there lay their "common enemy." 
N ational Security Advisor Brzezinski  made his famous 
visit in M ay ,  proclaiming equally fervent ly the desire to 
join forces against the " R ussian bear" and openi ng up 
the negotiations which culminated in the December nor
malization annou ncement and the January visit of Vice 
Premier Teng Hsiao-ping to the U . S .  

The Soviets ,  a s  the accompanying spread o f  thei r  of
ficial statements in the last days makes ab undantly clear, 
are perfectly aware of the l in kage (to use a favorite 
Washington term) between the Teng visit and the 
Chinese invasio n .  Even if Teng had not  so open ly 
proclaimed while in the USA his intention to "punish 
the Vietnamese" an d "teach them a lesson" for their 
overthrow of Pek ing's murderous cl ients in  K ampuchea, 
i t  is obvious that U .S .-Chinese col lusion is on the 
highest level .  Teng sought and gained some form of U . S .  
assurances o f  support against the Soviet U nion ,  a n d  the 
word in well info rmed ci rcles is th at , de facto, a U .S .  
nuclear  umbrel la now extends over Chi na .  Brzezinski 
and London (British I ndustries M inister Varley i s  a t  this  
moment on his way to Peking to final ize Brit ish delivery 
of H arrier war j ets  .and other mi l i tary equipment) have 
guided the Chinese careful ly to this point  with their ex
pressed read iness to move the West into confrontation 
rather than "appeasement" of the "Soviet menace ." 

At the point when the Carter Admin istratio n s tood by 
silently and approvingly whi le Teng proclaimed that  a 
"united fro nt against the polar bear" was bei ng formed ,  
the  d i e  was cast .  The response of the  A dmin is tration ,  ex
pressed by State Deoartment spokesman Hodding Car
ter III and by the Presiden t  in his Georgia Tech speech , 
open ly excused the Chinese aggression as a response to 
the "V ietnamese invasion of K ampuchea ." 

The "l in kage" form ula of "Vietnamese withdrawal 
from K ampuchea" an d "Chinese withdrawal from Viet
nam" does not conceal in the sl ightest the active pro
Peki ng policy of Washington .  Lin kage does indeed exist 
in that the Vietn amese action in  support of the Kam
puchean rebels who overthrew the Pol Pot genocide 
regi me was based in part on a clear Vietnamese percep
tion that they were faced with a Chinese two-front 
assault aimed at the des truction of Vietnam , a powerful 
nation th at st ands in the way of Chi nese domi nati on and 
control of  the entire Southeast Asian region .  

The Pol Pot regime, with its 20,000 Chinese "ad
visors, " was carryi ng out over at least a year and a half 
period an esca lating border war agai nst Vietnam, while 
exterm inating a major portion of  the K ampuchean 
populat ion itself. It is l ikely that the overthrow of the 
Pol Pot regime preceded by days or weeks a combined 
Chinese assault from both fronts and that the rapid fal l  
of  the Pol  Pot  regime forced Pek ing to attempt to move 
rap idly and precipitously to try to salvage its war plans 
agai nst Vietn am through the present invasio n. 

According to very wel l informed sources the Viet
namese had an ticipated in precise detai l  the'Ch inese at
tack including the expected invasion routes and points 
of maj or attack .  

The Vietn amese anticipatio n was sh ared by th e Soviet 
U nion not on ly in the immediate period,  but certa in ly as 
fa r back as the spring-summer of this past year the 
Soviet Union perceived that an al l i ance was bei ng struc
tured with Peking by the Anglo-Americans which 
th reatened to enci rcle the Soviet Un ion . Soviet efforts to 
preserve the st ruct ure of  detente, part icularly through 
cooperation with France and West Germany , were a 
d irect response to this  effort. 

The Teng leadersh ip in  China has been prompted to 
this acti on on the basis of two key factors: the intern al 
instabil ity of the regime and the belief that they could 
score a quick victory under U .S .  protection and that 
p laying their American card would result in  complete 
U . S . -Soviet con frontation ,  leaving China on the s ide .  

According to Japanese sources, Teng i s  in  extreme dif
ficulty ins ide China,  fac ing d omestic opposition on 
economic and pol itical fronts .  Recen t mass demonstra
ti on s and riots of youth in  Shanghai  are ind icative of 
this tension within Chin a .  The most reveal ing fact is that 
the Peking authori ties have ban ned al l  wall posters and 
public d iscussio n of the invasion, have reported almost 
noth ing of  the detai ls  of the even ts to thei r populat ion 
beyond the fi rst offici al statement, and done nothing to 
mobi l ize thei r population .  An interesting sign of unrest 
resu lted from the fi rst wa ll poster to appear si nce the in
vasion ,  a s ix page poster signed "A state employee" 
which co ndemned the invasio n stress ing that Ch ina had 
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isol ated itsel f from the i n tern ationa l  community .  
Crowds were reported gathered arou nd the poster . 

Teng's persona l future now rests on  the success of the 
invas ion and the America card policy. The fa i l ure of 
these ven tures may mean his immed iate downfall  at the 
hands of opponen ts wi th in  lead ing Chi nese ci rcles. The 
Teng ro le shows itse l f  even in  the command  structure of 
the Chi nese forces . Agence France Presse reports  that 
overa l l  comman d i s  i n  t he hands of Hsu Shih-yu, the 

comma nder of  the Canton mi l i tary region,  a top Peo
ple's Liberation Army commander and a close pol itical 
al ly who protected Teng when he was out of power. The 
dep uty commander i s  General Yang Teh-chih, head of 
the K unming M i l i tary Region and a K orean War 
veteran ,  also close to Teng . As if to demonstrate the 
na ture of the Teng connection ,  late reports are that Teng 
h imself is at the scene of the fighting .  

- Daniel Sneider 

Soviets wa rn: ha nd s off Vietna m 
A ccompanying their deliberate military preparations in the 
face of the Chinese invasion. the Soviet government has 
made clear - in both its official statement and in radio 
and press commentaries - that it will not permit the 
Chinese to gain their sought-after hegemony in Southeast 
Asia. and. more important. that it is fully cognizant of the 
combined London-Peking- Washington "arc of crisis" de
ployment along its entire southern border. Soviet action-· 
if' and when it comes - will be gauged from that strate

gic standpoint. 

Official Soviet 
government statement 

Ihe jill/OIl'ing are excerpts (If' a SOI'iet government state
lIIent hmadcast Feh. /8 on Radio Moscow: 

On Feb .  17, the armed forces of C hina invaded the terri
tory of the Social ist Republic of Vietnam. Peking' s 
aggress ion against socialist Vietnam comes as the d irect 
result of the policy of blackmail and pressure con
ducted by Chinese authori ties over a number of years, 
with regard to Southeast Asia in general and with re
gard to V ietnam in particular .  The Peking leaders de
clare open ly that they want to punish V ietnam, which 
pursues an independent policy and not  only refuses to 
assist China's expansion in  Southeast Asia,  but has be
come a serious obstac le to the implementat ion of  
Pek ing' s hegemonistic designs .  The top leadership of 
Chi na does not wish to reconcile i tself to the fact that 
the people of K ampuchea toppled the bloody regime of 
the Pol Pot hangmen and restored friendly relations 
with neighboring Vietnam . Using this as a pretext for 
aggression is a road which , as history has proved, leads 
the aggressor to an infamous and shamefu l  end . . . .  

The heroic V ietnamese people, who have become the 
victim of a new aggression ,  are able to stand up for 
themselves this time as they did before-all  the more so, 
because they have reliable friends .  The Soviet U nion wil l  
carry out the obl igatio ns assumed under the Treaty of  

Friendship and Cooperation between the USSR and the 
Socialist Republic of V ietn am . Those who shape 
Pek ing's pol icy must stop before it i s  too l ate. The 
Chinese people, l i ke other people, need peace, not  war. 
Responsibil ity for the consequences of Pek ing's con
t inuing aggression against the .social ist  Republic of 
Vietnam wil l  rest squarely with China's present leader
ship . The Soviet Union resolutely demands that the ag
gression be stopped and that ChiIiese troops be with
drawn from the territory of the Socialist RepUbl ic of 
Vietnam immediately . H ands Off socialist Vietnam ! 

Pravda: U.S. encouraged invasion 

In a Feh. 2() article. the Soviet Communist Party daily 
Pravda said that the Chinese invasion of Vietnam was en
couraged hy "American friends." The article excerpted 
he/oil' lI'as distrihuted in advance translation by the news 
agency TASS. The author's signature. Alexei Petrov. is a 
pseudonYIII that usual/y indicates high-level authorship. 

China had been preparing its aggression for a long t ime. 
The t iming of the incursion into Vietnam was de
termined by the posit ion taken by some Western powers 
and Japan .  During Teng Hsaio-ping's recent trip to 
Washington and Tokyo, he bluntly revealed plans to 
teach V ietnam a bloody lesson.  In talks with some of his 
American friends, Teng went even further and divulged 
detai ls  of these plans .  According to the New York 
Times, the U ni ted States was informed about China's 
forthcoming attack on  V ietnam . Official Washington 
sources reacted to Teng Hsaio-ping's probe the same 
way the U nited States i s  react ing to China's aggression 
now. Hence, the Chinese could conclude that the Ameri
cans would not stand in  their way, would go no further 
th an expressing regrets .  It could wel l be the case that 
Teng Hsiao-ping's A merican friends decided to be as 
frank  as Teng Hsiao-ping was himself. Some of them 
too would l ike to teach the V ietnamese a lesson and 
punish them for the shameful defeat the American mi l i-
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tary suffered in Vietnam.  Teng Hsi ao-ping declared in 
Washington that China was contemplating an armed at
tack on Vietnam . The United States declared that for its 
p art, it wished to see a strong China  and had nothing a
gai nst arms deliveries from the West .  The two sides 
reached the conclusion that their strategic interests and 
many of  their objectives coincide. 

In the context of China's treacherous aggression a
gainst the socialist country, American calls to al l  sides to 
show restrai nt look more than ambig uous, since this cal l  
should be directly addressed to China. The aggression 
has come from China .  That aggression is  a l esson to 
those who only yesterday tried to j ustify China's inter
verence in the affai rs of K ampuchea, and who shed tears 
over Pol Pot and other associates of the Chinese leader
ship.  The aggressor stands exposed . The Chinese adven
turers are acting now against Vietn am just as they did 
against India i n  1 962 when they captured part of her 
territory, which they still occupy. 

Rad io Moscow: China to plunge 
world into war 

Radio Moscow issued this statement on the Chinese il/l'a
siol1 of' Vietnam on the evening of'Feh. 19for hroadcast in
to North America. 

The Chinese action came shortly after Teng's  v isit to the 
United States .  It i s  not clear whether or not Teng in
formed the United States government of this mi litary ac
tion, b ut he announced in  public a punitive strike. The 
U nited States attitude seemed to be benevolent. The 
Chinese read into the U . S .  silence a carte blanche for 
China to do whatever it wants against Vietnam. But in 
these days you simply cannot invade another country 
and hope to get away with it, whatever motives that you 
put forward . 

As the Soviet government statement pointed out, 
any connivance with this act is connivance with the at
tempts by the Chinese leaders to plunge the world into a 
war. 

Radio Moscow scores Britain 

On Feh. 20 and 21. Radio MO,\'C(}l1' commen ted on China's 
invasion of' Vietnam and Great Britain's role in supporting 
it. This news service helieves these statements should he 
widely dist rihuted. 

Commentary by political observer Yevgenyi Babenko, 
Feb. 20: 
. . .  World publ ic opInIOn regards Pek ing's impudent 
aggress io n against independent socialist Vietnam as an 
open ch al lenge to the peoples and as a crude flouting of 
the fu ndamental principles of  i nternational law and the 
United N ations charter . Th is attack had not l eft ind if-

ferent a single honest person in the world .  
A sharply discordant note was struck against the 

b ackground of  world public protests against Pek ing's 
aggress ion by a Reuters report from London quoting 
official sources there as saying on Feb . 19 that in two 
days, after the start of the Chinese attack , Britain was 
sti ll ready, despite China's i nvasion of Vietnam , to sell 
advanced H arrier war planes to Pek ing. This statement 
was m ade immediately after British Secretary of  State 
for Industry Varley had left for a 14-day visit to China .  
Varley is to s ign what is "an important trade pact in the 
Chinese capita l ."  What can be said in this connection? 

Democratic circles, including Britain itsel f, re
peatedly warned about the great danger to the cause of 
universal peace stemming from the encouragement of 
Peking's mi l itaristic ambitions .  It was also said more 
than once what lessons should be drawn by some 
western figures from the M unich deal when Chamber
l ai n  and Daladier tried to channel the Nazi aggression in 
a direction advantageous to them . But the outcome is  
k nown to be quite different .  Can the lessons of history 
be forgotten so soon? And at what distance from the 
Brit ish I s les have the Chinese weapons to thunder so 
th at London could understand at last that putting 
modern weapons  i nto  the h ands  of  the Pek ing 
aggresso rs is an extremely dangerous th ing.  

Comment byVictor Victorov on Feb. 21: 
M il l ions of people everywhere have seen how irrespon
sibly Pek ing regards the destiny of  the worl d.  Peking is  
trying to turn countries of Southeast Asia into its 
dom ain . . .  

The Uni ted Socialist V ietn am became a serious ob
stacle on the path of the Chinese expansionist a ims.  I t  
refused to obey Pek ing's dictat . 

The Chinese aggression agai nst V ietnam was under
taken practically right after Mr .  Teng's visit to the Un
ited States . Washington knew that China was pre
paring to attack a neighboring country . . . .  The United 
States is co nn iving with the aggression di rectly or indi
rectly . . . .  

Yet not only the United States but Britain too is con
niving with the great power ambitions of Pek ing. I t  is 
nota bl e that at present when there is Chinese aggress ion 
agai nst V ietn am the British Secretary of State for In
dustry Er ic  Varley has gone to Pek ing to s ign an agree
ment fo r the sales to the Chi nese mi l i tari sts of a large 
consignment of Ha rr ier a i rcraft .  

. As shortsighted politicians in  NATO countries sup
ply arms to the Chinese leaders they purposely shut their 
eyes to the true goals of Peking's provocations .  And the 
Pek ing rulers have plans not only for the conquest of 
Southeast Asia .  Back in 1958, Chairman Mao Tse-t ung 
declared that in  a few years we are certain to build a 
la rge emp ire and wi l l  be ab le  to l and  in  Japan,  t he Phi
l ippi nes, and San Francisco . 
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Sta tem ents from Hanoi and Peking, 
Here are excerpts from the government oj'the People's 
Republic of China's explanation of its invasion of the 
Socialist Republic of Vietnam Feb. 17. 

I gn oring China's repeated warnings, the Vietnamese 
authori t ies have of late continually sent armed forces to 
encroach on Chinese territory and attack Chinese fron
tier guards an d i nh abitants, causing a rapid deteriora
ti on of the peace and seriously threatening the peace and 
secu ri ty of Ch i na's front iers . Driven beyond for
bearance, Chinese frontier troops have been forced to 
r ise in counterat tack . 

While recklessly p ushing an anti-Chinese pol icy, the 
Vietnamese have in the past two years carried out in
cessant armed provocations and hosti le activities in 
China's  border areas . Treasuring the friendship be
tween the Chinese and Vietnamese peoples and exer
c isi ng restraint and forbearance, the Chinese side has re
peatedly given advice and served warning to the Viet- ' 
namese authorities with a view to avoiding a worsening 
of  the situation . But the Vietnamese authorities, em
boldened by the support of the Soviet Union and m is
tak ing China's restraint and desire for peace as a sign of 
weakness , have become more and more unscrupulous 
and kept esca lati ng thei r armed incursions into China's 
border areas, 

They have concentrated massive armed forces a long 
the Si no-V ietn amese border and repeatedly encroached 
on China's mil itary terri to ry . They have flagrantly la id 
mines and bui l t  defense work s on Chinese territory. 
w i l l fu l ly opened up with rifles and guns to destroy 
Chinese vi l lages and ki l l  Chinese soldiers and civil ians, 
pl undered Chinese properties and attacked Chinese 
trains,  thus causing grave incidents of bloodshed . In the 
past six months alone, the Vietnamese h ave made armed 
provocations on more that 700 occasions and k i lled' or 
wounded more than 300 Chinese frontier guards,  . . .  

I t  is the consistent position of the Chinese govern
ment and people that we wil l  not attack unless we are at
tacked - "if we are attacked we wil l certainly counter
attack ." The Chinese frontier troops are fully justified to 
rise in counterattack when they are driven beyond for
bearance . , , . After counterattacking the Vietnamese ag
gressors as they deserve, the Chinese frontier troops will 
strickly keep to defending the border of their own coun
try . . . .  We bel ieve this Chinese position wil l  enjoy the 
sympathy and support of all the countries and people 
who love peace a nd upho ld j ustice , . , . 

Vietnam's statement 

Followillg are excerpts oj' a statement the U.S. govern
ment monitored and t ranslated from Radio Hanoi. 

China has launched an aggressive war all along the bor
der of our country . Early in  the morning of Feb. 17 the 
Ch inese powerholders mobi lized a l arge armed force 
composed of infantry, artillery and armored forces to 
launch an aggressive offensive on  our territory all alon� 
the frontier from Phong Thos and Lai Chau to Mong 
Cai town in Quang Ninh Province, They used long
range artillery pieces to wantonly firc, on these cities. 
towns, densely popUlated areas and vill�ges in order to 
launch attacks deep inside our territory. 

The local armed forces fiercely counterattacked 
annih i lating many of the enemy and setting afire and 
destroying many enemy tanks .  

The struggle against the Chinese aggressors in the 
northern border of  the fatherland has begun. The armed 
forces and people of  various n ationalities in border 
areas are upholding the heroic determ ined-to-fight-and
win tradi tion ,  resolutely dealing punitive blows to the 
Chinese aggressors right in the initial battle on the front 
l ine of the country .  

Europe silent 
on Chinese invasion 
Apart from India - which suffered a Chinese invasion 
itself in 1962 - world condem nation of the Chinese in
vasion has been largely l im ited to the Warsaw Pact na
tions. and western Communist Parties ,  Elsewhere, avah 
European nations which are known to fear the Cdr1se
quences of the Chinese action have kept silent or meekly 
reiterated the London l ine retai led by U.S. spokesman 
Hodding Carter and by President Carter himself: The 
Vietnamese m ust with draw from Cambodia. and the 
Chinese must withdraw from Vietnam . 

1. Ind ia 

The
' 

en ti re Ind ian nat ion,  from the government  to the 
man-in-the- st reet, h as t ho ro ugh ly condemned the 
Chinese aggression against Vietnam . On Feb. 17. the 
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day Ch ina  launched i ts attack ,  Pr ime Min i ster Morarj i  
Desai recal led Foreign M i n ister A .B .  Vaj payee from 
Peki ng and released a statement expressing "profound 
shock and di stress" over the Chinese action .  Desai 
cal led for im medi ate withdrawal of  Chinese troops from 
th e V ietn amese  terri to ry a d d i n g  that  th e Pe k i ng 
leadersh ip 's  action "has created a situation endangering 
intern ationa l  peace and security" . . . .  

Solidarity for the Vietnamese popUlation on a mass 
level is evident throughout India .  The ruling Janata 
Party , i ts parliamentary opposition ,  the Congress Par
ties (representi ng both I ndira Gandhi 's  Congress and 
other Congress factio ns) ,  the Communist Party of I ndia,  
and many independents pul led in their supporters for 
m ass demonstrations before the Chinese Embassy in 
New Delh i .  Reports from I ndia also indicate that de
monstrations are sched uled before the British Embassy. 
I ndians are acutely aware that British sales of  Harrier 
mil itary planes and the numerous high-level pol itical 
delegations to Peking by Bri tain reflect Britain 's  backing 
for China's expansionist designs .  

2.  T he EEC 

The European Economic Community issued this statement 
on Feh. I R .  

"The n ine nations of the  Eu ropean Econ om ic Com
munity are o f  the view that the development of the s itua
tion i n  So utheast Asia could have consequences for in
tern ationa l  re lations .  The E EC asserts its concern . I t  
ca l l s  for the estab l i shment of an order in wh ich the 
terri to ri al integrity and indepen dence of a l l  nations ,  in 
c luding especial ly those of Kampuchea and Vietnam,  
are  secured ."  

3. Great Britain 

Asked i f  he would condemn the Chinese invasion of 
Vietnam ,  Lord Goronwy-Roberts, M inister of State at 
the British Foreign Office, told Vietnam's Am bassador 
to London ,  Mr .  Tran Hoan,  that Vietn am's  invasion of 
Kampuchea had been a vio lation of international law 
and human rights and that her troops should be 
withdrawn im medi ately . 

A British Foreign Office spokesman announced last 
week that there had been "no change" in Britain's pol icy 
of defense sales to Peking following the Chinese inva
sion of V ietnam.  The two-week visit of British Industry 
M inister Eric Varley is proceeding as scheduled, and it 
"remained British policy to consider requests for de
fense equipment from China on a case-by-case bas i s ."  

Wh at E u ro pe i s  th i n ki ng 
- but not sayi n g  
While European leaders hal'e so far heen noncommi{ {at in 
their public reactions to the Chinese invasion of Vietnam, 
there are indications that they are deeply disquieted by the 
war threat. Leaders of both France and West Germany, 
which suffered heavily in the last two world wars and will 
do so again 0 in the event of a third, last week warned 
against the " China card" policy and reaffirmed their 
commitment to detente last week - a policy impulse 
which may gain more open expression as the world situa
tion worsens. 

Following, we reprint excerpts from statements by 
French President Giscard d'Estaing and West German 
Defense Minister Hans Apel, now in Washington for con
sultations. Notably, just two days after Ape!'s statements 
Feb. 18, the West German daily Die Welt reported that 
Chancellor Helmut Schmidt has refused to allow the Un
ited States to update warheads on U. S. missiles in West 
Germany, citing the historic trade agreement between the 
USSR and the Federal Republic concluded in May 1978. 
Apel also referenced the agreement as the basis for Europe 
to benefit from detente in the future. 

B RD: We recog n ize 
no Ch ina card 

The 1(I"ol\"in� excerpts are from a speech �iven hy the 
1>£-(e

o
ll.l'e M ini.l' ter (I( the Federal Repuhlic o( Germall)" 

/Ions A pel. at the Feh. I R- 1 9  cOIl/erence 0/ the  
IVehrk ullde A ssociatioll in  Munich. 

. , .  Today we l ive in a world with a manifold of compet
ing cla ims and confl icts . . .  

This means a two-fo ld challenge .  
First of al l , the Western countries must  maintain 

their balance of  power with the East, even in the 
future . . . .  

Second, the Western nations must deal with the tasks 
of global interdependency . This means the construction 
of a global order of cooperation between industrial na
tions and the Third World, so that hunger and poverty 
can be fought together and so that the future of us al l  
can be secured . 

. . .  We are against the · division of the world into 
zones of inflllence according to the East-Westconflict . . .  
and do not (agree with) those people who promise that 
something good will come out of the present rivalry be
tween the Peoples Republic of  China and the Soviet Un
ion, either for Europe or for Asia . On the contrary, we 
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Germa ny's sta ke i n  detente 
One factor underlying German commitment to detente, and in
creasingly open mootings  that NATO may be outdated, is 
g rowing West German-Soviet economic t ies.  The German trade 
surplus with the Soviets now exceeds its surplus from trade with 
Surplus in Bi l l ions of OM 
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Chart I :  C o m parison of West 
Germany Trade S u rp l u s  with 
USSR a n d  U . S . ,  1 974-1 977 

Germans have an urgent interest in having detente make 
progress throughout the entire world . . .  

The policy of the Federal Republic of Germany 
recognizes no China card . 

We will not send any weapons to China.  Our posi
tion on this question is ' very clear . . .  We are not carrying 
out a policy to postpone a Third World War, but to pre
vent one . . .  

Giscard states responsibility 
to detente 

/11 a wide-ranging press conrerence on Feh.  1 5 .  French 
President Giscard it Estaing dari/il'd his country ',\ 
relationship to the So!'iet Union and China. Excerpts from 
that ' press ( :(}/!rerence fiJI/OIl". 

The policy of detente forms part of the basic framework 
of France's foreign policy . . .  

the U .S .  (Chart I ) ,  and the technological composition of that trade 
is i ncreasingly shifti ng toward more sophisticated 'manufa�tured 
products that imply longterm economic relations (Chart I I ) .  
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C h a rt I I :  C h a n g i n g  face of 
G e r m a n  Soviet Tra d e  
Soviet Exports t o  West Germany 
(by category) 

The only alternative to the pol icy of detente is  
acceptance of the r isk of war, a long with i ts corollary, 
the resumption of the arms race . . .  

. . .  I believe the Soviet leaders consider the cause of 
peace to be important and do not have any intention of 
undertaking or triggering any military action likely to 
affect Western Europe . I might add that this is their atti
t ude, for I know them . It is , moreover , one of the 
reasons why we are observing a policy of  detente with 
them . . . .  

I think that i n  general ,  everyone acknowledges that 
the development of relations with China has to be con
ducted in a way that does not produce tension or risk in 
relations with the Soviet Union . I n  my opinion, we 
should be more expl icit than this, however . We have to 
show very clearly that the establishment  of a new rela
tionship must be conducted in a manner that avoids 
m aking it a destabilizing factor in international rela
tions .  I t  should indeed be compatible with the quest for 
detente and security . 
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T h e  st rateg i c  pa ra mete rs of WW I I I  
LaRouche on h o w  the China- Vietnam war will go n uclear  

During the recent period I have been aided b y  my 
associates in  piecing together a qualified picture of the 
strategic implications of the present war in Vietnam . It is 
established that this picture is far more accurate than 
that being generally supplied by V . S .  and other mil itary 
experts within NATO countries . Therefore, I publish 
o ur fi n d i n g s ,  k no wi ng tha t  q u a l i fi ed  m i l i t a ry  
professionals w i l l  be able to  recognize the accuracy of 
my report, and to verify independently the general con
clusions I outlined . 

Fi rst, the bare facts 

Fact No. 1 ,  Vietnamese Strength: Not including air  
forces , the Vietnamese regular forces are in the order of 
excess of one mil l ion  troops, including approximately 
500,000 former A RVN (Army of the Republic Vietnam) 
units assimilated into the N V  A (N orth V ietn amese 
Army) ( according to a 1 977 RA N D  est imate) . Excepting 
the Israeli airforce capabil ity ,  the NV A is the third most 
effective land war mil itary force in the world today .  In 
any con ventional form of land warfare, the Chinese 
Com mu nist forces could n ot defeat a Vietnamese force . 
Only one important qualificat ion needs to be made, to 
which I shal l  turn attention below. 
Fact No. 2 ,  Vietnamese Deployment: M ost reports assert 
that Vietnam has only an estimated 50,000 crack N VA 
units available for fighting in the zone of warfare 
defined by the Chinese invasion. This is based on the 
presumption that (a) "Crack NV A units" are pinned 
down in Cambodia, (b) that Vietnam cannot redeploy 
these to the North "in time." In fact, it is principally the 
former A RVN units using original V .S .-supplied equip
ment which are deployed in support of the present 
de facto governmen t in Phnom Pen h - which p laces 
between 400,000-500,000 regu lar NV A in the North . 

In addition , an authoritative source in I ndia received 
a detailed D RVN ( Democratic Rep ublic of Viet Nam) 
outl ine of  the projected Peking invasion of Vietnam 
week s prior to the Feb . 1 7  i nvasio n .  D RVN deploy
ments in  preparation for Pek ing's  invasion must 
therefore be dated to no later than approx imately Feb . 
1 ,  1 979 , and not the Feb . 1 5 - 1 7  per iod.  
Fact No. 3,  Peking Deployment: Following an initial 
"bloody nose" administered to Peking forces by secon
dary DRVN defense forces, the Pek ing forces regrouped 
for a new assault featuring the "human wave" tactic em-

ployed against V .S .  and all ied forces in Korea - and 
under the same general who commanded those Chinese 
forces in Korea . 

Mi litarily this represents an  effort to compensate for 
the inferior quality of l imited regular Peking land forces 
by m assive deployment of mil itia-grade auxiliaries con
scripted from the populations of  the China provinces in 
the invasion's staging area . In  short-hand: Send wave af
ter wave of  conscripts of marginal combat quality, each 
armed with the proverbial one old rifle, a bayonet and 
ten cartridges . Through massive sacrifice of such aux
il iaries the Peking commanders seek to inundate the 
regular forces defenders with minimal relative losses to 
regular Chinese army units deployed under the screen of 
human wave deployments. 

The mil itary treatment of such human wave tactics is 
obvious - as it was obvious to Gen. Douglas MacA rthur. 
The point of m aximum vulnerability of human wave 
deployments is defined in the staging areas used for 
assembling assault forces . General Giap, moreover, is 
free of M acArthur's H arry S. Truman problem, as are 
the relevant Soviet commanders . If the indicated course 
of counteraction is taken, the present Chinese invasion 
i s  transformed into mil itary disaster for Peking. 
Fact No. 4,  Countermeasures: Although the two Soviet 
naval taskforces in the regions do have included 30-
kilometer range "katusha-type" naval high-explosive 
bombardment capabilities, it i s  to be doubted most 
strongly that those units would be risked within Chinese 
land-based counterforce range. Therefore, the Soviet 
naval capabil ity centers on surface-to-surface nuclear 
capabilities. If  Peking masses sufficient force to threaten 
successfully Northern Vietnam population centers, it is 
probable that Soviet nuclear counterforce will be 
deployed . 

However, s ince Peking possesses an estimated 30-40 
I R B M s  in the ICBM range, a Soviet commander would 
be obliged to employ nuclear counterforce measures of 
assault and defense against I RB M  Peking capabilities as 
an adjunct and accompaniment to a counterforce 
Sgainst Peking staging areas near the Vietnam borders. 
For numerous reasons, Soviet political-mil itary strategy 
specifies "counterforce" against Peking, whereas no such 
policy applies to strategic action against the NA TO 
powers proper. 

Soviet strategic policy toward China centers around 
enhancing the action of a revolt against the combined 
forces of the Hua-Teng-"Gang of Four" factions . 

1 6  Internationa l  EXECUTIVE INTE LLIGENCE REVIEW Feb. 27-March 5, 1 979 



Whereas, against U .S .  or NATO forces generally, 
World War I I I  begins with a total ,  i n-depth strategic 
strike against U .S .  and other logistical (population) cen
ters, as wel l  as against mil itary force concentration .  

Hence, an approximation of "theater-l imited nuclear 
escalation" is  probable for Soviet action against Peking, 
whereas this constrained policy would not be Soviet doc
trine for general warfare against NA TO forces. 

Continuing warfare against Peking's forces would be 
tactical nuclear-(thermonuclear) plus BC measures . 

T he t h resh hold of World War I I I  

I f  Soviet action reaches the threshhold for the indicated 
counterforce actions the only condition separating the 
world from WW I I I  is  whether the Carter Administra
tion is then committed to a U . S .  nuclear umbrel la  for 
China.  Any U .S .-NA TO "counterforce" deployment 
against the Soviet forces portends a total ABC strategic 
barrage, in consequence of which between 50 and 60 
percent of the U .S .  population dies from effects of the 
first hour bombardment .  

It is for this reason that Sen . Jacob Javits '  statements 
in a Feb. 1 8  televised broadcast are widely regarded as 
criminal  lunacy. 

If  Western continental Europe and Japan submit to 
combined British-Carter pressures in  the issues of this 
present crisis ,  that in and of itself would require the 
Soviet command to lower the "deterrent threshhold" to 
zero for any c9unterforce action by the U SA forces . I t  
must be  emphasized that Soviet command expects to 
lose about the same proportion of i ts population as it 
lost through all of World War II in  consequence of 
strategic bombardment . Soviet pol icies toward nations 
generally, will inevitably tend to be determined by the 
position those nations' governments have taken in the 
issues of the crisis leading into a general thermonuclear 
war .  

Cruci al i n  determining Soviet command policy must 
be the fact that the development of the U .S . 's  China 
policy was pressed, from Spring 1 978 as a London 
revival of "geopolitical themes ."  Since 1 902 decisions by 
the Lord Milner group, the very name "geopolitics" has 
meant the destruction of the " Eurasian heartland ." The 
fact that the U.S. government  is  committed to a 
geopolitical premise for its Middle East and China 
policies is sufficien t  to prompt Soviet commanders to 
regard U .S .  support of  a China or I sraeli military adven
ture as  an act of war against the Soviet Union itself. 

I f  similar developments had occurred under the cir
cumstance of Carter Administration policy postures of 
late 1 977, or pol icy postures of the Ford or Nixon Ad
ministrations, during a crisis i t  is probable that Moscow 
would have gone to the greatest lengths in  seeking to 
maintain detente with the governments of  NATO coun
tries . 

Moscow would assume that there was no intent to go 
to war by those governments, and that therefore the 
i ssues of conflict were negotiable in principle. 

Under the condition that a London-Washington
Jerusalem - Peking combinat ion of axis  powers i s  
dedicated to  a successful geopolitical confrontation with 
the Soviet Union the issues which might be negotiable 
under circumstances of Nixon or Ford Administrations 
become non-negotiable, and border on acts of war. 

T he Cam bod ia hoax 

Som e  persons who ought to have more sense argue that 
(a) Peking is reacting to Vietnam's mi l itary support to 
the present government of Phnom Penh, and (b) that 
Vietnam m ust simply withdraw forces from Cambodia 
and recognize a Sihanouk government . This quid pro 
.quo form ulation included in a diluted compromise form 
in the recent statement of the European community's 
nine, is in fact, a piece of strategic imbecil ity which in
creases the probabil ity of general thermonuclear war. 
Fact A: The Peking i nvasion of V ietnam is not caused by 
the Vietnam mi litary action in  Cambodia. Analagous to 
Hitler's i nvasion of Poland, the Cambodia issue is sim
p ly a Goebbels-model led pretext for an action which 
Peking intended to take prior to the fal l  of the Pol Pot 
regime. The plans for the Peking invasion of Vietnam ex
isted prior to the fall of Pol Pot. Peking was previously 
engaged in  bui lding up the scenarios for its i nvasion of 
Vietnam . 
Fact B: The Peking puppet government of  Cambodia, 
the Pol Pot regime, killed an estimated half of the Cam
bodian population over less than four years of i ts rule 
the worst case of  genocide in modern history . Prince 
Sihanouk patiently contemplated this genocide against 
his own people. The condemnation of Vietnam's action,  
against the regime which had already i ni ti ated un
dec lared warfare against  V ietnam , i s  a p iece of 
diplomatic moral  imbeci l ity ,  which has been tolerated 
only because frightened governments have capitulated 
to British and Carter Administration pressure to con
tinue recognition of Pol Pot force. 

The issue is not that the condemnation of the Viet
namese actions in Cambodia i s  immoral . The issue is 
that issuance of such condemnation shows the govern
ments endorsing that, to be operating under over
reaching influence of the combined force of London and 
London's Carter administration puppet. I f  governments 
of cont inental  Western Europe,  Japan and  the 
developing sector, continue to tolerate this support of 
Peking' s  Cambodia policy ,  those governments define 
themselves as complicit with declared adversary of Viet
nam and the Soviet al ly.  Therefore, such endorsements 
contribute s ignificantly to increasing the probabil ity of 
general therm onuc lear war. 
Fact C: There wil l  be no compromise by the Vietnamese 
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, 'or,Jheir Soviet a l l ies on  the simple issue of immediate 
Peking withdrawal from Vietnamese territory . To pre
tend otherwise is  worse than a waste of b reath - it is to 
contribute to the probabil ity of thermonuclear war. 

The crucia l  issue is  the London-Carter-Jerusalem
Peking axis and the geopolitical policies of that axis . 
That is the issue which defines imminent World War I I I .  
That policy O f  that axis i s  the issue o f  war.  Unless the 
Carter Administration backs off from and repudiates 
that Peking and related policies , general war is probable 
whenever war is  triggered by the mere fact of push com
ing to shove on any subsumed devel opments. 

, " I ncide.nts',' do not cause wars. " Incidents" merely 

Egypt- I s ra e l  pa ct 
The meetirig at Camp David today of Secretary of State 
Cyrus Vance ,  Prime Minister M ustafa Khal i l  of Egypt, 
and Foreign Minister Moshe Dayan of Israel is s lated to 
set up an operational  command for a m il it ary "second 
front" against the Soviet Union to complement the 
Chinese invasion of Vietn am . 

Egyptian President Anwar Sadat has reportedly told 
the United States that he has a shopping list for arms 
that inc ludes 300 F- 1 5  fighter-bombers, 500 tanks, and 
over 40,000 mi l itary vehicles . Such a huge buildup, 
which Arab ' sources expect Saudi Arabia to finance, is 
meant to help S adat act as the policeman for what the 
Egyptian president called "an arc of crisis from Algeria 
to Afghanistan ."  

I n  a l l iance with Israel , the Egyptians intend to act as 
the cornerstone of  a Middle East Treaty Organization 
( M ETO) . M ETO was the goal of the recent swing 
through the area by Secretary of Defense H arold 
Brown , the first ever by a Pentagon chief, who visited 
Saudi Arabia ,  Jordan,  I srael , and Egypt . I ran , which is 
almost without any government and on the verge of 
disintegration, might be expected to enter the M ETO 
pact fol lowing a coup d'etat by the Air Force. 

During his visit to Egypt, Brown stated that the U .S .  
and  Egypt shoul d  "act i n  concert with each other and 
with other n ations in the region," cal l ing for "new pat
terns of security cooperation ."  In an interview later with 
the New York Times, Brown said that he was looking 
forward to the iricrease of U . S .  presence in the M iddle 
East, including more frequent naval vi sits , possible U . S .  
bases, stepped u p  arms sales, and periodic meetings o f  
Ministers o f  Defense. He also hinted that the Diego 
Garcia base in the Indian Ocean would be expanded for 
a Middle East role. 

The London Observer reported on Feb . 18 that 
Brown's  visit to Saudi Arabia has been coordinated 
closely with the current tour of the Arabian Gulf  states 
by Her M ajesty, Queen El izabeth of England, who is 

trigger a pre-existing state of virtual warfare. 
The United States m ust break away from i ts special  

a l l iance with London , immediately break off President 
Carter's too intimate relationship to the household of 
British ambassador Peter Jay. 

We are at the brink of a war which means the im
mediate death of between 50 and 60 percent of our na
tion's citizens .  Admittedly numerous so-cal led and ac
tual experts think the danger is not so immediate. Their 
arguments in  each case show that they are considering 
wishful ly only an isolated selection of the facts and not 
the facts as  a whole. 

the  seco n d  f ro nt 
giving her "assurances" to the nervous Arab sheikhs 
that Britain and the U . S .  wi l l  stand behind them . Repor
tedly ,  Britain is pressuring the U . S .  to set up a joint Per
sian Gulf command for the defense of the Gulf  - an 
intolerable provocation to the Soviet Union.  

According to the Christian Science Monitor, Brown 
intends to include Saudi Arabia , Turkey, Somalia, Jor
dan, I ran,  and other states along with Egypt and I srael 
in hi s  proposed M ETO pact. But, many observers say , 
drastic political earthquakes would have to shake Saudi 
Arabia, Turkey, and I ran for those countries to con
sider joining a NATO-like bloc in the Middle East. 

Reports are a lready in that in I ran and Turkey, 
NATO is p lanning for a bloody coup d'etat to establish 
a j unta, like that in  Pakistan , that could resist the ten
dency toward nonalignment that is current Turkish 
policy and was, until his overthrow, increasingly that of 
the Shah of I ran . 

At the same time, Saudi Arabia is being black
mailed by the U .S .  and Britain into support for the 
Camp David policy, although so far there are few signs 
that the Saudis are wil l ing to p lay the role assigned to 
them . 

Critical to this  strategy is NATO's use of the 
festering crisis in Iran to destabi l ize and weaken al l  
surrounding governments. 

Iran itself has begun to disintegrate, with Kurdish , 
Ba l uchi , Arab ,  Azerbaij an i ,  and other minority 
tribesmen beginning to demand independence from 
Iran.  Without an Army - which fel l  apart after the fal l  
of the Shah - Iran is unable to keep the unruly tribes
men under contro l ,  with British and Israeli intel l igence 
conduits supplying arms and support to the rebels .  This 
process, should it continue, will spark an explosion in 
Turkey, Iraq, and Pakistan - and possibly Saudi 
Arabia itself. 

- Robert Dreyfuss 
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Who's running the g overnment? 
• 

Missile Cris is-style EXCOM takes charge o f  Ca rter 

I n the midst of a grave international crisis i n  1 962, the 
Ken nedy A dm in istrat ion was essential ly sidestepped 
and an extraordinary committee - called EXCOM -
took over policymaking .  That was during the fal l  of 
1 962, when the Cuban Missi le Crisis and the Chinese 
i nvasion of I ndia threatened to hurl the world toward 
war . 

Last week , that same pattern again unfolded as a 
group of would-be technocrats gathered at the White 
House for three days of m eetings.  Whi le President Car
ter was in Mexico, a group inc luding CIA director 
Stan sfield Turner, National Security Advisor Zbigniew 
Brzezinsk i ,  Defense Secretary Harold Brown, and the 
Joint Chiefs of Staff was chaired by Vice-President 
Walter Mondale. During Friday, Saturday and Sunday 
- Feb . 1 6  to 1 8  - these gen tlemen met and - most 
probably decided - how the Un ited States would deal 
with the Chinese invasion of Vietnam, the disorder in 
Iran , and the Uni ted States' rapidly deteriorating rela
tionship with the Soviet Union .  

On Feb . 1 9  they reportedly summoned President 
Carter and informed him of their deliberations .  While 
the discussion of their meetings has not been disclosed, 
Presiden t Carter's speech in Atlanta, Ga. Feb . 20 -
lin ki ng SALT to Soviet restraint and virtual ly p ledging a 
U . S . arms buildup - indicates their content .  

There i s  l ittle surprise in  the fact that  J immy Carter 
does not make Presidential policy. But, there is an irony 
in the fact that the current extraordinary committee is 
vi rtual ly the pol itical heir of the one convened in 1 962 .  
Both were the brainchildren of Brit ish intel l igence
d irected i n stitutions in the U .S .  

The  affil iations of the  committee members indicate 
that: 
• Stansfield Turner was schooled in  geopolitics by the 
Council on Foreign Relations and the London-based 
I nternational I nstitute of Strategic Studies . 
• Harold Brown is a former board member of the 
Schroeder Ban k ,  the same bank which p laced Hit ler in 
power . 
• Cyrus Vance is a member of the British-dominated 
Council on Fordgn Relations and the United Nations 
Association .  He is also a member of the Ditchley 
Foundation ,  a high-level, British-dominated group for
med to promote Anglo-American friendship . 

• Zbigniew Brzezinski's background as a member of the 
Council on Foreign Relations and the former Executive 
Di rector to the Tril ateral Comm ission i s  com mon 
k nowledge . 
• Walter Mondale was described by the New York Tim
es in a 1 977 feature as a Fabian Socialist who l earned 
pol i tical theory at the London School of Economics. He 
is  also a member of the CFR.  

Revealingly, the  man closest to the  pl iable President 
is  Peter Jay, the British Ambassador to the United 
States. 

A lthough the press has recently made m uch of sup
posed pol icy differences between Vance and Brzezinski 
there was reportedly no  conflict during l ast  week ' s  
meeting.  Says  a top Asia  special ist at the  Brookings 
I n stitution: "There is no difference whatsoever between 
Zbig and Vance .  They have a coordinated style." 

Unreality continues to prevail  i n  the Carter Admin
istration .  Reports from M arshall D. Shulman,  special 
assistant on Soviet Affairs to Secretary Vance, that the 
Soviet Union would not strike out at China for its inva
si on of Vietn am are receiving wide circulation .  While 
these remarks contradict official commentary from 
Radio Moscow and the Soviet daily Pravda (see 
INTERNATIONAL section) it is s imi lar to the Presi
dent 's  Feb . 2 1  speech . 

W hat Carter said 

Following are excerpts of' a speech made by u. s. Presi
dell t  Carter in A tlanta Feb. 20: 

With our strong al l ies ,  we have succeeded in prevent
i ng a global war for more than a third of  a century - the 
longest period of general peace in the modern times . . . .  

I n  short, we provide the bedrock of global security 
and economic advance in a world of unprecedented 
change and conflict . In such a world,  America has four 
fundamental securi ty responsibi l i ties :  

• To provide for our nation's strength and security 
safety . 

• To stand by our al l ies and our friends.  
. 

• To support national i ndependence and integrity .  
• To work di ligently for peace. 
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The independence of I ran is also in our own vital in
terest and th at of our closest allies - and we wil l  sup
port it .  . . .  

Asia and elsewhere in the world, we will stand by our 
fri en ds - we wil l  honor o ur commitments - and we 
will protect the vital interests of the U nited States . . . .  

I f  others interfere ( in I ran),  directly o r  indirectly, 
they are on notice that this will have serious conse
quences and will affect our broader relationship with 
th em . 

We wi l l  not get involved in conflict between Asian 
Communi st states . Our national interests are not direc
tly threatened ,  although we are concerned at the wider 
impli cations of what has been happening . . . .  

M any nations are troubled - even threatened - by 
the turmoil in Southeast and Southwest Asia .  To stand 
by o ur friends and help meet their security needs in  these 
difficult times, I will consult with the Congress to deter
mine what additional mi li tary assistance will be re
qui red . This added measure of support is crucial for 
stability throughout the I ndian Ocean area . 

Finally, let me put this agreement in the context of 
our overall relations with the Soviet Union and the 
turbulence that exists in many parts of the world .  The 
question is not whether SALT can be divorced from this 
context .  I t  cannot .  As I have often said, our relation
ship with the Soviet Union is a mixture of cooperation 
and competition ,  and as President of the United States, I 
have no  more difficult and delicate task than to balance 
the two. I cannot and I will not let the pressures of 
i nevitable competit ion overwhelm possibil ities for 
cooperation - anymore than I will let cooperation 
bl ind us to the realities of competition . . . .  

And let me repeat: I n  the M iddle East, i n  Southeast 

It is precisely because we have fundamental differ
ences with the Soviet Union that we are determined to 
bri ng this most dangerous dimension of our mil itary 
competition under control . . . .  

State a cts l i ke i t's p re pa r i n g for confl i tt 
Further indication that the Carter Administrat ion i s  
consciously pursuing a policy of confrontat ion with 
the Soviet Union comes from deployments by the 
United States State Department over the past two 
m onths . During that period, the State Department 
has employed an extraordinary gamut of dirty tricks 
both to provoke the Soviets and, equally s ignificant 
- to si lence voices opposing a confrontationist 
co urse .  Particularly significant ,  State has intervened 
vigorously to b lock contacts between European 
forces and the U . S .  Labor Party, headed by Lyndon 
H. LaRouche, J r . ,  the leading - and sole nationally 
prominent - U.S .  figure opposing the Carter 
A dmin istration's  confrontation course. 

N otable cases include: 
Italy : U . S . Am bassador Richard Gardner is heavily 
involved in the co llapse of the An dreotti government .  
In an interview on Ital ian televi sion Dec . 29,  Gardner 
announced his intention to force a col lapse over the 
issue of Comm unist participation in the government .  
"There wi l l  be  a government co l l ap se wi th in  
January," said Gardner, "the PCI cannot jo in the 
go ve r n m en t  . . . .  Tha t  is B rzez i n s k i ' s  fo re ign  
policy ."  To show the  exten t of h i s  influence, Gardner 
further suggested that he and President Carter 
engineered the 1 978 Ital ian government  crisis over 
the same i ssue .  Since then ,  Gardner has become in
vo lved in a publ ic scandal involving U .S .  dem ands 

that I ta ly stop hunting terrorists and devote mdre at
ten ti on to spyi ng on the Soviet Union (see COU N -
TERINTEL L IG ENCE) .  . 

Afghanistan : Warren Christopher , the Ass istant 
Secretary of State, second only to Cyrus Vanc(;, ,last 
week  openly spread mi s informat ion about  the 
assassination of the U .S .  Ambassador to Afghan
istan .  Christopher accused the Soviet Union of 
substantial responsibil ity for the murder of U .S .  
Ambassador Dobs i n  a meeting with Soviet Atnbas
sador Dobrynin .  

Christopher'S accusation was  later exposed as 
false by the reports of the U .S .  embassy in Afghan
istan itself. The Afghani government  had clearly indi
cated that the Soviets played no role in the tragedy, it 
was later revealed . B ut this did not stop Christopher 
from using the false report to further the deteriorat
ing relations between the U . S .  and USSR.  

A t  the  same time, the State Department is i l iega l ly 
harassing the European Labor Party and the U .S . 
Labor Party . Both parties have led international 
organizing in support of the European Monetary 
System of West German Chancellor Helmut Schmidt 
and French President Qiscard d' Estaing. This is the 
proper context for the State Department's part in 
d issem inating l ies that both organizations are " kG B  
agents ," "Russians," o r  "crazy cults" to West Ger
man,  Italian , and Arab officials . 
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u .s .  co u n terfo rce posture: 
ca l c u la ted m a d ness 
Anyway you cut it , U .S .  Defense Secretary H arold 
Brown' s  newly adopted mil itary doctrine - the counter
force doctrine - is sheer l unacy. The change in the Car
tiff, Administration's  pol icy was leaked by British jour
nal ist Richard Burt in the New York Times Feb . 1 0, j ust 
as Brown had arrived for his provocative tour of the 
Middle East. 

. The doctrine - which targets Soviet missi le s i los ,  
mi li tary instal lations,  and other mil i tary targets and 
concentrated forces - is,  in  reality, a nuc lear-war-losing 
strategy. I t  would be wrong, however, not to recognize 
that there is an evi l method to Brown' s  m adness . 

Wes� Germany 
• A close collaborator of  the ELP within the Chris
tian Democratic Party (CDU) reported that the U .S .  
Embassy in Bonn was calling CDU members t o  de
mand that they stop conferring with the party. 
• A member of the CDU used a Russian name to 
refer to an Executive Intelligence Review corres
pondent when approached for comments. 

Brus�els 

• An Arab official gave the ELP a copy of a slander
ous report given to him by the I nternationa l  
Documentation Center, in Washington,  D .C .  

I taly 
• Lead ing Christ ian Democratic Party members have 
informed the ELP that they h ave been approached by 
the U. S .  Em bassy to warn them against col Iaborating 
wi th the ELP. 
• A cal l e r  to the U . S .  consu late in M i lan got the 
fol lowing i nform at ion from then vice-consul Mr .  
Whi teman Jan 25 :  "(the ELP) i s  a cu l t ,  l i ke  every cult ,  
they recruit  from the pet it  bourgeois ie i n  I taly and 
Europe" . . .  The U . S .  embassy in  Rome claimed the 
E L P  w as a "bunch of  craz ies" and  referred 
quest io ners to the I sraeli em bassy for more i n forma
ti on . 

The rea l  purpose of  Brown' s  sudden adoption of 
counterforce doctrine in the present world crisis is not 
the actual preparation for a first strike against the Soviet 
Union or a refined deterrent in anticipation of a Soviet 
attack . Counterforce h as nothing to do with a tradi
tional mil i tary posture at all . The shift to counterforce is 
a signal to the Soviet Union that the United States has 
ful ly embarked on Henry Kissinger's political madness 
doctrine of psychological warfare, a doctrine devised at 
H arvard with Daniel El lsberg in the 1 950s . The object is 
to throw the opponent into a frenzied state of fear and 
passive nonaction . 

"We' re crazier than you a re" 
The question i s  why is the Carter Administration adop
ting this nuclear policy posture of madness and brink
manship unpredictabil ity? Because the central thrust of 
the British monarchy's I nternational Monetary Fund 
and World Bank dictates that the United States be 
enabled to launch - with impunity - regional wars 
fought by surrogates and-or mercenaries and simul
taneously break the back of the forces behind the Euro
pean Monetary System.  This i s  to be  done in  behalf of 
the looting rights of the I M F  and Robert M cNamara's 
World Bank .  

According t o  the insane British geopolitical doctrine, 
of which the counterforce doctrine is  merely an exten
sion ,  any framework for world peace and development 
established through a series of agreements among 
France, West Germany, and the Soviet Union must be 
crushed if  the British colonial ,  I M F-World Bank 
mechanisms and depopulation policies are to survive. 
The combination of Britain 's  genocidal policies and the 
British Round Table doctrines for a geopolitical 
encirclement of the Soviet Union would turn the entire 
developing sector and, short ly thereafter, the more ad
vanced industri al nations into permanent regions of 
destabi l ization,  where coups, riots, terrorism, and 
bloodbaths reign supreme.  

I n  short, Brown and his Anglophile supporters -
Kissinger , Brzezinski ,  Schlesinger, and Turner - expect 
that the counterforce big-bluff madness - "we are 
crazier than you are and wi l l  do anything" - wil l  enable 
them to pull off their plans to return the world to the 
Dark Ages. Counterforce, in the minds of these ber
zerkers, equals economic warfare against industrial and 
scientific progress .  
I n  reality, as events are demonstrating dai ly ,  these goals 
contain an inherent miscalculation that leads to thermo
nuclear confrontation and a disastrous defeat for the 
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United States in a nuclear war. Furthermore, the West 
European allies of the United States are making clear 
that they will not sacrifice their nations' existence to 
such insanity. The West German government of Helmut 
Schmidt, officially informed of the switch to counter
force in a note from the U .S .  government, immediately 
held a series of extraordinary cabinet meetings on the 
Persian Gulf cris is ,  the oil  flow problem, and the danger 
of Germany' s  being reduced to a Trummerfeld (field of 
rubble) as a result of the change from a nuclear deter
rence policy to a counterforce doctrine. Social Demo
cratic parliamentary leader Herbert Wehner, speaking 
for the West German government, warned that the 
counterforce doctrine would provoke nuclear war. 

Undeterred , the British and their American puppets 
a re proceeding with a policy to unleash regional wars 
t hroughout the globe. The Third World i s  rapidly being 
turned into the flashpoint for nuclear war. The most 
dangerous points of provocations include: Southeast 
Asia, the Persian Gulf, the Middle East, Africa, Central 
America, South America, and Korea . 

The accumulated effect of the regional destab
ilizations is to lower the threshold for nuclear war. 
Given the fact that this policy will lead to a nuclear 
showdown and actual nuclear war-fighting, what does 
the counterforce doctrine mean for a U .S .  nuclear war
fighting capabil ity? 

Particularly under today's exacerbated conditions, 
counterforce i s  a suicidal doctrine that ensures the 
devastation of the U .S .  i n  an all-out war. 

A game of ch icken 
In the m ost insane version of counterforce associated 
with such utopian war fanatics as Herman Kahn (see his 
book, On Thermonuclear War) , counterforce is a 
strategy for fighting a controlled or "limited" nuclear 
war .  This is  a ludicro us impossibility. 

K ahn,  his cothinkers at the Rand Corporation, and 
including Energy Secretary James Schlesinger, present 
their scenarios for nuclear missile exchanges as taking 
place in  a ladder-rung escalation ,  with the potential of 
each side agreeing to stop short of all-out nuclear war .  
The objective is to  score a political psychological war 
victory in a game of nuclear chicken. 

The absurd unreality of this chicken posture is 
demonstrated in  Defense Secretary Brown's announce
ment that as part of the counterforce policy Soviet m is
sile silos have been targeted. As any competent mi litary 
strategist knows, the silos would be emptied before the 
U .S .  missiles hit .  All-out nuclear war would already be 
underway .  

The object ives o f  w a r  
This being the case, what if the United States were to 
launch an all-out counterforce first strike? In  addition, 
what would be the political-military objective of such an 
action? War is not a case of simple destruction; if one is 
willing to fight an all-out war, the following objectives 
must be realized : 

1 )  Destruction of the enemy's ability to continue to 
wage war after the initial fighting has begun; 

2) Occupation of the enemy's territory; 
3)  Securing of the peace by winning the population 

of the defeated adversary over to a viable policy for 
future industrial and scientific development - the only 
rational purpose for which war is fought .  

Since none of these necessary objectives could be ob
tained, or even more significantly, are even seriously 
contemplated by the utopian madmen who conform 
with  M cN a m ar a ' s  "cos t ben efi t  methods"  fo r 
measuring military effectiveness , the U .S .  has been 
placed into an impossible predicament. This predica
ment involves: a U .S .  armed forces drugged and demor
alized; the lack of an adequate civil defense system; the 
gutting of industrial capacity ;  the fact that a majority of 
the population in the United States does not support 
this lunacy; and, most significantly , an inferior nuclear 
war-fighting capability on air, land, and sea. 

What would happen to the U .S .  in a nuclear war? 
Unlike the Soviet Union, which has been forced to 
prepare to fight and win a nuclear war despite the horri
ble cost, within the first hours of ful l -scale ABC warfare, 
1 60 mill ion Americans would die. Given the remnants of 
a once-proud, progressive, but defeated population, the 
Soviet army would face little resistance when their 
troops land on the shores of the U .S .  to occupy and 
reorganize the country. 

As the Europeans acutely realize, the lunatic 
incompetence of "counterforce" is modeled .on the Nazi 
Blitzkrieg doctrine of warfare. The Nazis lacked an in
depth,  war-fighting capability for winning a sustained 
war, and their mi l itary policy was a quick one-punch ef
fort in the fal se belief that the enemy could be subdued. 
However, after the Soviets absorbed the first l ightning
quick attack , the in-depth war-fighting reserves and 
industria l capacity en abled the Soviets to overcome their 
initial temporary defeats . Eventual ly,  the Nazi SS elite 
troo ps and the Wehrmacht were ground up by M arshal 
Zhukov's mi l itary machine. Today , the Soviets are more 
prepared and more capable of doing the same to any ad
versary .  They have not forgotten the lessons of World 
War I I  - unlike the U .S .  leadership.  

- Rober,t Cohen and Paul Goldstein 
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GOP, Dem s  turn to 
La Rou c he l ea d ershi p 
A survey of local newspaper editorials, coupled with 
opinions of s tate and local leaders of the Democratic 
and Republ ican part ies ,  demonstrates the over
whelming agreement of the American people to be 
against the "China card" lunacy of the Carter Admin
istration and the destabi lization being run against the 
Middle East . In response to the nationwide, around-the
clock mobil ization by the U .S .  Labor Party to put their 
national chairman, Lyndon H .  LaRouche, Jr. on 
national television to discuss how to survive and elim
inate the Carter lunacy, support is  coming from reg
ulars of the other two parties. 

Republican support for the LaRouche television 
broadcast was clinched with the performance by Senator 
Jake Javits on "Face the Nation" last week , where he 
demanded that Congress use the War Powers Act to 
threaten nuclear war against the Soviet Union. Reached 

Rep u b l icans. ca U .fo r a n  
A m e rica n fo reig n  p o l i cy 
We reprint below a statement issued two weeks ago by 
Peter Fletcher, a Michigan member of the Republican 
National Committee . . 

The recent disastrous downturn in American foreign 
policy demands a public response. President Carter 's  
"j umping through the hoop" at People's Republic of 
China Vice-Premier Teng H siao-ping's comm and, and 
the U . S .  actions  in  effectively destab i l iz ing a n  
American-all ied I ran , are perilously dangerous.  This 
perception is  shared by our al lies in continental Europe 
and Japan . 

President Carter al lowed Teng to take every possible 
occasion to attack the Soviet Union without response. 
Carter put the nation's signature behind a Chinese
authored communique directly attacking the Soviet Un
ion, implying our nation's joining an anti-Soviet mili
tary alliance with the Chinese. 

In  I ran , our actions have been to undermine the 
stability of a prodevelopment government  which is sup� 
ported by our European al lies. Instead,  we are effec
tively backing the installation of the anti-progress, anti
Western fanatic Khomeini .  

American foreign policy ought to be based on 
American principles and interests: a world community 

for comment on the Javits war cry, dozens of state and 
local GaPers concurred : "Javits scared the hell out of 
me  . . . .  Nothing Javits says surprises me, but he doesn't 
speak for the party ."  

But ,  in fact, mainstream Republicans ,  including 
every announced GOP presidential candidate, have like 
Javits pursued a confrontationist posture against the 
Soviets . Capitulating to the geopo litical warmongering 
of Henry K is singer and Javits's Zionist lobby networks 
wil l  run aground the leadership potential of the Repub
l ican Party . I t  was capitulation to Kissinger, the M ont 
Pelerin Society , and others by those who initially collab
or ated with the U .S .  Labor Party in 1 976 to overturn the 
massive electoral fraud which al lowed Jimmy Carter 
and the l unatics around him into the White House in the 
first place. 

The reaction among Democrats to the war danger is, 
so far ,  more muted. The thread of sanity among Demo
crats runs through industrial labor leaders - steel
workers,  building trades , longshoremen,  and the Team
sters - who all agree that Carter is behaving like a 'mad
man .  But out of false deference to "party unity," there 
exists a dangerous silence from these layers . 

The immediate question is how long the world will 

of republics peacefully cooperating in  the economic and 
scientific development of the globe. This is why our 
all ies in  West Germany and France created the Euro
pean Monetary System . This is the necessary basis for 
al l  American foreign policy . 

The possibi li ty of  our p ursuing this policy i s  
seriously endangered by President Carter's recent ac
tions .  I urge those American leaders who know 'ihis to 
come  forward and state their views before it is too l ate. 
I f  such a warning is not delivered, we face the possi
bility of war .  

Peter Fletcher, Michigan member of the Republican 
National Committee 
Seven Bergen County Republican Committee members, 
New Jersey 
Ed Bivens, former National Head of the National Black 
Republican Council, Inkster, Michigan 
Thomas C. Waldren, former Councilman, Roseland, New 
Jersey 
State Representative George Klicka (R . ) , Wawautosa, 
Wisconsin 
State Representative James Lewis (R . ), West Bend, 
Wisconsin 
Carl Shipley, former Republican Party National Com
mittee member, Washington, D. C. 
State Representative Davis Hopkins ( R . ) ,  Wisconsin 
Stella Nichols,  District Central Committee head, Repub
lican Party, Washington . D. C. 
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survive without a national voice of opposition to Car
ter' s pol icies . 

The following is a selection of local press opinion 
which represents American patriotic opposition to war
mongering as a national policy, distinct from the usual 
Kissinger-type "loyal opposition" flight forward into 
thermonuclear war. The statements and signatures 
presented here, are a sampling of a building public man
date for peace - a mobilization that national network 
media has refused to report. 

Seattle Post-Intelligencer editorial, Feb. 20 : . . .  Pek ing's 
claim that its "punitive" military strike against Viet
nam is retaliation for Vietnamese border provocations 
is patently false . It is the classic excuse for aggression 
. . . .  By p laying the American card , the Chinese com
munist leaders undoubtedly hoped it would deter Russia 
from attack ing China when Peking invaded Vietnam . . . .  
This si tuation carries in it the germs of a world conflict. 

Buffalo Evening News editorial, Feb. 20 : . . .  Indeed, if 
one were sitting suspiciously in Taiwan , it would not be 
difficult to conclude, as an official government spokes
man does ,  that everything that has happened in South
east Asia in the past two months is part of a chain re
action touched off by the U .S .  recognition of China . . . .  
yesterday's inconceivable pipedream; today's ominous 
real ity . 

Phildelphia Inquirer editorial, Feb. 19 :  The C�inese took 
a calculated risk that the Soviets would not intervene 
mi litarily . . .  but starting a fight is easier than stopping it 
- considering the immediate stakes in the struggle . . . .  
The Chinese leaders should withdraw thei r troops 
without delay . There has already been too much blood
shed and the lesson should be for the Chinese, the 
Soviets , the Vietnamese and for all people that armed in
vasion ,  for whatever reason,  carries no guarantee that 
the fighting will not spread and escalate with the danger 
of the ultimate horror - nuclear war - ever present. 

Baltimore Evening Sun editorial, Feb. 20 : . . . One 
American embarrassment so far is nevertheless trouble
some. This is the fact that the Chinese attack,  well ad
vertised while Teng Hsiao-ping visited the U .S . ,  shot 
forward within days after his return to China -
suggesting Teng carried home in his pocket a U .S .  go 
ahead card . . . .  

I n  add i t i o n ,  the  P h i l adel p h i a  I n qu i r e r ,  the  
Philadelphia Bulletin ,  and  the Scranton Times all ran a 
letter to the editor from U .S .  Labor Party Chairman 
Lyndon H. LaRouche Jr .  urging the concerned citizens 
of the United States to extricate the nation from "the 
war danger created by the abandonment of the princi
ples of the Founding Fathers" by reorienting U .S .  
policy toward the European Monetary System . 

Tea mste rs g rope fo r 
The negotiations between the trucking industry and the 
International Brotherhood of Teamsters for a new 
national m aster freight agreement are reportedly going 
"nowhere fast ." Sources close to the talks in  Washing
ton indicate that there have been almost no substantive 
discussions of basic issues in over three months of 
negotiations . 

Trucking industry officials are said to be sitting 
back , waiting for the Teamsters to make the first move. 
They are supremely confident that the combination of 
pressure from the Carter Administration and their own 
"tough" bargaining position will eventually wear the 
Teamsters down and force them to agree to a contract 
somewhere within the Administration's "7 percent 
wage-price guidel ines �"  

With the media and Administration figures l ike "in
flation czar" Alfred Kahn rightly terming the M FA the 
key "pacesetter" contract for 1 979, a Teamster capitula
tion to the wage-price guidelines would severely cripple 
labor's ability to resist new austerity demands. 

Such a capitulation would also set into motion inter
nal destabil ization scenarios gravitating around the ac
tivities of the two smal l countergangs within the Union, 
PROD, Inc. and the Teamsters for a Democratic Union . 
Wildcat strikes and the disintegration of the centralized 
national leadership would quickly follow, breaking the 
over 2 million member union into semiautonomous 
local fiefdoms. 

TDU-PROD leaders, many of  whom experienced 
major setbacks in recent local union elections, are 
known to be counting on the Teamster national leader
sh ip to stumble into this trap; so are their controllers in 
the K en nedy machine .  

In recent weeks the media has gone overboard to 
portray the Teamsters as "ready to deal ."  Many of these 
claims are leaks from Carter Adm in istration sources . 
The normal form of these leaks has the Teamsters 
trading off any number of things - from trucking 
deregulation to criminal prosecutions of Teamster 
leaders by the Justice Department - in exchange for a 
contract that Kahn could say "falls within the guide
lines ."  The media has seized upon Teamster President 
Frank Fitzsimmons' recent cautious approval of the 
Administration's "wage ins,urance" program as further 
evidence that the Teamsters will "dea l ."  

Faction fight 
Contrary to this noise and wishful thinking, the 
Teamsters leadership has not yet decided on an actual 
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a b a rg a i n i n g st rategy 

bargaining strategy. Our sources close to the Teamster 
leadership report that a debate is raging within the Ex
ecutive Board . The austerity enforced within the Carter 
Administration such as Kahn and Barry Bosworth of 
the Council on Wage and Price Stability, have con
sciously opened up flanking operations against the 
Teamsters to box them in. The timing of moves to 
deregulate the trucking industry, the TDU-PROD cam
paigns, the threats of  renewed criminal witchhunts 
against Teamster leaders , and the "unsolved" Hoffa 
murder, are all intended to deflect the Teamster leader
ship from their responsibility: to prepare a strategy 
capable of defending their membership from the 
austerity onslaught and to take aggressive responsibility 
for the health of the national economy. Kahn and Bos
worth have succeeded, thus far, in preventing a coherent 
strategy from emerging . 

The possibi l ities 
Without a strategy, the Teamsters can be defeated . 

There are three principal strategies under discussion .  
One, indeed, involves back-room, real-politiking to 
reach a compromise with "enemy forces" in the Carter 
Administration and the industry . Some top Teamster 
leaders are perfectly willing to "play ball" in exchange 
for favors. What represents a principal brake on such 
weak-kneed leaders is their own sense of survival within 
the union .  They know that Teamster members would 
hold them personally responsible for such a policy. 
Thei r fear is that they could not sell it to the member
ship and, failing that , would be discredited . Such leaders 
fail to realize that the Administration's commitment to 
increasing levels of austerity means that "you can't 
make deals ."  It may be possible to sign a contract and 
have a handshake that Carter and company will go easy 
on deregulation .  But as Carter's policies continue to 
destroy the economy, yet new austeri ty demands will be 
made. 

A second bargaining position identifies the Carter 
Administration as weak and unrel iable. This grouping 
thinks that with appropriate bluff and bluster it is 
possible to force the Administration and the trucking in
d ustry to back down . This group i s  reck lessly 
threaten ing a strike which they know will shut down the 
U .S .  economy . These individuals are feeding into the 
hands of their enemies - who are using a strike threat 
to mobilize public opinion against the union. The 
Teamsters' enemies who are headquartered in the City 
of London are at th is moment planning a scenario to use 

a Teamster strike to help promote a "Crash of '79" 
which would have among its effects the chaotic collapse 
of the U .S .  economy and the U .S .  dollar .  The Teamsters 
woul d then become the perfect scapegoats. 

The same elements inside the Teamsters who are 
promoting thi s "strike strategy" are cuddling up with 
the union's arch enemy, Sen . Edward Kennedy (0-
Mass) . When confronted, such i ndividuals say they are 
merely recognizing "political reality" that Kennedy will 
li kely be President in 1 98 1 .  Saner elements within the 
union leadership,  who know the history of the pro
British ,  anti-Teamster Kennedy family know precisely 
what a Ken nedy presidency would mean for their union 
- and shudder at the thought . 

If these were the only alternatives under discussion 
the Teamsters would have lost. But there is a third 
grouping of Teamster leaders who have increasingly 
come to recognize the need to formulate an actual win
ning strategy. 

These leaders are coming to recognize the need to 
mobilize both the membership of their own union and 
the American popUlation behind policies recommended 
by the U .S .  Labor Party, calling for expanded trade and 
high-technology economic growth if the Teamsters are 
to win a decent contract. This policy recognizes the 
political reality. 

At the moment, this is clearly a minority position 
within the Teamster executive. But it is important to 
note that several months ago, this position and group of 
leaders hardly existed . The Carter Administration's 
austerity policies have had a shattering effect on  many 
of the old guard Teamster leaders, who were, until very 
recently , clinging to their ideas about horse-trading. 

Our sources report that Teamster President Frank 
Fitzsimmons has stood on the sidelines while this 
debate rages . They say that Fitzsimmons is trying to 
straddle all three positions .  He is reportedly afraid to 
alienate any of  the participants. The Carter Administra
tion is clearly counting on Fitzsimmons's profile as an 
able "horse-trader" to keep him within the austerity 
framework . H owever, Fi tzsimmons  is reportedly 
growing tired of being known as everybody'S patsy . 

From the Teamsters' standpoint, it is getting late. 
The master freight agreements expires March 3 1  and 
sources indicate that it will take several weeks to nail 
down an agreement , even if basic points are agreed to. 
The pressure on Fitzsimmons to take decisive action is 
expected to increase. 

-L. Wolfe and M.  Moriarty 
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LABO R PERISCOPE 

AFL-CIO leaders u pset 

by Ca rter C h i n a  pol icy 

. Sources close to the A FL-CIO Exec
ut i ve B o a r d ,  n o w  meet ing  i n  
F lorida ,  report that several top 
leaders are worried that the Carter 
Adm inistration's China policy will  
lead to global war.  Some leaders of 
the stee lworkers ,  longshore an d 
building trades are dubious of Car
ter Administration officials' private 
assurances that "everything is under 
contro l . "  

C h i nese V ic e  Prem ie r  1eng  
"made an ass out  of  a l l  o f  Carter's 
people," said one AFL-CIO leader. 
The Chinese "want the U .S .  and 
Russi a  to destroy each other . . .  
that' s their game," said another. 
The whole Federation  is upset with 
the ab ando nment of Taiwan in 
favor of the PRC. 

S e n i l e  A F L - C I O  P r e s i d e n t  
George Meany and Secretary Treas
urer Lane K irkland however, have 
reportedly bought the briefing l ine 
coming from Washington that the 
Chinese invas ion of  V ietnam is 
"pun itive and l imited ."  They are ex
pected to back Carter's denuncia
tion of "Vietnamese and Chinese 
aggression," call for the pullout of 
Vietnamese from Cambodia, and 
Chinese from Vietn am . More sensi
ble leaders fear a "wider war" and 
"hope" that Carter and National 
Security advisor Brzezinski haven't 
al ready committed the U .S .  to back 
China against the USSR.  

Some leaders say they wi l l  back a 
resolut ion condemning Chinese  
aggression and say that the U.S .  
should not  back China - even i f  the 
Soviets are forced to support Viet
nam . 

26 U .S .  Report 

Teamster President Frank Fitz
simmons is reportedly very worried 
about the course of developments in 
Indochina .  He is said to have war
ned a meeting of the Teamsters Cen
tral Conference that the Chinese in
vasion of Vietnam could "lead to 
World War I I I . "  

* * * 

PROD fal l ing a part: PROD, Inc . ,  the 
Kennedy-machine controlled "dis
sident" grouplet in  the Teamsters, is 
fal l i n g  apa r t .  P R O D  n at i o n a l  
leaders are trying t o  hush u p  the 
news that the group has split irito 
two, with a new "PROD" holding 
an organizational meeting in  St .  
Louis last week . Many less commit
ted members have left the group 
totally .  

. 

PROD fell apart, sources report, 
because the group couldn't dispute 
charges by the U .S .  Labor Party, 
which were circulated by Teamster 
leaders, that PROD was part of an 
anti-Teamster consp iracy . "Truth 
sq uads" organized by both the 
Teamsters and the USLP destroyed 
PROD morale and produced devas
tating defeats in recent local elec
tions.  

A faction of  the PROD execu
t ive board demanded that key 
PROD controllers Arthur Fox, a 
member of Ralph N ader's legal 
network, and Steve Early, a veteran 
of J oseph Ra uh-di rected insur
gencies in the mineworkers and 
steelw or kers un ions, refute the 
Labor Party charges or step down .  
They refused, and PROD split .  

EXECUTIVE I NTELL IGENCE REVIEW 

The new group attacks Early and _ 

Fox and spurns foundation money . 
It stays committed to PROD's anti
teamster tactics. Early and Fox keep 
the national staff, keep control over 
the newspaper "Dispatch ,"  an d 
move toward a merger-all iance with 
the more radical , Teamsters. for a 
Democratic Union (TDU) around 
the upcoming master freight con
tract. 

* * * 

Not so strange bedfellows: Separate 
contract negotiations began last 
week between Cesar Chavez's Un
ited Farmworkers and the Imperial 
Val ley-based lettuce grower, Sun 
Harvest Inc . ,  in what U FW organ
izers hai led as their first "major 
break" in the four week old lettuce 
strike. 

Sun Harvest is a wholly owned 
subsidiary of the United Brands 
Corp . ,  and it seems that Chavez and 
United Brands share a great number 
of common concerns and friends. 
United Brands is headed by the 
Detroit-based Max Fisher, a top 
man in  the same Anti-Defamation 
League, Zionist lobby · circles who 
reg u l a r l y  p u m p  m o n ey i n t o  
Chavez's  U FW. 

Chavez's cohorts in California 
recently filed suit in  State Court to 
block funding of research and devel
o prrient of new machinery that 
would do away with much back
breaking stoop labor. Chavez says 
he wants to protect the "right" of 
his workers to their stoop labor 
jobs. 

United Brands shares his "con': 
cern" :  they are among the most 
vigorous supporters of labor-inten': 
sive, 'appropriate' agricultural tech
nologies for the developing sector of 
the kind advocated by the World 
Bank, the International Monetary 
Fund, and Sen . Edward Kennedy 
(D- Mass). 

U nited Brands was one of the 
first outfits to recognize the anti
tech no logy U FW severa l years 
back .  It seems they still th ink 
Chavez a loyal field hand. 
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Strateg i·c reserve p lan hits EMS 
Oil grab would prepare U.S . , B ritish Com m o n wealth fo r war 

The proposal for a Western Hemisphere strategic oi l  
reserve has been around for some 20 years. During that 
time, it  has been firmly rejected by two Venezuelan 
governments , by the Mexican government , and by the 
V .S .  Eisenhower Administration,  during whose tenure 
in office the plan was first ci rculated . 

Today,  however , the reserve proposal i s  being 
v igorously revived by forces in  and around the Carter 
Admin istration. It was a major goal of Carter's Mexico 
trip, and, in the world strategic circumstances , i t  is  
taking on a new and dangerous significance. With the 
Middle East under continuing pressure of destabiliza
tion from British-centered intelligence networks ,  the 
Western Hemispheric reserve is seen by geopolitical 
strategists as nothing less than an attempt to grab a 
secure Anglo-American oil supply in  the event the sup
ply of Middle East oil dries up entirely: i t  is  a plan to 
break up the Organization of Petroleum Exporting 
Countries and, in effect and in the eyes of its architects , 
an Anglo-American deployment for world war. 

The target i s  clear: the emerging European Monetary 

System. With the V .S .  turning to Latin American sup
plies and the Vnited K ingdom relying as well on the 
North  Sea, as the scenario prescribes, the collapse of 
M ideast fl ows could be used for total economic warfare 
directed against West Germany, France, and Japan -
the pillars of the EM S. K nock out the EMS,  and reverse 
the strategic anti-London pol icy orientations of these 
governments, and general nuclear war with the Warsaw 
Pact - as the Reserve's proponents know - becomes 
imminent.  

The m o ve to turn Mexico into Washington ' s  
"backyard" supp lier is being run by the  h ighest circies 
of Anglo-American policymaking, with Zbigniew Brzez
inski and James Schlesinger as the inside players in the 
cabinet and Edward Kennedy serving as the primary 
political spokesman and control point for the project. 
Pl aying a key ro le are also elements of  the Anglophi le 
"Zionist lobby." 

The geopolitical thinking behind the Mexico-Latin 
American shift was made starkly clear in  an address to 
the executive board of the Anti-Defamation League of 

C o u n c i l  of the Amer icas' sec ret memo to C a rter 

The Council of the A mericas, the business organiza
tion representing the 200 leading U. S. corporations 
doing business in Latin A merica, presented Presi
dent Carter with a confidential memorandum out
lining a series of "policy approaches" for relations 
with Mexico just prior to his visit there. The Coun
cil 's memorandum, obtained by this journal, pre
sents proposals for making the U. S. the mediator for 
oil deals between Latin A merica and such nations as 
Japan ,  and makes it bluntly clear that the goal is to 
place control of Mexican and Venezuelan oil 
marketing in U. S. hands. Both Japan and Mexico 
hOl'e already rejected several features of" the memo,  
excerpted heleJl1 ' . 
. . .  Mexico has increasing commitments to export 
oil to Japan.  If an arrangement could be made for 

Mexico to ship Alaskan o i l  from Valdez to Tokyo 
and swap Mexican oi l  on the East Coast for 
delivery to the V .S . ,  there could be a savings for 
both parties of up to $5 .00 a barrel. 

. . .  For strategic and economic reasons, i t  is 
most important for the V .S .  to reconsider the 
purchase of Mexican gas and to make long term 
com mi tm en ts to M exico for its petroleum 
products .  

. . .  C re a t i o n  of a B i n a t i o n a l  E n ergy  
A uthority . . .  (to take charge) of long term joint 
planning and coordination o f  energy interchanges 
between the V . S .  and Mexico . 
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the B'nai B'rith in Miami last week by a Kennedy energy 
consultant . The Administration,  said Lawrence Gold
muntz, must force Mexico to build a pipeline to the U .S .  
for "mil itary" as  well a s  economic reasons. " In  the case 
of a conflict, even a limited one," he explained, "the 
Navy cannot guarantee supply from the Persian Gulf, 
Africa or Indonesia ."  The capacity of the proposed 
pipeline: eight mil l ion barrels per day - almost the 
equivalent of total Saudi A rabian exports. 

Mexica n resista nce 
Mexican is saying no to the entire scheme with a 
vehemence that only the fantasy-ridden Carter Admin
istration could ignore. In an address to his nation 
celebrati ng i ts republican institutions, Pres ident Jose 
Lopez Portillo said Feb . 5 :  "Mexico will use its (oil) 
resources as it sees fit and exclusively as it sees fit. . .  for 
its national interests ."  Mexico will "never deviate in 
response to bilateral greed ."  He clarified that his coun
try is more than will ing to sell oi l  to the U .S.  provided 
Washington decides to join in building a new world 
economic order (such as embodied in the EMS) ,  in 
which Mexico's resources would be seen as what Lopez 
Porti l lo  ca lled "patrim ony of humanity . "  The point is 
clear: n ot a drop of  M exican oil for war plans . 

Sources in another Washington lobbying firm, with 
ties to the offices of both Kennedy and Schlesinger,  have 

We m u st g et Mexico's 

- Ke n n edy 

o i l  

revealed that Kennedy is launching a parallel bid for 
control over Venezuelan oil as well , and is expected to 
issue a policy statement soon calling for the same sort of 
"special relationship" he seeks with Mexico . Schles
inger deployed high-level DOE official James O' Leary 
to Caracas only two weeks ago to do initial scouting for 
this angle of the overal l project (see below) . 

Accordi ng to the outlines of the Carter-Kennedy 
policy proposals, key Latin American oil producers -
particularly Mexico and Venezuela .,.- would become 
locked into long-term purchasing arrangements with 
Washington on a "preferred" basi s. "Preferred" does 
not necessarily mean the U .S .  would get a bargain price; 
the key consideration is guaranteed supply in excep
tional ci rcumstances-such as war. In fact, the general 
expectation i s  that a cutoff of Middle East oil supplies 
through I ran-style destabilizations wi ll drive world 
prices into the $25 per barrel range . 

The hemispheric scheme would m ean  l im ited 
sovereignty for Latin American suppliers . The Council 
of the .Americas, a business organization l inked to the 
Council on Foreign Relations, has prepared a study for 
the White House laying out precisely how this would be 
put into effect . The memo (see below) calls for Mexican 
oil p roduction and marketing to be placed under the 
contro l of "a Binational Energy Authority" under de 
facto U .S .  domination .  

dependence on imported oil  from 
the Middle East to the Western 
Hemisphere . . . .  

Senator Edward Kennedy unveiled his 
most recent campaign to define Mex
ican oil as part 0/ the U. S. strategic 
reserve in a speech delivered Oct. 12 ,  
1 978 t o  the Inter-American Press 
Association in Miami. Notably, Ken
nedy called for such 1M F-linked 
institutions as the World Bank and 
the In ter-A merican Development 
Bank to finance hemispheric oil 
expioration as further means of shif
ting U. s. dependence away from the 
Mideast .  His aides told reporters this 
was the most important policy thrust 
of the speech. 

The wonder is why Mexican oil 
and gas resources have been given so 
l ittle attention and priority by the 

Admini strati on . Al though some 
esti mates indicate that Mexico could 
both meet i ts own vital develop
ment needs and supply 25 percent of 
Un i ted State s  imports  by 1 990, 
Mexico appears not to have be.en 
taken seriously into account by the 
United States . . . .  We have failed to 
accord Mexico the same attention 
and respect offered countries such as 
I ran  and Saudi Arabia . . . .  I believe 
we can formulate arrangements of 
long term mutual benefit to both 
M exico and the Uni ted S tates ,  
arrangements which address our 
respective interests and concerns in 
a balanced and long term man ner. 
And I believe we can do  so in  the 
co ntext of steadily shifti ng our 

I believe that the governments of 
this Hemisphere should establish a 
much larger fund to finance dri l l ing 
activit ies ,  both by state-owned 
enterprises and private companies .  
In  addition to  the  World Bank ,  the 
I nter-American Development Bank 
should finance both exploration and 
drilling efforts . . . .  

' K e n nedy s h o u l d  

c u t  rheto r ic '  

In  the fol lowing interview , a top 
Washington energy lobbyist long 
a ss oc ia ted  w it h  the  " st ra teg i c  
reserve" project and also connected 
to Senator Edward Kennedy's of
fice ,  outlines the current status of 
the Venezuelan aspect of the hemi
spheric operation .  After describing 
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The  reserve: 
who's p u s hing i t  

defense stockpi les . The same Pentagon office that makes 
these procurements, in fact ,  would run the logistics of 
the reserve. M oreover , there is existing "stand-by" 
legislation that would empower the Pentagon, in 
coordination with the Department of Energy, to enter 
into di rect purchasing contracts with world suppl iers for 
general U . S .  consumption .  This is the authorization that 
would be used to launch "p referred" contracts with 
M exico and Venezuela,  putting thei r oil in a category of 
de facto strategic reserves alm ost as secure as the 
Louisiana salt domes . As  one source c1use to Sch lesinger 
commented this week, "Al l  the President has to do is 
sign it. You don't need any emergency or crisis ."  

The oi l  crisis in 1 973  gave renewed impetus to the hemi
spheric reserve policy ,  which was first floated in 1 959 .  
But the biggest boost  came with the inauguration of · 
Jimmy Carter and his appointment of James Sch lesinger 
as Energy Secretary in early 1 977 .  

Under Schlesinger the  hemispheric reserve policy ad
vanced on two levels .  First, the strategic reserve, an anti
OPEC stockpi le stored in  Louisiana salt domes, became 
law. Second, efforts to nai l  down M exico and Venezuela 
as U .S .  "preferred" suppl iers were intensified.  

The outl ines for the stockpi le legislation were 
presented to Henry Jackson's  Senate Energy Committee 
in January 1 977 by national security and oil consultant 
M elvin Conant - before Carter was even official ly in 
office .  It was Conant's testimony, applauded by 
Senators Jackson, Kennedy, and Jacob Javits ,  plus his 
lengthy m emo to the Pentagon that provided the 
groundwork for the plan.  

By the sum mer of 1 978 the decision was made by 
Sch lesinger, K ennedy ,  et al . to reappraise Mexico as an 
a l ternat ive supp l ier to the M i deas t .  Consu ltant 
Lawrence Goldmuntz placed a July ca ll to arms in the 
Wall St reet Journal urging the Admin istrat ion to use 
Mexican oil as a tool to bust OPEC .  Goldmuntz' s piece 
was fol lowed by a major feature on the same theme in 
the August 1 9  issue of the New RepUblic. Not only did 
Kennedy have both of these articles entered into the 
Congressional Record, but the New RepUblic feature 
was written in  coordination with his Capitol Hill staff. 

The l egislation itself is an expansion of pre-existing 
Pentagon authority to purchase oi l on world m arkets for 

By l ate August, according to the Montreal Gazette, 
the B'nai  B 'rith was "lobbying on an international 
scale" to "coordinate the role of American and Mexican 

how the Administration i s  seeking 
some form of long-term "privi leged" 
agreement regarding both conven
tional and extra-heavy Venezuelan 
crudes , our interviewer noted that 
this has been a long-standing goal of 
Kennedy and Sch lesinger . 

Q: This has never washed with the 
Venezuelans .  Wha t  makes the  
Administration think they 'lf buy it 
now? 
A :  Wel l ,  Herrera Campins (Vene
zuela's president-elect-ed .)  has hin
ted that he wi l l  be more open to the 
idea of foreign participation in the 
Orinoco . . . .  But this is not the m ain  
point .  The key thing is  to  guarantee 
a market for i t  (the Orinoco heavy 
oi l -ed . ) .  

I ' l l  tel l  you who  is very interested 
in this prob lem:  Senator Kennedy . 
He may soon put out a public state
ment on this .  You know, he believes 
strongly in this hem ispheric system 
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idea. The problem is  that he's been 
b last ing O PEC lately in this context. 

Q: Th a t ' s  exa c t ly wh a t  t h e  
Venezuelans have always denounced. 
They 've always said the u. s. "hemi
spheric " approach is just a move to 
bust OPEC and therefore they want 
no part of it . 
A :  That's exactly what we've been 
trying to tell him . He's got to cut 
that out if  this thing's going to go 
anywhere . The terrible thing is  that 
people here (in the U . S .  -ed. )  think 
that because of all this concern for 
Mexico and Venezuela, they believe 
we' l l  get a price break .  That has 
nothing to do with it . The key thing 
is  the market. What we should do is 
walk in  there (Venezuela - ed . )  and 
say, OK, we' l l  guarantee 80 percent 
of your exports with long-term con
tracts , including the Orinoco oil .  
The (U .S . )  government has  the 
authority to do th is .  It 's  standby,  
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but al l  you have to do is  have the 
President  sign it. No emergency or 
crisis is needed. 

Q: But isn ' t  this the strategic reserve 
authority? 
A :  Well , i t 's  part of the same legis
lation .  

Q: You said the  u. s. should guaran
tee a market for the Orinoco. The 
cost of producing Orinoco heavy 
crude is prohibitive at this point .  
A ren ' t  you saying that with Iran 
knocked out and as chaos spreads in 
the Mideast, the world price for oil 
will skyrocket, thus making the Orin
oco profitable? 

A :  Right . Everything ha� changed 
s i n ce I r a n .  I f  I w e r e  t h e  
Venezuelans, I 'd  invest heavily in 
the development of the Orinoco 
rather than put money into nuclear. 
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B'nai B' rith members in the development of Mexico' s oil  
resources ." A ful l-scale pressure campaign was worked 
out in a week- long B'nai B' rith conference in New 
Orleans Sept .  1 7-25 .  During this same period, Bernard 
Lewis,  the British academic based at Princeton Un iver
sity and architect of detailed plans for returning the 
Middle East to warring tribal sects, paid a sudden and 
secret visit to Mexico. 

National Security advisor Zbigniew Brzezinski 
began to transform the Kennedy-B'nai B' rith lobbying 
effortinto official White House pol icy in October, when 
he began drafti ng Presidentia l Review Memorandum 
4 1 ,  wh ich calls for using Mexico to break OPEC and for 
the creation of a North A merican Common Market as a 
means of securing Mexican oi l  supplies .  

In their own words 

Two architects of the "strategic reserve policy are the 
New York Council on Foreign Relations , in its 1 977 
book Contemporary Venezuela and I ts Role in Inter
national A ffairs, and oil specialist Melvin Conant ,  who 
broached the idea in January 1 977 testimony before 
Senator Henr\ ' Jackson 's Senate Energy Committee, 
and, prior to that ,  in a report for the Pentagon. Below 
are their views of the policy. 

Melvin Conant ( testifying before the Senate Energy 
Comm ittee) : The U .S .  can embark on an un
precedented effo rt to expand supply sources outside 
the Persian Gulf, to three h ighly prospective areas in 
this '  hem isphere . , .  Canada, Mexico (and the Carib
bean basins) and the Orinoco Belt of Venezuela .  
Success  in developing oil resources in these three . . .  
should give so l id assurance that the U . S .  can with
stand contrived supply shortages . 
Counci l  on Foreign Relations: The United States 
should accept the need to devise a comprehensive oi l  
import plan,  a plan which would,  on the one hand, 
take into account a "profile" of preferred import 
so urces, and would on the other, involve the exercise 
of authority over import decis ions rather than leaving 
these largely to private companies . . . .  I t  would seem 
advisab le to form a regional system of consultation 
involving both consumers and producers - a kind of 
Western Hemisphere Energy I nsti tute - to exchange 
in formation and try to coordinate regional supply de
ci si on s, especial ly between the Un ited States and such 
countries as Can ada, Mexico and Venezuela .  

T h e  Go l d m u n.tz way 
In the following interview, Lawrence Goldmuntz, a 
Washington energy consultant who recently briefed the 
executive board of the B 'nai B 'rith A nti-Defamation 
League on his proposals, outlines his plans for replacing 
Middle East oil by a Latin A merican strategic reserve. 

Q: How do you see bringing Western Hemisphere oil 
production- into play as an alternative to dependence on 
Mideast supply? 
A :  Basically. the idea is that the U .S .  should write 
purchase orders to Venezuela and Mexico, for the long
term - 20-25 years - at world p rices. Take the example 
of Venezuela . Venezuela's heavy oi l  is produceable at to
day's prices . . . .  If we give them a purchase order , that 
can be discounted  at banks and gives Venezuela the 
means to develop their more expensive oi l .  

We shoul d  give the same purchase orders to Mexico 
- this m ust not be an opportunity for bi lateral tension . 
And it should be an arms- length transaction, govern
ment to government . 

We face an international oi l  cartel which is unstable .  
We need to attack that  problem . 

What are the advantages to the Latin American ap
proach? One, it sat isfies our mi l itary requirements . Two, 
i t  can be an element in North-South negotiations .  Three, 
it can lead to l ower prices . 

Q: But won ' ( it mean raising prices if high-cost 
Venezuelan crude is produced? 

A :  God gave Mexico l ow-cost oi l ,  Venezuela, high .  
Tough for Venezuela .  Let them fight i t  out .  We can take 
from them both , at world market prices . 

Q: A ll signs from Lopez Portillo in Mexico are that he 
will keep Mexican production pegged to Mexican oil and 
revenue needs, and only open up more in the context of 
new world economic arrangements. Getting locked into 
contracts with the U. S. doesn ' t  .seem (0 be what he 's 
talking about .  
A :  Y Oil never know how cold the water is until you stick 
your feet into it. Of course, col laterally, we must discuss 
immigration, tomatoes, and al l  those other fine things. 

Q: SO the. purchase contracts would be discountable by 
Mexico or Venezuela? 
A :  That's right.  They are fungible instruments. The 
whole thing came out of a talk with Schlesinger .  He was 
saying, "I can't compete with the Japanese ."  They' re of
fering ' de�eloprnent aid in return for the contracts . I 
said, "You don't have to ." With these purchase con
tracts ,  we get long-term supply and the producing coun
try can- exchange the contracts for whatever they need 
on the international markets to develop the oi l .  This is 
how tt1�' 

J�panese are buying coal from Australia. 
Schlesi nger said, "write it up ."  

30 E nergy EXECUTIVE INTELL IGENCE REV'
IEW Feb.  27-March 5, 1 979 



1(;*.%0' , 1A£O·. · · M· '· . C· ' S  ) , . . .. · =%bf ." n . 

Ba n k i n g co nfa b tu rn s i nto f ig ht  
IM F credit rationing vers us EM F len ding the iss ue 

Exclusive to E.'U!('uTiI'e InTelligence Review 

International bankers at the Feb. 1 4- 1 5  London Finan
cial Times world business conference in Frankfurt wit
nessed a remarkable open clash among central bankers 
and other senior officials .  

On one side were British spokesmen and others -
including Italian Confindustria president Guido Carli 
and Robert Solomon of the Brookings I nsti tution -
who identified themselves with the British position . This 
group war ned the leaders of the n ew European 
Monetary System (EMS) against expanding into a new 
credit channel outside Europe, and sketched their own 
policies of credit rationing and I nternational Monetary 
Fund ( I M F) survei llance for the 1 980s. 

On the other side, Otmar Emminger, president of the 
West German central bank, the Bundesbank,  opened 
the conference by flatly informing the audience that, 
despite delays in formal EMS inauguration early this 
year, "we have already been living for some months in a 
de facto EMS" which has proven its ability to introduce 
virtual fixed rates among the eight members - the 
European Community (EC) minus Great Britain -
without large central ban k interventions . 

In response to a question from this publication,  Em
minger also gave a low-keyed public confirmation of the 
EI R's report last month about the way in which the 
EM S's European Currency Unit clearing system will 
serve to draw increasi ng proportions of participants' 
total gold reserves into activation at a three-month 
average of the market price, beyond the initial 20 per
cent of gold and doll ars to be pooled in the European 
Monetary Fund (EMF),  effectively remonetizing gold as 
backup for EMS credits . , 

Bank of England Governor Gordon 'Richar'dson 
responded to Emminger by stati ng that 'thetJK intends 
to participate in future rounds of tal ks' on the EM S, 
from which Britain and its bargaining demands for con
cessions were excluded at the end of last year.  He went 
on to insin uate that London hopes to disrupt EMS 
parities by  fostering what he  called "differen,tifll flQws" 
into member currencies . Richardso n stated that 
currency rates are less important than "pol ic.y ,�()ord ina
tion," by which is meant cutbacks of continental in
dustry; then he threatened to undercut ."the i�tegration 

that has been achieved" by forcing an EC budget crisis .  
Senior Brookings fellow Solomon put this string of 

positions in a more coherent l ight by clarifying that 
there are two opposed pol icies of "coordination" at 
stake.  H aving predicted that the E M S  currency 
stabilization will "break down," he stressed his vain 
hope that "the creators of the E M S  would have em
ployed the Special Drawing Right" instead of the ECU, 
and "avoided competition with the I M F."  He voiced his 
fear that the poorer European nations will no longer 
seek to borrow from the I M F  and urged the EMF to 
"lend only to EMS members" and thus "confine the 
damage to the I M F. "  To the audience, the contrast was' 
unusually cleat' between the I M F's  trickle of credit to 
past and present clients like Italy under destabi lizing 
conditionality, and the potential multiplier of credits 
based on the EM F's $35 bil l ion-plus gold-dollar 
reserves . 

Solomon ' s  effo rts  to present these v iews as 
"American" were questioned by an Executive Intelli
gence Review correspondent who requested him to 
justify the record of declin ing industrial exports and 
deter io rat i n g  cap i ta l  fo rmat io n l ogged by the 
Brookings-dominated Carter Administration .  Solomon 
replied that "Europeans  wouldn't mind the U .S .  run
ning a trade deficit if only the dollar would stop fal ling ."  
He  looked around for applause ,  which did not 
materialize. 

In fact, most West German bankers and industrial 
delegates simply left the room during the Richardson
Solomon interlude, especially after Richardson referred 
to Emminger as "a snake in the snakepit ." 

Hoffmeyer on the EMF 
The most notable sequel to this fight was a speech by 
Danish central banker Hoffmeyer, who began by 
criticizing Solomon and affirming that he "strongly dis
agreed with the British view ."  He spoke more forcefully, 
if still som ewhat obliquely, than most of his EMS 
col leagues about the new system's intention of gradually 
implementing a two-tiered world credit structure slanted 
to favor long-term, low-cost lending for industrial 
development and related purposes . 

Hoffmeyer cited the "unwritten rules" of the EMS, 
including "less  doctrinaire" attitudes toward interest 
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rates . This j ab at the I M F  and London's Euromarket 
s uzerai nty was followed by a reply to Solomon:  there are 
numerous ways, he said, in which the EM F "can operate 
in the market for both EMS and nonmembers ."  This in
cludes acceptance of  nonmember deposits at rates 
"competi tive with" rates on deposits in the strongest 
currency in  the system - i.e . , with the 4-5 percent West 
German levels .  

Hoffmeyer did not draw out the lending s ide of the 
equation,  but EMS potential to centralize l iquidity and 
recast flows and costs of credit was made so plain that 
British merchant banker Edmund Dell ,  the former trade 
minister, prem aturely dissolved the conference, announ
cing "We' re al l so confused now by the opposing views 
put forward that I'm sure you don't want to hear my 
closing remarks - so I shall j ust close the conference." 

Earl ier, Dell had presented the view that trade 
protectionism I S  inevitab le and no deliberate net expan
sion of world markets along EMS lines can be created . 
EC vice-president Francois-Xavier Ortoli, who with 
Roy Jenkins has made the Brussels European Commis
sion an outpost of British hostil ity to the EMS, 
retreaded the London Economist's cal l  for the EMS to 
be made into a sub-organ of the I M F, with "supervisory 
responsibility" over all domestic economics policies ,  but 
drew scant response with this effort to appeal to West 
German "conservatism ."  Sir Eric Roll of the Warburg 
bank, for decades a Bank of England- IM F-OECD 
strategist, was the most spectacular on the credit ques
tion with his formulation of what to do with the $600 
bill ion in Euromarket l iquidity - this, he said, is 
precisely the magnitude of the borrowing needs of the 
People's Republic of China, and "I don't think we are 
overshooting ."  

What brought these scenarios home to the less atten
tive l isteners was the British admission during the ques
tion periods that a substantial precondition for their 
contractive policies is a large increase in the price of oil . 
Guido Carli went so far as to propose a new "petro
dollar recycling bond" which in effect would be used by 
British Petroleum, Royal Dutch Shell and whichever 
American majors joined them, to regulate world credit 
through "advance payment purchase" securities 
drawing on "unused oil  revenues ."  

Combined with Rol l ' s  announced intention to 
arrange the deposit of hundreds of bil l ions in Euro
dollars with the Bank of China in  London,  the policy of 
an astounding supertax on the world economy for the 
account of Peking and the City was briskly articulated . 
What also became clear i n  the course of the speeches 
was that none of the British or British-all ied speakers -
including Fiat chief Gianni Agnelli ,  who polemicized 
against the idea of advanced-technology exports to the 
Third World, regarded American policymaking at pre
sent as anything but a useful convenience . 

� -Mark Tritsch, Frankfurt 

with Susan Johnson, New York 

Ba n ke rs' co nfe rence 
Following is a series of excerpts of presentations by 
participants in the London Financial Times world 
business conference. The portions here highlight the 
polarization of opinion between the bankers and officials 
present as to whether to continue to accept the domina
tion of the austerity promoting International Monetary 
Fund or the opportunities for growth available through the 
European Monetary System. 

"The EMS fu nctions . .  , "  

A n  excerpt from the conference speech by Bundesbank 
President Otmar Emminger is followed by his comment 
during a question session. 

The present exchange rates of the Italian and French 
currencies seem to be entirely credible in the market
place and appear wel l  suited as entry rates for the EMS.  
In the "snake" the Deutschemark has over the past four 
months been persistently i n  the lower band against the 
other currencies. Since last December, indeed , the 
currencies of the EM S have moved continuously inside 
the margins which would have been obtained had the 
EMS entered into force at the start of this year. Thus, as 
co ncerns the exchange-rate structure, we have al ready 

B rit i sh  ba n ke r: I hope LaRouche 

Following. with minor deletions. is the transcript of an 
Executive Intelligence Review interview with Henry 
Tiarks at the London Financial Times " Finance and 
Trade in the 1 980s " conference in Frankfurt. Tiarks is 
a retired international banker. father-in-law of the 
Marquis of Tavistock . associate of the Devonshire 
family. and currently a Swiss resident. 

Q: Mr. Tiarks. u. s. Labor Party presidential can
didate Lyndon LaRouche is working to create an 
A merican national leadership capable of breaking the 
" special relationship " to England and linking with 
France and Germany to . . . .  
A :  I hope he breaks his neck .  

Q: Can I quote you? 
A :  I 'd  rather not, old boy, you know I 'm just a retired 
ban ker, no influence at all ,  what I say isn't that im
portant, I'm very old.  
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debates futu re of wo r l d  eco n o my 
been l iving for some months in a de facto EMS,  and 
have been doing so without any particular support by 
central ban ks (except fot some intervention to prevent 
undesi red appreciation by the Danish crown) . . . .  

Q: Lord Roll introduced your speech with some remarks 
about gold. Could you tell us about the role gold will have 
in the future monetary system? 
A :  Gold has been phased o ut as an official basis for the 
monetary system - in fact that happened last April 
(referring to the I M F  conference in  Mexico) .  That's 
firstly - but secondly gold does stil l  have an important 
monetary role. The Bundesbank has the second largest 
gold reserves of all central banks, so we are not com
pletely disinterested in the question .  So,  we m ust have 
ways of using the gold reserves for, for example, official 
purposes like settling bal ance of payments, et cetera . 

There is the example of the Italian case, where some 
years ago Italian reserves were used as a pledge for a 
loan, partly provided by the Bundesbank . . . .  But now 
we have developed a new way of doing that - we are 
going to use the gold in the EMS as a new kind of pledge 
against the settlement of balances of payments between 
EMS member countries . As you know, 20 percent of 
dollar reserves and gold will be deposited as a pledge in 

b rea ks h i s  neck 

the EMS ,  a n d  in return members will get a means o f  set
tlement for balance of payments purposes. In this 
respect, gold can continue to play a further monetary 
role. 

H ow the fu nd wi l l  operate 

Erik Hoffmeyer, head of the Danish central bank , 
phrased his outline o{ EMF operations in terms oj 
currency defense. The broader potential was stressed the 
next day even hy the Feh . 15 Financial Times coverage oj 

the conference as the EMF absorbing global flow of funds 
it would then be in a position to redirect. He also signaled 
how the u. s. could be brought into gold-backed ECU 
clearing operations. Excerpts from Hoffmeyer's speech 
follow. 

The ambition of the initiators of the EMS has clearly 
been to lay the foundation for a more far-reaching 
change in the international exchange rate system . . . .  We 
have moved from the idea of a clean float to a more and 
more managed float, and the logical outcome could be 
some kind of negotiated floating . Target zones have 
already been proposed, but are hardly feasible. On the 

Q: res , you mllst he, sin ( 'e the Dlillese,\' Ifere huddies of 
YOllrs. 
A :  Oh, yes , but Allen went nuts in the end . . . .  

is only explicable by the Tri lateral having engineered 
the .whole thing because he is so stupid that they 
could completely manipulate and control the govern
ment once he was in .  

Q: But »-hat do you think ahout the  u. s. picture now? 
A :  Terrible, terrib le , there are people saying the 
Tril ateral Comm ission runs everything; do you think 
they do? I really don't  know, I personal ly was one of 
the fo unders of  the Bilderberger group , I 'm a close 
friend of Prince Bernhard, of course we both run the 
World Wildlife Fund and, I don't know, they say 
there is a world conspiracy between the Trilateral 
Comm ission, the CFT, the Bilderberger and so on .  
What do  you think about the Trilateral Commission? 

Q: It 's no longer the central institution . . . .  
A :  What do you mean,  not important? The whole 
U .S .  government is run by them . That's how Carter 
was put in ! You know; really I think Carter's election 

And anyway,  David Rockefeller is so stupid -
he's a good friend of mine but he' s really stupid . . . .  
Terrible situation now with Carter. Europe will leave 
NA TO soon.  Only way to stop it would be to put MX 
missi les in Europe . . . .  

Q: . . .  With that kind of policy we 'd he heading directly 
for nuclear war. 
A :  Oh, yes, it's 50-50. There could quite easily be a 
war. Kissinger has some debatable points. I ' l l  tell you 
who I 'd l ike to see president of  the USA . . .  that's 
General Haig .  

Q He 's a creature (){ Kis.finger 's . . . .  
A .  That speak s very well for him . 
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other hand, one has to think about how such a system 
might work . 

Instead of  fixed zones it would be possible to have 
systems that were activated ad hoc if the participants 
agreed on intervention . In this respect the proposed 
European Fund might play an important role. If funds 
were movi ng away from the dollar toward the Deutsche
mark, the Fund might intervene, both buying dol lars 
and debiting the U .S .  in ECUs and sel l ing short-term 
paper in Germany in order to offset the liquidity effects 
in Germany, which would be credited in ECUs by a 
sim ilar amount .  The essence would of  course be that the 
Fund bought dollars for Deutschemarks . . .  but the U .S .  
debt to the Fund  and  the German credit balance would 
be expressed in ECUs.  

In  th is  way the Fund could operate in the system for 
the European currencies and . . . it would have obvious 
advan tages compared with the present system, first, 
because the l iquid ity effects i n  Germany would ' be off
set automatically, which is not the case at present, and 
secondly because the q uestion of  exchange risk would 
become less extreme . . . .  

Surviva l of the fittest 

Former U. K. Trade Minister Edmund Dell 's speech at the 
Financial Times conference was titled . .  Pressures for 
Protectionism - Mercantilism and Free Trade in the 
I 980s. " 

I n  the last few years of economic depression it has 
been discovered by some, confirmed by others whose 
view of human history was not distorted optimistically 
by the exceptional growth and prosperity of the first 25 
years after World War II, that there is in fact no single 
key, . . .  no system of world economic management that 
reconciles the interests of al l nations .  On the contrary 
there is conflict. This is a highly competitive, Hobbesian 
world . . . .  I n  every nation and in every government  there 
is a '  basic protectionist i nstinct. . . .  

Don' t  invest i n  technology 

Fiat owner Gianni Agnelli, whose ties to international ter
rorism are receiving increasing attention in the European 
p ress , called for labor  in tensive  " appropria t e  
technologies" for the Third World in contradistinction to 
industrial exports: 

. . .  The continuing U .S .  payments deficit has created 
a vast, self-multiplying pool of nearly $800 bil l ion .  En
suriJig that these sums are invested according to rational 
economic criteria poses an enormous challenge to the 
financial community . . . .  We in Italy have our own 
catalogue of cathedrals in the desert. But it gives us no 
pleasure to see investments wasted in a similar fashion in 
other parts of the globe. 

Ro u g h g o i n g  fo r 
ba n k  ta keove rs 
Ongoing efforts by the City of London clearing banks to 
take over American banking institutions with aggregate 
assets of over $20 bil l ion have run into severe trouble 
with the U .S .  regulatory authorities and financial 
public. 

The real opposition to the return of the British fleet 
to A merican waters began with the U .S .  Labor Party's 
Oct .  4, 1 978  appeal to the Federal Reserve Board of 
Governors' that ' Hong Kong and Shanghai Banking 
Corpqration not be allowed to purchase Marine Mid-

. land on grounds that HongShang and Standard Char
tered finance the world drug trade. The Labor Party's 
subsequent . publication of the paperback Dope, Inc. , 
which has sold over 1 5,000 copies, has set off a popular 
backlash .  

Stock fal ls' · 
For example, widespread rumors the week of Feb . 9 that 
the Fed was about to reject Standard Chartered's  bid for 
control of Union Bank in Los Angeles brought Union's 
stock down sharply.  After SCB announced its bid for 
$33 per share last June, Union's stock jumped to $30 per 
share but tumbled below $25 on the February rumors. 

N .Y .  State Superintendent of Banks M uriel Siebert 
in fact astounded the market when she told the press in 
late January that " I  would expect a decision by the mid
dle of the year . . . I hoped to have a decision earlier . . .  
(but) We. stil l  have a lot of  material to sift through ." 

Sources say the NYSBD h'as three major objections: 

1. Accounting : As HongShang's auditors Peat, Mar
wick Mitchell & Co. and Price Waterhouse & Co . have 
told the Fed, "The Financial statements of HSBC are 
not required to (under the Hong Kong Companies Or
dinance) , and do not, comply with either United States 

. generally accepted accounting principles or regulation 
S�X of the U .S .  Securities and Exchange Commission ." 
H tmgSha'ng, for example, never reports i ts  real sources 
of income of profits - much of which could be drug
related . ' ; ,  
2 .  ReCiprocity : " 'We don't imagine the British authori
ties would letCitibank purchase Barclays or National 
Westminster," NYSBD officials are reported to have 
said, " and . until they clarify that position we don't feel 
we , have �eciprocity ."  
3. Public Reaction : The U,S .  fi nancial community is 
said . to have begun to complain at the "cheap fire sale" 
nature of, the wave of British takeovers more generally; 
they don�t f�el that the U .S .  banking system should be 
up for grabs just because the dollar is temporarily weak . 

. .. . :  , -Kathy Burdman 
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CREDIT  MA R K ETS 

M i l ler  h i n ts a t  recession , 

sig ns of cred it  t ig hten i n g  

David Rock efel ler,  cha i rman o f  
Chase Manhattan Bank ,  announced 
in a Feb . 22 Wall Street Journal in
terview that he foresaw V .S .  interest 
r a t e s  r e v e r s i n g  d i r ec t i o n  a n d  
shooti ng upward again ,  indicating 
that the push for upward interest 
rates of Federa l Reserve Board 
chairman G. Wil l iam Mi ller had in
deed won out as V .S .  policy. 

Rock efel l e r ' s  a n n ou ncem en t 
came as M i ller was busy sel l ing the 
V .S .  a Bank of England-authored 
package deal . I n  exchange for higher 
V .S .  interest rates, Mi l ler and his 
under st u d ies  h a ve a s su red the  
capital markets , the V .S .  dollar wil l  
for the moment remain a stable 
currency because the economies and 
therefore currencies of Europe and 
Japan wi l l  be crippled by the "oil  
shortage" (see Foreign Exchange) . 

I n  exchange for this deal ,  Chase 
and other money center banks have 
aban do ned their fight to lower in
terest rates - Chase had lowered its 
prim e to 1 1 . 5 percent j ust three 
weeks ago - and instead turned 
over  t h e  m a n a gem e n t  o f  t h e  
economy into M il ler's eager hands .  

Moving toward recession 
In test imony before the Senate 
Ban king Comm ittee Feb . 19, Mi l ler 
stated that the avai lab il ity of credit 
to industry an d agriculture must be 
cut back if the V .S .  is to halt infla
tion .  This, he emphasized , means 
slashing V .S .  money supply growth . 

M i l l er p rojected t h a t  V . S .  
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m o n etary  agg regates m us t  b e  
brought within m uch more n arrow 
bands than previously this year, 
forecasting increases in money sup
p l y  fo r 1 9 79  of the  fo l l o w i n g  
magnitudes: M I ,  1 . 5 t o  4 . 5  percent; 
M2, 5 .0 to 8 .0 percent; and M3 ,  6.0 
to 9 .0 percent . 

Of particular importance, Mi l ler 
laid stress on limiting the growth of 
M3.  I n  order to s low M3 growth, a 
num ber o f  econom ists ,  such as  
Fidelity Bank's  Lacey Hunt, have 
demanded a sharp increase in the 
reserve requirements on large Certif
icates of Deposit (CDs) , which make 
up a large portion of M 3  money 
supply. This would not only force a 
new regime of higher CD rates, but 
w o u l d  fo rce  V . S .  b a n k s  i n t o 
competitive bidding for large CDs 
with each other and  European 
ban ks .  Such competition was a ma
jor  source of the run-up in interest 
rates during 1 978 .  

While Mil ler assured the Senate 
Committee that , by moving toward 
a credit crunch, he was not trying to 
trigger a recession ,  he did admit that 
his policies may knock out the props 
of  the consumer sector - which is  
the single force holding up the V .S .  
economy. "H igher costs of  credit," 
Mi l ler testified, "will cause land 
developers and builders to put aside 
marginally profitable projects and 
the combination of higher house 
prices and mortgage rates will lead 
so m e  fa m i l i es to d efer h o m e  
purchases . " 
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As M il ler spoke, it was announ
ced that V .S .  housing starts in 
January had fal len 20 percent from 
the level of the month before. Some 
of this fal l was due to bad weather . 
But m ost  was caused by the catch
up effect th at higher interest rates 
are having on the real estate and 
housing m arket bubble. 

W i t h i n  h o u rs of M i l l e r ' s  
announcement, interest rates were 
being  tr iggered upward on the 
d omestic credit market . For exam
ple, the latest 1 3  week V.S. Treasury 
bi l l  auction closed Feb. 20 at 9 .39, 
up 10 basis poi nts from the previous 
o ffer ing .  A lso  on  Feb . 20, the 
G e n e r a l  M o t o r s A c ce p t a n ce 
Corporation (G MAC),  the largest 
trader of commercial paper, raised 
t he rate on its 90 to 1 79 day paper 
from 9 5 / 8  percent to 9 3 / 4  percent . 

The financi al press has predicted 
w o r s e  t o  c o m e .  O n  Feb . 2 1 ,  
Lawrence K ud low, vice-president of 
Paine Webber Jackson & Curtis, 
p red i c t e d  a s t e e p  r u n - u p  i n  
American consumer prices i n  the 
range of 10 to 1 2  percent over the 
next six months on an annual basis, 
because of "continuing Middle East 
turmoi l . "  Th is , stated K ud low,  
would lead V .S .  interest rates to  
move up by a percentage point . 

Some of  the press even went so 
far as to  report a possible repeat  of 
1 929.  Leon ard Si lk ,  the New York 
Times economics writer, wrote in 
that newspaper Feb . 2 1 ,  "President 
Carter faces a plight similar to that 
of Herbert Hoover, the one-term 
Republican President who had the 
misfortune to arrive in the White 
House j ust before the Depression ."  

Yet ,  there are sti l l  some signs of 
healthy resistance to Mil ler's Bank 
of England-authored package dea l .  
V .S .  corporations were back in  the 
Eurobond market in full force, with 
almost $400 mil l ion of new offerings 
scheduled last week .  The Eurodollar  
bond market was booming, reported 
the Feb . 2 1  Financial Times, because 
the Europeans continue to keep 
rates attractively low there, part of a 
larger European strategy to lower 
wor ld  l en di ng  rates  fo r h igh 
techno logy trade. 

-Richard Freeman 
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FO R E I G N  EXCHANGE 

Dol la r's  sta bi l i ty 

is d ece pt ive 

"I t  makes no  sense whatsoever ," 
remarked several West German and 
New York foreign exchange traders 
on the puzzl ing stabi l i ty of the U .S .  
dol lar a t  roughly 1 .86  deutsche
marks fo r the week  of February 1 9-
23 . Events m uch less dishearten ing 
than any one of  the week's  news 
developments - seizure of the U .S .  
Embassy i n  I ran , t h e  m urder of the 
U .S .  envoy to A fghan istan, a 7 per
cent plus rise in the price of oil -
have laid the dollar low period ically 
for over two years. 

GOLD 

The  simple explanation i s  that 
the gnomes of London ,  who, as we 
repo rted l as t  i s s u e ,  h ave been  
system at ical ly sel l ing the  dollar , op
ted during the week of February 1 9  
t o  calm the markets for the short 
term . Thei r obj ective was pol itical. 
Fi rst, the British desire to give 
critical support to Federal Reserve 
Chai rman G. W. M il ler's ins istence 
th at his 1 9th century-style high
interest rate p rogram can stabilize 
the dol lar .  (see "Credit Markets" )  

Second ,  the Br i t i sh  govern-

A pa use i n  

t h e  gold rush 

With the Chinese-Vietnamese war 
placing the world on the brink  of 
World War I I I ,  one would expect 
the price of gold bu l lion to go 
through the roof. Instead, the price 
has osci l lated i n  the $240 to $250 an 
ounce range during the l ast  week 
and has fai led to retai n  the $254 
record peak reached on Feb . 8 .  
Why? 

First, and most important, a 
pol itical deci sion was made in  Lo n
don and New York during the last 
couple of weeks to permit a tem
porary stabil ization of  the U .S .  
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dol lar on  world currency markets 
(see Foreign Exchange) . The dol lar 's 
relative strength is  based on the 
rigged oi l  price ri se and supply shor
tages to which the economies of  
W estern Europe and Japan are 
m uch more vulnerable th an that of 
the U .S .  

Second,  London sources report 
that the Soviet Union ,  the world's 
secon d largest gold producer, sold 
small  amounts of gold on  the Swiss 
market in the l ast few days . This was 
reportedly the first time that the 
Soviets have sold any gold since Oc-
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meni' s strategy to disband the new 
Franco-German European Mone
tary System, which formerly cen
tered on destabil izing the dollar to 
prevent i ts l inkage to the EMS, is 
now m ore broadly "geopolitica l ."  
Br i ta in reserves the right, as Bank of 
E n g l a n d  G o ve r n o r  S i r  George  
B o u l t o n  to l d  t he  I n s t i tu te  of 
Bankers Jan . 1 7, to stop the EM S by 
such I rani an-modeled turmoil i n  
Europe' s trading partners that 
France and the Federal Republic are 
themselves weakened . 

In  Sir George's words: 
"The M oslem world is  rapidly 

moving i nto a condition of religious 
civil war, and no matter who con
trols the Gulf, the supply of oil, not 
o n l y  fr om I r a n , w i l l  p robab ly 
shri n k .  I n  these c ircumstances , 
b usiness over most of Africa and the 
M iddle Eastern countries will suffer 
and consequent ia l  defaults  and 
bankruptcies wi l l  mUltiply . Western 
Europe wi l l  be affected by the rising 
price of oi l exacerbated by shor-

tober 1 978 .  The USSR is known to 
be an extraordinarily adept trader 
and generally manages its gold sales 
so as not to lower the market price. 
However , the occurrence of new 
Soviet sales j ust before the U .S .  
T r e a s u ry a u c t i o n  ( s c h e d u led 
original ly for Feb . 20 but post
poned d ue to weather) has caused 
traders to be somewhat cautious .  
The Treasury i s  auction ing 1 . 5 
m il l ion ounces each month as part 
of t h e  N o v . I d o l l ar - sup port  
package compared to only 300,000 
o unces earlier i n  1 978 . 

Third, other precious and in
dustrial metals have advanced shar
p ly ,  d ivert ing  i nvestor attent ion 
fro m  gold ( see  C o m m o d i t i e s ) . 
February-delivery s i lver, for exam
ple, rose over 35 cents to a record 
h igh of $7 .9870 on the Chicago 
Board of Trade on Feb . 2 1 .  At the 
beginning of February ,  si lver was 
trading for less than $7 .00. 

-A/ice Shepard 
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tages . Europe has no immediate 
al ternative source of energy and wi l l  
have to adapt economies to energy 
austerity and the abandonment of 
cher i shed  soc i a l  refo r m s ,  a n d  
governments wi l l  have t o  get used to 
electoral unpopularity . . . .  ". That is ,  
the Giscard and Schmidt govern
ments will fal l ,  and the EMS with 
them . 

Bolton then pointed out that this 
wil l  effectively destroy French and 
German currencies - and not j ust 
as "competitors" of the dollar. On ly 
oil- and agricultural-rich countries 
will have financial standing - Mex
ico, Britain ,  Canada, and the U .S .  
" It  may  seem paradoxical , bu t  the 
general forecast that the dol lar is a 
doomed currency as the price of oi l  
r i  ses i s  p robably wrong . . .  I can 
think of only one European cou ntry 
that has real possibi l ities of growth,  
anli the name may surprise you.  I t  i s  
Great Britain .  We are the only 
European country wi th surplus coal 
and oi l  resources." 

Of co urse, Boulton and the Bank  
have no desi re to see the  do l lar 
stabi l ized for good. Boulton h imself 
was the author of the con fidential 
Bank of England report, publi shed 
by Executive Intelligence Review last 
A ug us t ,  w h i c h  w a s  c i r cu l a ted  
among  Euro pean  cen tra l  ban k s  
predicting a total e n d  to the doll ar 's  
role as  the i nternational reserve 
currency . In fact ,  by deadl i ne, 
Boulton's office at the Bank of 
Eng l a n d w a s  repor ted ly  aga in  
pred icti ng a sharp fal l  i n  the U .S .  
d o l l a r  based  o n  the  g e n e r a l  
"collapse of  foreign credibi l i ty i n  the 
U . S. "  fo llowing the exposure of 
P r e s i d e n t  C a r t e r ' s s t r a t eg i c  
we!lknes ses  i n  hand li ng t h e  hot  
Chine�e invas ion of  V ietn am . 

The po int  i s ,  the City has put the 
central banks of the world on notice 
that they can rai se and lower the 
dollar at wi lI - as long as the 
American , continental European , 
and Japanese monetary authorities 
do not openly protest .  

CORPORAT E ST RAT EGY 

Qu estion m a r k  

over C h rysler 

The b ig  question mark hanging over 
Chrysler Corporation in  Detroit is 
whether the cu rren t temporary 
closings .at two of i ts  five domestic 
auto p lants are j ust  the beginning of 
the end for the nation's "No . 3" 
automaker. According to i nsider 
sources , un less Chrysler gets an im
mediate bail out from the Federal 
government ,  either in  the form of a 
loan o r  a speci al dispensation on  
environmental regulations, the  en
ti re firm will go ban krupt. 

. The first option has already been 
scotched . Because of an obscure and 
unpubl icized dec i s ion  taken by 
President Carter in January to l imit  
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federal  credi t  ass i s tance to any 
s ingJe co mpany to  $ 50  m i l l i on ,  
Chrysler was denied i t s  req uest ' for 
$250 mi l l ion in federal loan guaran
tees in early February . Chrysler has 
reappl ied for $50 m i l l ion worth . 

The domestic auto ihdustry en
tered February with the second 
biggest inventory of new cars since 
the sluggish days of the late 1 9 50s, 
when i ndustry o bservers began 
keeping track of them.  Chrysler at 
that time had a 1 1 3 I / 2  day supply, 
with al l but i ts subcompact cars in 
heavy oversupply. A 60 day supply 
is considerecl normal by the auto in
dustry .  Chrysler's b ulgi ng inven-
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One of  the most useful results for 
London of  the Feb . 1 9-23 do l lar 
stabil ization was to lu l l  Washing
t o n . C o n s i d e r  t he  trem endous  
pressure from Bonn and  Paris on the 
Carter Admin istration for a U .S .  
denunciation of Chinese depreda
t ions .  Consider the Europeans' in
sistence that in the interests of world 
peace " M oscow" ( i . e .  detente) 
"comes first" before the China card . 
British Ambassador Peter Jay is  
behind the in fact diametrically
opposed U .S .  encouragement of 
China;  his job of ins ist ing Washing
ton ignore European calls for sanity 
would have been made much harder 
if the U .S .  had had last week to call 
on the EMS central banks for dol lar 
support .  

-Susan Johnson 

tories and the record l oss it reported 
fo r 1 97 8  prom pted the current 
c losings at  Chrysler'S Lynch Road 
assembly p lant in Detroit and at a 
St .  Louis plant ,  which together em
ploy 7 ,900 auto workers .  In  l ine with 
the current trend in auto sales -
only General Motors is doing well 
by taki ng over an increasingly l arge 
share of the domestic market -
both Ford and American Motor 
Corporation also scheduled large 
temporary closings beginning Mon
day,  Feb . 1 9 .  

I n  December the New England
b ased Harbridge thinktank issued a 
report to the Federal government 
asserting that "even a mild reces
sion" might fin ish  off Chrysler and 
A M C .  

The o n e  other o u t  that hilS been 
momed for Chrysler was ominously 
suggested by the recent report that 
Chrysler has just won a $ 1 25 mi l l ion 
contract to bui ld tanks for the 
Department of Defense . 

-Lydia Schulman 
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COMMODIT I ES 

Com mod i ty specu lat ion based 

on wa r economy d rive 

Massive speculat ion in strategic raw 
materials is  now underway based on 
the expectation that detente can be 
scuttled and a war economy made 
perm anent :  

*Copper prices have j umped to 
thei r highest levels in five years , 
despite the fact that there is at least a 
year 's  supply of copper stockpiled 
for non -wartime uses . 

*Tin,  lead, zinc, and si lver have 
also moved sharply higher. 

T RADE 

* T a l l o w  p r i c e s  h a v e  s k y 
ro ck eted o n  rep or t s  o f  S o v ie t  
purchases . (Tal low i s  a raw m aterial 
in the .  manufacture of high ex
plosives . )  

* Demand for a luminum - the 
p ri nc ipa l  compo nent . in fighter 
p lanes - is so strong that Alcoa is 
res t a r t i n g  o n e  p l a n t ,  b r i n g i n g  
another up to  ful l p roduction ,  and i s  
launchi ng t h e  expansion of a th ird.  

S p e c u l a t i o n  in s t r a t eg i c  

u .s .  protect ion ism a i m ed 

a t  dera i l i n g  Tokyo su m m it  

I s  i t  s imply the inabi l i ty of  U .S .  i n
dus try to compete with high-tech
no logy Japan that propelled the 
Carter A dmin is tration into  a new 
round o f  protectionism this m onth? 
Shock ing as that would be, a staffer 
of the Charles Vanik (D-Ohio)-Ied 
House subcommittee on trade re
vealed a n  even m ore shock ing 
reason why the current round of 
trade tal ks has been so protracted 
an d so fruit less . 
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The staffer told an i nterviewer 
that the Administration was not 
c()nducting the discussions in  order 
to  reach a mutually accep table com
promise on trade frictions, but as a 
pol itical lever aimed at derai l ing the 
upcoming heads of state economic 
summit in  Tokyo.  

J a p a n ' s  P r i m e  M i n i s t er 
M asayoshi Ohira had announced 
two weeks ago that the agenda for 
the s ix-nat ion summit  would include 
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materials centers on the London 
com modity exchanges. I t  can there
fore hardly be coincidental that 
( I )  it was the British press and its 
U .S .  outposts which first began 
oracu larly pred icting weeks ago that 
there would be a strategic-metals 
price run-up; (2) that the principal 
areas of  current warfare and revo lu
tion a re those with strong British in
put, such as the People's Republic of 
C h i n a  ( w i t h  p r o m i sed Br i t i sh  
H arrier jets), I ran (destabi l ized by 
R o y a l  D u t c h  S h e l l ,  B r i t i s h  
Petroleum, the BBC, and thei r U .S .  
a l l ies), and Rhodesia, a "former" 
British colony. 

A review of some of the more 
candid moments of the British press 
is  i nstructive. 

*The Feb . 20 Daily Telegraph of 
London headlines its commodity 
coverage, "Commodities Upsurge 
Reflects Fortune of War," .  noting 
that "A crisis does far more for 
commodities than even a strong 
underlying level of demand.  If the 
two coincide there is real money to 

m o n etary  refo r m ,  n o r t h - s o u th 
issues, energy , and trade. To handle 
the summi t ,  Oh ira ass igned T .  
Hosomi,  an adviser to  the In dus
t ria l  Bank of Japan who had been 
instrum ental  in the coordination 
between Japan and Germany that 
led l ast  year to the creation of the 
European Monetary System . 

The appointment of Hosomi, a 
close intel lect ual co ll aborator of 
West German Chancel lor Schmidt 
and  French Pres ident Gi scard,  
s i g n i fie s  t h a t  J a p a n ' s  l ead i ng 
humani s ts i n ten d t o  m a ke the 
Tokyo summi t  into an h i storic 
forum for "a new world monetary 
system based on  the EMS," as Ger
many's Frankfurter A llgemeine Zeit
ung reported in early February . I f  
successful ,  such a summit would 
mean the implementation of a two
tier interest rate structure on the 
international  dol lar market under 
which the EMS,  Bank of Japan, and 
U .S .  institutions would make avail-
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be made. So the possibi lity of a new 
war in V ietnam which could involve 
R u ss i a  a n d  C h i n a  sen t  p r i ces 
soari ng yesterday . Not the soft com
modities which have no strategic 
uses, but the hard commodities, the 
metals which can be needed in a 
conflict. . 

*On the same day,  the London 
Guardian 's com modi ty co l umn ,  
headlined "Metal Prices Soar on 
Chinese A ttack ,"  ob serves that  
"Strategic materials ,  such as metals ,  
came in  for most attention and 
record prices were reached on the 
L o n d o n M e t a l  E x c h a n g e  . . . . 
Leading the way was copper . . .  . 
Support for the metal was further 
prompted by news that Rhodesian 
forces h ad attacked the Patriotic 
Front bases in Zambia .  This im
mediately raised fears of  a conflict in 
Africa which could threaten suppl ies 
from the African copper belt .  The 
ri se in copper dragged up other base 
metal prices . "  

-Richard Schulman 

able bi l l ions of  hard dol lars for a 
Thi rd World industria l  development 
boom . No one would have to fight 
over markets .  

I t  i s  the City of London,  fearing 
such an EM S-Tokyo-Dollar l ink
up, which has used al l  its influence 
in Washington to create instead a 
U .S .-Japan conflict . The staffer for 
the House subcommittee, a center of 
Br i t a i n ' s  B r o o k i n g s  I n s t i t u t i o n  
thought, said a s  much directly: 

"It wi l l  be the U .S . ,  Canada and 
Britain pushing for mak ing trade 
issues the focus . . .  The summit is 
goi ng to be embarrass ing for Japan ." 
The subcommittee has just advocat
ed c o n s i d e r a t i o n  of i m p o r t  
surcharges against Japanese goods. 

Japan's trade negotiator, In ter
national Trade and Industry Vice
M i n i ster Toshikazu H ash imoto ,  
faced a complete " stonewal l ing" 
when he arrived in the U .S .  for talks 
with Special Trade Ambassador 
Robert Strauss earlier this month . 
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FROM O U R  COM PET I T ION 

T h e  Econom ist o n  
spot o i l  pric ing 

Our regular check on the accuracy of the London Economist turned up 
the following in the publication 's Feb. 1 7  issue: 

The Economist: 

"The world oi l  m arket i s  i nherently 
u nstable . . . .  Round the fringes (of 
the O PEC countries and the huge 
oil compan ies-ed) run a growing 
band of small independent traders, 
powerful enough col lectively to 
dictate the pricing structures of the 
giants and ultimately to influence 
the - l isted prices of the producing 
countries. " 

Hashimoto had expected a "short 
round" of talks clearing up the final 
detai ls since the two countries had 
j ust agreed on terms for the M ulti
lateral Trade Negotiations (GATT) . 
Instead , according to an individual 
privy to the ta lks, Strauss presided 
imperiously while his staff of young 
H arvard Business Graduates, for
mer International Monetary Fund 
offic ia ls ,  and former members of 
such consult ing firms as London
li nked McKinseys did the talking 
fo r him. "They refused to give an 
i nch :  We used a l l  our  amm unition, 
made concessions, but they refused 
to budge ."  At points Strauss inter
jected that ' hi s hands were tied by 
press ure from a Congress itself un
der unbearable pressure from labor 
uni ons, steel firms and shoemakers 
back h9me.  

I ns iders remarked that while 
Strauss often does act in such a 
" horse-trading" manner vis-a.-vis 
Congre�s ,  at present he is simply 
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The facts: 

Spot-o i l -price-determ in ing trading 
companies l ike Philipp Brothers are 
controlled by the same British ol ig
archs who control Royal Dutch 
Shell and British Petroleum,  a fact 
well known in the o il industry . The 
Ecol1omist 's Rothschi ld family ow
ners, sign ificant investors in Royal 
Dutch Shel l ,  know th is .  

going a long with new instructions to 
"stonewall" by the Blumenthal
S o l o m o n - Brook i ngs  I n st i tu t ion  
g ro up in  the Treasury Department . 
This explains why the protectionist 
th reats, dropped for six months, 
have suddenly resumed. "There is a 
group in Treasury arotnd Bergsten 
and Solomon working very closely 
with the House subcommittee on 
this. This group is hot to get Japan 
on the trade issue," explained the 
Vanik staffer .  At the top level, 
Japanese officials are not taken in 
by the "pressure from Congress" 
pretext .  Special emissary Nobohiko 
Ushiba - a former am bassador to 
the U .S .  who was in  Washington 
earlier this month - is said to 
bel ieve that on trade and pro
tectionism, the Adminstration sets 
the tone for Congress and not the 
other way around . 

-Richard Katz 
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BRITAIN 

Brit ish steel on 
downward sl ide 

After World War I I ,  Britain fought 
tooth and nail to constrain the ex
pansion of the French and West 
German iron and steel industries 
and keep them from outdistancing 
Britain 's  vintage 1 9th century plant.  
The British failed then , and a recent 
survey by a British government 
body documents that today Britain's 
share of the shrinking European steel 
market is continuing to dwindle. The 
only thing nationalized British Steel 
has going for it, in fact , is  the 
Brit ish- supported EEC's " ant i 
crisis" steel p lan ,  which is collapsing 
the Continental steel industry faster 
than Britain 's .  

This year's report by the iron 
and steel sector of  the National 
Economic Devel opment Counci l  
reveals that in 1 978 Bri ti sh steel
makers' share of their own home 
market fel l  below 80 percent for the 
first t ime ever, from 95 percent in 
1970. "Some parts of the industry" 
are reported by the working party to 
be suffering from "problem s  over 
delivery performance and reliability 
of products," the Financial Times 
reported Feb . 1 4 .  Bri tish steel users 
have simply been forced by the i n
adequacy of the Bri ti sh industry to 
buy from overseas suppliers . 

A statement issued to the NEDC 
industrial strategy meeting in early 
February by the British Iron and 
Steel Consumers'  Council com
p l a i n ed abou t  the i n c o n s i s tent  
quality of British Steel's strip and 
mil l  products, the complete absence 
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of facilities producing good quality 
h eavy p late  an d certa i n  o ther  
products, and  high prices - the 
highest in the EEC, despite the fact 
that British Steel pays the lowest 
hourly wages in the EEC . 

Steel production in Britain has 
now fal len 25 percent below 1 970 
levels, capacity utilization in the in
dustry is running, on average, below 
70 percent, and the BSC is running an 
estimated 350 million pounds loss in the 
current financial year. 

The on ly solut ion to BSC's  
problems offered by the  steel con
sumers is more shutdowns. Accor
ding to Si r Richard Marsh, chair
man of the consumers' council, 
faster rationalization of Britain's 
old, high-cost steel facilities wil l  
p ro d u ce a s t r e a m l i n e d ,  m o re 
competitive industry . I n  reality,  the 
call for faster rationalization is in 
line with the recent scrapping of the 
Labour Government's 1 975  strategy 
for the " Regeneration of British In
dustry" - the l ast facade of com
mitment to industrial growth in 
Britain - and the attainment of the 
c o n d i t i o n  l a u d e d  by B e r n a r d  
Nossiter i n  his recent book Britain. 
Th e Fu t u re Th a t  Wo r k s :  a n  
economy which has dropped the last 
baggage of industrial capitalism in 
favor of the information industry, 
management services , etc. 

Under the direction of its chair
man,  Sir Charles Vil li ers, the BSC 
h a s  beg u n  c a r r y i n g  o ut t h i s  
futuristic policy with a vengeance, 
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l ay in g  off 1 7 ,000 Brit ish steel
workers over the past year. Sir 
Charles is currently in  China with 
British Secretary of State for In
dustry Eric Varley to discuss arms 
sales .  To the extent that any up
grading of the British steel industry 
occurs, it will be for the purpose of 
supplying Harrier jets and the l ike 
for Britain's Peking and other all ies. 

Britain is simultaneously seeking 
to cripple its European competitors 
by pressuring them to rationalize 
their steel sectors out of existence. 
Under the ominous title "200,000 
Must Go," the London Economist 
of Feb . 1 0  assailed Europe for 
preserving an "oversized" steel in
dustry, and defended the "anti
c r i s i s"  steel  p l an  authored by  
Vicomte Etienne Davignon, EEC 
Commissioner for Industry. Under 
the Davignon plan, France is slated 
to lay off a further 30,000 steel
workers by 1 982-83 ,  principally in 
L o r r a i n e ,  t h e  n e w s  o f  w h i c h  
provoked labor strife across France 
earlier this winter. According to a 
wel l-in formed source, shutdowns 
a re  p l a n n ed fo r modern  steel  
faci lities bui lt  in th I 960s, not just 
for crumbling mil ls .  By the mid-
1 980s France' s steel workforce will 
be cut by one-third from early 1 976, 
if the Davignon plan is fully im
plemented . 

British spokesmen are at the 
same time freely admitting that the 
minimum steel prices set by the 
D a v i g n o n  p l a n  h av e  g r e a t l y  
benefited BSC b y  limiting imports 
into Britain .  Likewise, they are 
openly defending the Davignon plan 
for al lowing the flow of subsidies to 
BSC to continue, against criticism 
by West  German  steel m akers .  
"Without massive state aid, British Steel 
would soon shut," wrote the Econ
omist .  Su bsidies have also been used 
in Britain to help relocate laid-off 
British steelworkers in new indus
tries - li ke the 20 BSC employees 
wh o were reemployed last year in Ir
ving New Town , Scotl an d making 
golf cl ubs. 

-Lydia Schulman 
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C h i n a. t ra d e  o r  C h i n a swi n d l e? 
AMA meeting th rows cold water on m uch trade talk 

China trade or China swindle was the uppermost ques
tion for many who attended the American Manage
ment A ssociation's "Briefing Session" on "Doing Busi
ness with the People' s Republic of China," held Feb . 1 5-
1 6  at New York's Statler Hi lton - even before news of 
China's invasion of Vietnam cast deep new questions 
over China trade prospects the next day. Despite efforts 
of spokesmen from the National Council  on U .S .-China 
Trade (NCUSCT), the Commerce Department, and sev
eral  companies successful in China to sel l the more than 
300 in attendance from 200 companies, the response 
demonstrates that few were buying. 

By the end of the second morning session, one China 
analyst noted his suspicion that the audience was not 
being told the whole story when he catalogued the 
reasons for questioning the optimism of China trade 
enthusiasts . 

The discrepancy between facts and the pre-presen
tation ballyhoo during Vice-Premier Teng Hsiao-ping' s 
visit here is bound to fuel fears that the "China trade 
boom" is a hype which is  being used as a cover for the 
U .S .  "China card" policy - including even covert sup
port for China's Vietnam invasion .  Compounding such 
fears is the Administration's decision to proceed with 
Treasury Secretary Blumenthal's m ission to Peking -
official ly a trade mission - despite the invasion . 

Chinese industrial hype 
President of the NCUSCT, Christopher Phillips, opened 
the meet ing by stating that he believes we "can be more 
bullish than bearish" about the potentials of the China 
market for U .S .  business, painting a picture of rapid 
economic growth and political stabil ity. He reported 
that China hopes to complete 1 20 major projects by 
1 985 with a total domestic and foreign exchange invest
ment cost of $600 bil l ion, according to figures given 
Phillips by Chinese official Li Hsien-nien . 

. 

Phillips laid out areas of U .S .  export to China, with
out quantifying expected markets but leaving the 
impression that China's grandiose development plans 
imply large markets . He said that if China' s foreign 
trade continued to grow at 20 percent per year until 1 985  
- a debatable guess - then Cpina's two-way trade 
would amount to $80 billion worldwide, compared to 
$3 1 6  billion for the U .S .  today . 

The key questions - China's ability to pay for im
ports, service debts incurred, and internal stability -
Phillips in effect brushed off. On China's ability to gen
erate loans, he said, "China has an excellent credit 
rating," although China has no credit history, "and they 
have an excellent record for prudence" - a statement 
contradicted dramatically 36 hours later when China 
launched an invasion into Vietnam .  

O n  the subject o f  Teng's rule, h e  offered, "Teng 
looks to be pretty secure. The policies being formulated 
are outward looking policies ."  

Phillips's conclusion was clear: ignore the problems 
and dive in .  

The invasion: what does it  mea n 
for trade prospects? 

China's invasion of Vietnam, if it doesn't lead to 
world war, does seem l ikely to shatter existing pro
ject ions for China's development and import poten
tia l ,  and to make the prospect of Western investment 
risky to the point of being prohibitive. Analysts al
most un iversa lly characterize Teng Hsiao-ping's de
cision to go to war against Vietnam as "reckless," 
di spel l ing the prevai ling belief in China's extreme 
prudence. If China loses militarily in Vietnam, or if 
the Soviet Union moves mil itarily against China, the 
result is alm ost certain to topple Teng - the very 
symbol o f  China's "stabil ity" to most Western 
businessmen. 

Major shakeups may occur in any event, in
cluding the possible return to positions of real power 
by more " M aoist" leaders presently shunted to the 
side by Teng.  Any such development would com
plete ly unhinge all present expectations for trade 
based. on present development plans, which would 
certainly be modified significantly. Finally, the odds 
presently are very good that the Soviet Union will in
fl ict serious economic as well as mil itary damage on 
China - which would have incalculable negative ef
fects on China's  economic performance. 
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Bohdan Szuprowicz, head of 2 1 st Century Research 
and an expert on socialist bloc economies, followed 
Phill ips with as detailed economic picture of China as 
recorded statistics al low. M ost striking was Szupro
wicz's evaluation of China's energy needs . He repor
ted that China intends to develop 1 0  oil fields on the 
scale of the existing Taching oil  field which currently 
supplies one third of China's oil needs . China also plans 
to increase hydroelectric power from 1 percent con
sumption to a 50-fold increase in  consumption with the 
completion of many ongoing projects . 

But by Szuprowicz's estimate, China does not have 
10 exploitable oil fields the size of Taching, and he 
seriously questions whether China's oi l  production 
target can be realized .  He also cast doubt on hydroelec
tric power plans, given the huge expense for infrastruc
ture and power transmission from the remote areas of 
generation to areas of use. 

In  summary, he noted the interest with which the 
Chinese are examining the possibilities for solar, geo
thermal ,  wind, tidal, bone coal, oil shale, and marsh gas, 
p roviding a strong indication that Chinese oil-produc
tion projections may be wildly kited . " I f  their oil 
reserves are as large as they say ,  why are they giving so 
much attention to these other sources?" he asked. 

Mr. Szuprowicz refrained from spelling out the ob
vious conclusion ,  but given China's soaring demand for 
energy, any shortfal l of on-shore production will have to 
be m ade up from China's offshore oil ,  which China 

seems intent on having foreign oil companies develop. 
But this i s  the oil that foreign lenders and exporters uni
versally co unt on to pay for China's imports and pro
jected debt service. If that oil is needed entirely, or 
nearly so, for domestic use, projections for China's 
abi li ty to pay m ust be slashed. 

Thus ,  Szuprowicz p resented very conservative 
figures for export trade to China .  Pointing out that 
Mexico's  oil reserves are twice China's, he said, "You 
may be swayed to go to Mexico tomorrow rather than to 
C hina ." 

Chinese i nvestment puzzle 
Following an introductory reference to sizable U .S .  
business community interest in China trade, William 
Clarke, Director of PRC A ffai rs for the Commerce 
Department,  proceeded to deliver a down-to-earth ac
count of the extraordinary effort required to land 
Chinese business deals .  Nonetheless, he created the 
impression that the rewards are worth the not incon
siderable pain . 

According to Clarke, China in  general submits no 
tenders and solicits no bids: "market research is an 
intell igence operation ." Clarke recommends that U .S .  
companies offer, a t  their own expense, technical state
of-the- art seminars in China in their respective fields 
as a way of doing marketing research currently impos
sible to carry out. 

The next step is to submit a bid, which in the past, 

T he C h i na market- what the fig u res say 

China's imports from the U .S. a re a relatively 
smal l  portion of the overall U .S .  export mix, 
and in  fact have expanded rapidly to their 
present levels from much tinier levels of a 
few years ago. The message: neither China 
nor U .S. exporters have the developed infra
structure to enable China to make a "quan
tum leap" in  basic industrial imports from 
the U .S. at the present time. U .S .  exporters 
should look to establ ished trade partners 
such as Mexico - with developed industrial
ization programs and proven abi l ity to pay 
- for the greatest immediate gains .  The out
look for China:  incremental import increases 
over the longer term. In any case, Japan, 
currently with S800 plus mi l l ions per year i n  
exports to  Ch ina ,  is situated to  g rab the 
lion's share of increased Chinese import or
ders. 
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to selected countries 
Third Quarter 1 978 

( i n  m i l l ions of dol lars) 

3,333 
. .  So.urce, loternational Monetary F u n d  Di rection o f  Trade, J a n .  1 979. 
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China has waited as long as four years to consider. 
Then, a team of high-level executives are expected to 
visit China to answer questions .  

Clarke failed to address the question what  m akes 
this process more economically attractive than other 
possibi l i ties such as Mexico, a neighbor with m uch more 
oi l ,  established markets, l!nd a strong desire for U . S .  
capital goods .  

Burst ing the bubble 
V oicing the general reaction to these trade prospects on 
the second day, an i ndependent analyst warned the 
group against "herd psychology," referencing the Jan.  9 
meeting at the State Department where "getting in first" 
overshadowed hard-nosed evaluation of  economic 
merits on the matter of China trade. 

He reported that his own expert sources have deter
mined that China's domestic oil consumption needs vir
tually rule out the possibil ity of financing imports for 
other sectors of the economy. He further questioned the 
grade of Chinese oil , which is  low, waxy, and undesir
able for many markets .  

China's internal stabil ity is  also questionable, he 
said . Far from creating a nation of happy supporters, he 
noted, V ice-Premier Teng Hsiao-ping has actually 
alienated large segments of  the Chinese population .  For 
example, China has just revised agricultural policies to 
favor l imited rural areas near cities, cutting out large
scale investments in the majority of China's agricultural 

areas . Given that 80 percent of  China's population stil l 
consists of  peasants,  this pol icy condemns a majority of 
the population to continued poverty, a situation that ac
tive dissenting pol itical factions could make use of. 

M ore to the point, he asserted that the U . S .-China 
rapprochement is  m ainly a pol itical move to use China 
as  a counter against the Soviet Union . In concluding, he 
asked rhetorically if the assembled business representa
tives thought the Administration  would continue to sup
port and encourage trade with China i f  China were to 
become friendly with the Soviet Union once more. 

T h e  l u re of the  O ri e nt:  
it's a r i sky b u s i ness 

- Peter Rush 

Excerpted here are portions of addresses given at the 
A merican Management A ssociation 's "Briefing Session " 
on " Doing Business with the People 's Republic of China, " 
held Feb. 1 5- 1 6  at New York 's Statler Hilton Hotel: 

Christopher Phillips, President, National Council for 
U.S.-China Trade, Feb. 1 5 :  
"Are we about to enter on  a modern version of the 1 8th 
century clipper ship days, or  are we facing a m uch 
bleaker prospect . . . .  Based on our  experience, I think 
we can be more bull ish than bearish .  There wil l  be an 

C h i na's  i m port boom- ca n they pay? 

The recent, lorge-sca le expansion in Chinese 
imports, from the U .S .  and other countries, 
has not been matched by a commensurate 
increase in  Chinese exports to pay for them. 
Aport from the drug trade - and heavily 
saturated markets in  baskets, printed cotton 
and d innerware - experts see few major 
new sources of Chinese foreign exchange 
revenue in  the short term. The conclusion: 
over the immediate few years, Chinese 
abi l ity to pay for their expanding imports 
depends on l a rge scale,  government
guaranteed credit programs. 

Feb. 27-March 5, 1 979 

I mports 
from U .S .  

Exports 
to U.S .  

China-U .S.  I m ports and Exports 
(Third Quarter 1 978 - in m i l l ions) 

Deficit L-___________ � 

$253 .5 

I ncrease in Chinese i m ports ( i n  m i l li on s) 

Sept.-Oct. 
1 977 

Sept.�Oct. 
1 978 1 88 .8  

-Source, I nternational Monetary Fund Directory o f  Trade. J a n .  1 977 
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unpreceden ted expansion of China's economy. There 
will be $70 bi\ . worth of foreign technology imported in 
the next seven years. We're faced with a prospect, un
think able a few years ago,  of plants dotting the country
side with names l ike Armco, Boeing, Coca Cola, 
PanAm, U .S .  Steel, Westinghouse . . . .  There will be sky
scrapers , mechanized farms . ,  . .  The ambitious targets 
set are indeed impressive. So too are the pitfaUs and 
problems to be overcome . . . .  I n  the next seven years, the 
Chinese want to complete 1 20 m ajor projects . Li Hsien
nien (number four in Pek ing's hierarchy - ed .) told me 
that the cost of this invetment program,  in  dollar terms, 
will be $600 bil l ion through 1985  . . . .  

There are no guarantees (on prospects for U . S .  
sales) . Other countries have a very considerable head
start . They haven't laid a golden egg for aU of us. The 
Chinese demand the best . . . .  There m ust be an effective 
effort to se l l  our  techno logy . . . .  ( Despite m any 
problems) i t  is my advice that  American companies 
sho uld act now rather than waiting for all problems to 
clear up . . . .  

How wi ll the balance of China's foreign exchange be 
raised? Tourism, oil , foreign investinent (are the main 
ones) . When all is said and done, China wil l  stil l have to 
get major financing . China has ari excellent credit rating, 
and they have an excellent record for prudence. Li 
Hsien-nien said to me that 'we must not borrow more 
than we can repay . Other nations have done this, but we 
cannot' . . . .  T he longer-term outlook is  very en
couraging . Whether China achieves 1 00 percent, 75 per
cent or 50 percent of its development goals is less impor
tant than thei r  momentum to move forward . . . .  China's 
currency is among the world's most stable. Doing 
busine�s there i s  a prospect few corporate managers wil l 

want to ignore, but you will need thorough research and 
patience . . .  . I n  brief, there are no easy answers here . . . .  
The most hazardous game is to speculate on China's 
future leadership. I am more interested in what the 
future holds for the policies being formulated . The poli
cies are basically outward loqking attitudes . .  Teng looks 
to be pretty secure . . . . If the policies of this leadership con
tinue for another 2-3 years, they will become very hard to 
change after that . 

WUHam Clarke, director, PRC Affairs, Commerce 
Department : 
Since Dec. I S , we have had 350 calls a day coming in, 
l OO letlers a day, our staff has doubled to eight, and the 

. number of seminars has soared . I ' m  scheduled for about 
20 between now and June . . . .  Factors to consider on the 
Chinese economy are: 80 percent of the population is in 
agriculture; per capita power consumption is at the same 
level as in Bolivia ; 70 percent of their locomotives run 
on steam: tnere is no center city truck traffic; they ration 
domestic cotton cloth . There' s a unique economy which 
must be analyzed on its own . . . .  

How are import requirements generated? It is similar to 
the Soviet Union, but the details are lacking . . . .  The process 
used to make their import decisions is not always clear. 
China's trade corporations preselect several firms, invite 
them to Peking, conduct protracted negotiations, and often 
make them compete against each other .  This makes it diffi
cult for market researchers. As one American put it, ' I t' s  
very hard for researchers to know when they will need 
things, '  . . .  ft's a difficutt market .  You need to allocate 
very senior technical person nel .  
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Dr. P ress a n d u .s .  
• po l i cy sC i e nce 

' I 'm an advisor, not  an advocate o f  science '  

Dr. Frank Press, President Carter' s science advisor and 
director of the Office of  Science and Technology Policy 
(OSTP) ,  gave an interview in J anuary to the National 
Journal. Amid great fanfare on the part of the Admin
istration that OSTP, which had been abolished by Presi
dent Nixon , was going to play an important role in 
national policymaking, Dr.  Press described his function 
as fo llows: 

"My job is di fferent from those of earlier science 
advisors . While science used to be associated with 
high technology, i t now also concerns some other, 
more fundamental things l ike the environment, or 
nuclear waste management. In earlier days, science 
was fancy , military, space-aged stuff. Here it' s 
much broader than that ." 

Under Dr. Press's guidance, the very defin it ion of  basic 
science has been distorted to function as an H . G .  Wells
type of science fiction ,  "space-aged stuff '  as  versus a 
"science is at best unnecessary , and at worst danger
ous" policy developed by Bertrand Russel l .  

Under the present advisor, science has  a l so become a 
tool of international geopolitical i ntrigue, where the 
"China card" policy of Zbigniew Brzezinski  and James 
Sch lesinger, under the guise of "science and tech
nology" agreements, means allowing the Chinese to 
ci rcumvent U .S .  trade restr ictions for the import of ad
vanced technology . OSTP scientists have been put in the 
position of trying to convince a justifi ab ly skeptical 
White House press corps that the U . S .  will benefit from 
"scienti fic" exchange wi th  the  Chinese - citing "advan
ced" methods of  earthq uake prediction such as sending 
Chinese peasants into the countryside to l isten to the 
ground .  OSTP officials have also pointed to Chinese 
methods of "bug picking" to replace energy- intensive 
pesticides. 

Press and the scientific com m u nity 
Dr. Press has publicly refused to allow current scientific 
and technological advances made in the U .S .  to be 
known as putting the "best foot forward" for leading 
scientific research in the world. 

In  late summer, before the breakthrough achieved at 
the Princeton Large Torus tokamak fusion experiment 

was m ade public, the Fusion Energy Foundation ad
vised the White House to announce the achievement as a 
source of national pride and confidence in U .S .  science. 
The subsequent decision to not only ignore, but tr) 
squelch the news of the breakthrough made clear the 
Administration's  pol icy toward work on the frontiers of 
scientific research . 

Frank Press has made clear why advances in U .S .  
science have been so  studiously ignored by  the  Admin
istration .  According to a consultant to OSTP, quoted in 
the National Journal article, Press "is very much trying 
to serve as the White House science advisor . . .  not as an 
advocate of science, as was the case during some 
previous administrat ions ." Press confirmed this shift in 
the role of the science advisor himself: "I can't become a 
sounding board for the scientific community . I work for 
the President. A lot of things I do on his behalf they m ay 
l ike or they may not l ike. You can't have among the 
President' s advisors constituency representatives . "  

I n  h i s  presentation a t  the A merican Association for 
the A dvancement of Science Colloquium on research 
and development  pol icy held in Washington on J une 
20, 1 978,  Press said again : "It may be time to recognize 
that it is not possible, or even necessary, to be first or 
number one in everything as long as our overall primacy 
is not threatened ."  

He also put forward what was  to  become the h ue and 
cry of the  Department of Energy's Schlesinger, John 
Deutch , and the President's domestic advisors: govern
ment support of advanced research and development 
i n  industry , where the private sector cannot commit 
large sums of capital to a technology down the road, is  
s imply a boo ndoggle to "special i nterest groups ." Said 
Press, "Often projects or  programs tend to take on  a li fe 
of their own .  They b ui ld a constituency and a momen
tum that is difficult to deal with . "  The b udget for the 
Dep artment  of Energy, now before Congress, makes 
government-supported energy research and develop
ment a complete g uessing game, by suddenly cancell ing 
projects that industry had already made large financial 
commitments to bui ld .  

Energy and space policy 
On Jan. 22,  1 979,  Frank Press presented to the press the 
FY 1 980 b udget for federal support of research and 
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development. The energy research and development 
strategy, as laid out by Press,  is  to de-emphasize nearer
term technologies and focus support to "longer term 
research and development, where there is less incentive 
for private investment ." In keeping with this strategy, 
Press announced , the Department of  Energy will "in
crease support for solar research and development by 24 
percent and  longer-term solar-·re lated technology 
development and applied research by 40 percent." 

I n  keeping with the Administration's late 1 978 pro
solar scramble, nuclear research and development will 
decline in abso lute dollars and magnetic fusion will in
crease by only 2 percent. Over $800 mil l ion will  be 
poured into the solar program, barring congressional 
alteration, in FY 1 980. 

Second to the Department of Defense in basic civi l
ian research and development funding is the National 
Aeronautics and Space Administration .  Over the decade 
of the 1 960s , the nation's space program was the leading 
edge of basic scientific research and advanced tech
nological innovation .  Under its program for eventual 
deep-space exploration and near-space colonization, 
NASA was a critical funder of developmental work in 
fusion, magnetohydrodynamics ( M H O),  thermionics, 
and advanced nuclear technology. 

After years of no substantive national policy, the 
Carter Administration, through Frank Press, has 
revised the mission of the U .S .  space effort. No new pro
ject starts will be initiated in the next two to three years. 
NASA officials describe the program as in a "holding 
pattern" with all attention directed to the space shuttle 
and "earthly" applications of space technology . 

A . White House fact sheet on the U .S .  Civil Space 
Policy, prepared by Frank Press and released on Oct. 1 1 , 
1 978 by the President, states that space science and 
exploration will take place in a manner that "provides 
short-term flexibi lity to impose fiscal constraints when 
conditions warrant ."  

The fact sheet poses the goal  of " increasing the 
return on the $ 100 bil l ion investment in space to the 
benefit of the American people . . .  it is  neither feasible 
nor necessary to commit the United States to a high
challenge space engineering initiative comparable to 
Apollo ." 

In  a presentation before the National Space Club on 
Jan.  1 6, 1 979, Senator Adlai Stevenson, as chairman of 
the Senate Commerce Committee' s Subcommittee on 
Science, Technology and Space, voiced his concern 
about the Administration's space policy. "We must not 
restrict our vision by relying excessively on the grim 
calculus of cosVbenefit ratios and zero-based budgets ,"  
Stevenson said .  "We need to recapture an earlier spirit 
- a willingness to run risks, try new ideas, compete, test 
the unknown and excel . "  

-Marsha Freeman 

" Reve rse" tec h no logy tra n sfe r 

The Carter A dministration 's science and technology 
policy does not end with Science A dvisor Dr. Frank Press 
advocating a greater emphasis on solar power, environ
mental concerns, and the views of the uninformed layman. 
Legislation will be presented to the U. S. Congress this 
month to establish a Foundation for International Techno
logical Cooperation that will not only sponsor a program 
for industrialized nations like the United States to foist 
labor-intensive "appropriate technologies " on the develop
ing sector, but will do a big public relations push for 
bringing Third World technologies to the United States. 

The J()lIol\'il1� inten'ie ll ' with the proposed director 0/ 
thc /iilllldatioll . Dr. Ralph SlIIuckla. was provided to Ex
ecutive In tel l igence Review h I' Fusion lI1a�a::ine. 

Q : Dr. Smuckler, what is the goal of the new institute? 
A : The goal is to close the gap between the advanced 
sector and the developing countries . This may require 
balancing of the standards of l iving between the U .S .  
and  developing countries. The institute wi l l  help the 
developing countries choose technology more effect
ively rather than simply taking it from the West . 

Q :  What kind of joint research and development projects 
will the U. s. formulate for energy development in the 
Third World? 
A :  Not enough work has been done in the area of disag
gregated energy systems.  Though they have seemed less 
cost-effective (than large, central power station tech
no logy - ed.) ,  their eco nomics have not really been 
looked into .  We will al so be trying to encourage the 
development  of local resources. 

Q :  In the section of the draft report dealing with agri
culture it is suggested that low-energy farming and agri
cultural methods which the new institute wants to help 
develop for the Third World would be applicahle to advan
ced farming in the U. S. It is certainly a novel idea to 
transfer "appropriate technology " back frOIl/ the Third 
World to the advanced sector. Could you conullent? 
A :  We were not the first ones to propose this in  agri
culture .  A few years ago , Bill Stout from Mich igan State 
Universi ty did a report for the Un i ted Nations making 
the same poi nt .  More recently, Science magazine has 
also said that the future of agriculture is  i n  energy
saving activity . I think that in areas of urban problems 
and the environment, this "reverse flow" of technique 
and information is also possible. 

Q: What about political qpposition from Third World 
COlli / tries . liA e  Mexico. that hal 'e lIIade clear the ) '  aren 't  
ill lerested in " appropriate technolo�l ' . " hut want

'
to huild 

nuclear plan ts and adl'Gnced ([�ri('ulture and industr .l' / 
A :  Lopez Porti l lo's program sounds to me a lot l i ke that 
of  the Shah of  Iran .  
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I be ro-A m e ri ca n Co nfe re n ce m eets 
Pledges t o  strengthen science a n d  technology 

At the first Ibero-American Conference on  Science and 
Techno logy, held in M adrid,  Spain from Jan .  29-3 1 ,  re
presentati ves from Lati n America, the Phi l ippines, Por
tugal , and Spain agreed to establ ish a permanent 
General F inancing Fund to aid in the "development of 
investigations in Lat in America" an d to "promote joi nt 
research between Latin America, Spain , Portugal ,  and 
the Phi l ippines by strengthen ing the scientific and tech
nological capacity of each individual country and the 
group as a whole ." 

The conference, organized by the Ibero-American 
Cooperation Center, was convened to define what are 
the tech nological and scienti fic needs of Latin American 
co untries and to o ut l ine "concrete programs" to meet 
those needs. Top on the agenda was the state of labor 
power in the respective nations and what measures 
should be taken to increase the potenti al it ies of labor 
power. 

This  in i tiati ve is another s tep by Spain to become the 
"bridge" between Latin America and the Europe of  the 
European M onetary System . Manuel del Prado ,  presi
dent of the Ibero-American Cooperation Center, made 
this clear in a statement to the press one day before the 
co nference convened: "The conference will allow for a 
definit ion of a new dimension in  relations between the 
parti cipant countries . . . .  If  Spain joins the Common 

Market, it would be the main spokesm an of  Ibero
American rights in that institution ."  

O pening the  conference, the  Spanish Minister of  I n
dustry Rodriguez Sahagun pointed to the d irection that 
Span ish  efforts could take in the future. It i s  very impor
tant to bring together scientists and investigators , he 
said ,  but there is also the need to gather together those 
who "apply science," that is, industrial ists and tech
n ic ians . 

At the con ference were research and development 
ministers from 1 7  Latin American countries , Portugal .  
Spain ,  and the Phil ippines and delegations from the 
Organization of  American States, the Inter-American 
Development Bank ,  the Andean Pact, and the Inter
American Commission on Nuclear Energy . 

Applying technological know-how 
The research and development mmisters reported on the 
state of scientific investigations in  their respective coun
tries . A seminar was then held on "programs of joint ac
t ions in scientific and technological i nvestigations ." It 
was as a result  of these discussions that the Financing 
Fund was proposed and  approved . The research 
programs to be financed by the fund include nuclear 
energy, raw m aterials ,  human resource development, 
agriculture, and food-growing techniques .  In  the future, 



the fund's role wil l  be expanded to include the transfer 
of technol ogy. Its board of directors wil l  be made up of 
scientists , technicians,  and industrialists .  

I n  his speech to the conference, the Spanish Minister 
of Science and Education,  In igo Cavero, announced 
that Spain  has a three-year plan to invest $900 mil l ion in 
a scientific program.  "We must raise general conscious
ness to the fact that scientific investigation is , in i tself, a 
cultural value which no country can ignore and that this 
value undoubtedly has an economic expression which 
cannot be overlooked ."  

The scientific program,  the  Minister added, wi l l  "in
crease investigations both in the universities and in the 
Superior Council of Scientific Investigations (CSIC) ." 
The CSIC,  one of the main operational centers of the 
Opus Dei organization in postwar Spain for the promo
tion of scientific investigations and appl ication,  made a 
publ ic request on Jan .  25 for a reorgan ization "within 
the frame of a general plan for scientific investigations,  
including al l  the sectors involved in Spanish investi
gations.  The CSIC Board of Directors made three 
proposals: ( I )  to release information about future plans 
by .government officials i nvo lved in  investigations ,  (2) 
that a parliamentary debate be initiated on present and 
future investigations to clarify the position of every 
pol itical party, and (3) th at a l aw of investigation be 
drafted as a departure point for new investigation ef
forts . 

The role of the u niversities 
Peruvian delegate Antonio Pini l la delivered probably 
the most wel l  received presentation .  One of the main 
problems faced by Latin America, he said , i s  the state of 
i ts univer6i ties because of the "negat ive influence of the 
French Encyclopedia which contin ues to this day and 
w hich teaches to repeat but not to th ink ."  He stressed 
the importance of  redefining the concept of  a university 
as a "center for critical think ing and scientific investiga
tion . . . .  The countries that have given more importance 
to science are the ones that have achieved more impor
tant development ." 

Dr .  Heriberto Herrera ,  Science Attache from the 
Mexican Embassy in Spain,  concurred . His speech high
lighted the importance which Mexico has given in i ts 
p resent devel opment plans to "the formati on of person
nel p repared to properly apply science and tech
nology ."  

Spanish scientist Luis Arizmendi explained that 
Spai n  has been able to assimi late advanced technology 
precisely because it has a broad layer of technicians and 
scientific cadre as wel l as many research units .  

The ministers i n  attendance also pointed t o  the 
"brain drain" or " inverse transference of  technology" as 
a problem . The best professional cadre formed by the 
Third World have to emigrate because the "developing 
countries do not h ave the conditions and infrastructure 
to keep them ," the Venezuelan dai ly el Nacional 

editorialized on Feb . 5 . "The Ibero-A merican com
m unity," contin ued the daily, "will present a common 
posit ion at the United Nations conference on Science 
and Tech nology to be held in V ienna next August; but 
regardless of the results obtained at that international 
conference, Spain ,  Portugal and Latin America have 
already decided . . .  to prevent emigration of its scien
tists" by creating a "network of investigation centers 
and also bases for the training and formation of person
nel ."  

A u n ive rs ity to 

foste r d eve lop ment  

-R.D. Cedeno 

Last October, the Venezuelan A mbassador to Spain, Er
nesto Santander, proposed the creation of an lbero-A rab
A merican University on Spanish soil to be backed with 
O PEC funds and to help create the technical and sci
entific cadre needed for Third World development plans. 
The following are excerpts of Santander's proposal pub
lished in the Spanish weekly Cambio 1 6  last October. 

We launch the idea of creating an Ibero-Arab-American 
Universi ty especially dedicated to the search for new 
energies that could guarantee the industrial develop
ment of hum anity . . . .  The search for a new world de
mands a university that can facil itate cooperation be
tween the developed and developing worlds, a univer
sity th at would  fundamenta l ly  study the energy 
problems of the world . . . .  This university, made possible 
by an Ibero-Arab-American agreement, ' should be 
specifical ly promoted by the Organization of Petroleum 
Exporting Countries (OPEC), the important inter
national instrument of the Third World which has 
prevented co nfrontation and conflict between the in
dustr ia l ized cou ntri es and the prod ucers of raw 
materi als .  This o rganization (OPEC) would assume an 
active role in areas that go beydnd the mere oi l  problem 
and would express its concrete support for structuring 
the new mental ity which m ust be at the service of a new 
internat ional economic order, thus acquiring plausible 
moral standards . . . .  We are conscious that this is a high 
an d demanding idea which demands an initial strategy 
in agreement with the final  aim s, as well as permanent 
f ig h t e r s  to ac h i ev e  s u c h  a fo rm i d a b l e  
goal .  W e  are equally conscious that there i s  n o  ethnic 
superiority, but an evident technological superiority; 
however, it is possible and necessary to gain that tech
nological superiority in  universities of real learning and 
in centers demanding high standards of investigation . 
Our strength l ies in unity and modernization ,  our power 
in the gradual conquest of technical and scientific know
ledge. 
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EUROPE ) 

France 
• 

I .n Afri ca, the Mideast 
A common fron t  for peace and economIC  prog ress 

France's policy in the Middle East and Africa centers 
aro und two major concerns:  to  prevent destab i l izations 
by squelchi ng "hot spots" as soon as they occur, and to 
foster a dia logue on the ways and means to bring those 
regions out of underdevelopment altogether. This out
.look ,  running counter to the savage pol icies of London's 
I nternational Monetary Fund ( I M F) ,  has j ust been 
rei terated by French President Valery Giscard d' Estaing 
at his Feb . 1 5  press conference (see below) . Giscard 
proposed to seek an accord to "strengthen solidarity be
tween Europe, Africa, and the Arab states in terms of 
security (at least in the tensions that could be avoided) 
and development ."  The French leader added that he 
wanted to  discuss organizing such a tripartite summit 
with Sudanese President N umeiry when he visits Khar
toum . 

It was during a recent visit to Sudan that France' s 
State Secretary Olivier Stirn proclaimed :  "The objective 
of France' s  pol icy is the harmonious development of the 
totality of  the cont inent ."  As head of the Organization 
of African Unity (OAU), Numeiry's a l l iance with 
France is key to the stabi l i ty of the continent, as under
scored by the joint mapping of tours an d dep loyments to 
resolve conflicts in the Horn of Africa and the Sahara.  

There i s  an irony to what the French daily Le Figaro 
called "the Common Front" between France and 
Sudan: the latter is a former Brit ish ally and the shift to 
France as its principal friend and partner in  the West 
coincides wi th si mi lar shifts in other Ang lophi le nat ions 
of Africa, notably Kenya and Guinea . 

The i nternational community watched with a certain 
am azem en t when, fo l lowi ng the death of  Jomo  
Kenyatta, Kenya's new leader Arap Mo i  chose Paris 
and not London as h is fi rst stop to make in the West .  
Last  fa ll also saw the spectacular conversion of Guinea's 
Sekou Toure to Gaullism, a bri l l iant demonstration that 
Giscard ' s  soft-spoken but determined pol icy of dia logue 
and trade with a l l  nations can make m any converts . A 
former French colony, Guinea had practically assumed 
leadership of the anti-Gaull ist ,  pro-British faction in 
Africa when it delivered a spectacular "no" to then 
French President de Gaulle's 1 960 proposal for a 
Francophone Community. Sekou Toure's attacks on 
Great Britain and praise for his former enemy last fal l ,  
and then the  spectacular reception in Conakry for 

Giscard d' Estaing from Dec .  20-22 marked a decisive 
advance of French diplomacy against the once-great 
British Empire. 

The smal ler African countries - both the former 
Portuguese and British co lonies such as the Cape Verde 
I s lands, Liberi a, Guinea Bissau or Sierra Leone - are 
also considering attend ing for the first time the yearly 
French-African summit .  This year the summit will take 
place during M ay in  Rwanda.  

Sign ificantly, the Soviet outlook on Franco-African 
po licy has shifted from one of hosti l i ty to one of critical 
col laboration,  notably in  th� French effort to pul l  
together a conference on the Horn of  Africa . The net 
result of the French deployment is that British influence 
is on the wane - save perhaps in the backward tribes 
manipulated to undermine national governments . 
African leaders now turn either to Moscow or to Paris 
for aid in strengthening their governments and their na
tions polit ically and economical ly .  

Cal m i ng the Mideast 
In the Mideast too, French policy is  meeting the 
approbation of the population s and leaders concerned . 
Palesti ne L iberat i on  Organ izat ion  ( PLO) Foreign 
Minister Khaddoumi visi ted with his French counter
part Francois- Poncet in Paris on Feb . 2 1  and stated that 
he "ful ly agrees" with what Giscard laid out at h is  pr�<;:s 
conference, especial ly with the French President's 
suggestion to use the United Nations to foster the cause 
of a global solution to the Mideast crisis .  During the 
press conference, the French leader clearly rejected the 
Camp David separate peace approach for the fir st time, 
as the Anglophile French weekly Le Nouvel Observateur 
pointedly noted . At present, there is  a broad agreement 
between France, Jordan , and the PLO around the 
strategy of proposing a comprehensive settlemen t at  the 
UN Security Council - most l i kely at Geneva and un
der the auspices of  both the United States and Soviet 
Un ion .  

$ 1 00 b i l l i o n  ECUs? 
But France's vigorous diplomacy is not without its 
detractors. There is sti l l  a fight going on between the 
proponents of  economic growth in the developing sector 
and Anglophi le advi so rs and polit icians who argue in 
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favor of giving free rein to "free enterprise. "  
The cen tral point of debate is the economic develop

ment program put together by Foreign Trade Minister 
Jean- Francois Deniau for the presidential pol itical 
coa lition ,  the Union for French Democracy (U DF) .  

Den iau's  plan exem plifies what the European M one
tary System can mean fo r the developing sector in re-

. vers ing years of I M F  genocide, austerity , an d famine i n  
the Th i rd World .  I t  cal ls for $ 1 00 bi l l ion i n  loans for in
vestm ent in the developing sector, loans to be deno
m inated in the new Eu ropean currency ,  the EC U .  

-Garance Phau 

G i sca rd 
fo re i g n 

d ef i n es 
po l i cy 

Below are excerpts from the text of a press conference 
gil'en hy French President Valery Giscard d'Estaing in 
Paris on Feh. 15 

Eu ropea n Monetary System 
I believe that the insta l lation of a European M onetary 
System (EMS) - al lowing for the creation of a zone of 
monetary stability in Europe - is a b asic element i n  the 
organization of Europe . . . .  

At  the Brussels meeting, we agreed upon a number 
of principles concerning the organization of the E M S  . . . .  

The .system has n ot been able to go i nto effect on  ac
count of a problem of a different k ind :  the existence of 
what are called "monetary compensation amounts" 
(MCAs) .  The problem is quite separate from the ques
tion of the E M S  . . . .  

I should li ke to confirm that we agree on  the 
arrangements arrived at in December for the E M S .  We 
favor the implementation of the E M S  as soon as  the 
current d ifficulties surrounding the MCAs have been 
cleared up . . . .  

Nature of future energy crisis 
I ran wi l l  not be able to bri ng its production back to its 
former l evel very quickly. In  the interests of its own 
national affairs ,  i t  wi l l  of course be constrained to 
resume extracti ng and sel l ing oi l ,  but before this h ap
pen s, it is importan t for the oil-producing countries to 
try as hard as they can to maintain the level of quantities 
sold on  the m arket. 

It is necessary on this occasion to avoid a confronta
tion situation .  That i s  why France, by making use of  the 
re lations it has maintained and strengthened with the 
m ain  Arab oi l -producing cou ntries ,  wi l l  be in contact 

with th em over the coming weeks. I t  wi l l  strive to ensure 
that there is  a concerted approach to the problem of oi l 
supplies . . . .  

The Middle East a n d  Ca m p  David 
The successive events occurring in  the M ideast conflict, 
that is to say, President Sadat's visit to Jerusalem over a 
year ago and then the Camp David meeting, have con
st ituted a sort of psychological approach to the facts of 
the problem . . . .  

. 

We bel ieve that only an overal l  solution can solve the 
prob lems of the Middle East, that is ,  a solution that is 
accepted by al l the countries of the region and approved 
by the international community, and one that provides 
an answer to a l l  the issues raised , i n  particular the situa
tion .of the Palestinians and the exercise of their 
rights . . . .  

We have to look further ahead . I f  these talks do not 
lead to an overall solutio n, I thin k  it would be better to 
return to another forum in  order to proceed with a 
careful evaluation of what has been achieved in the dif
ferent stages of the negotiations . . . .  

Where m ight this assessment take p lace if not in the 
United Nations Security Council? I should l ike to re
mind you th at it was agreed at Camp David that the ac
cords, if reached, would be laid before the Security 
Council so as to have international  endorsement . If this 
is planned in the event of  success, i t  should also be plan
ned in the event of a fai lure or  an impasse . . . .  

E u rope and Africa 
Now that we're in a new period,  a new framework must 
be sought for re lations between Europe, Africa, and, I 
might say, the Arab states . When I think of the Arab 
states I'm referri ng to the members of the A rab League. 
If  you look at a map of the world, you will see that there 
is a l arge zone around th e Mediterranean which brings 
together Europe, the Arab states, and Africa . 

I think  it woul d be useful  for the leaders of these 
states to meet one day, as others have done . . . .  It would 
be useful to have an agreement that would strengthen 
the ties of so l idari ty between Europe, A frica, and the 
A rab states both in regard to their security or in any case 
wh at they can do to avoid tension between them , and in 
regard to their contribution to thei r common problems 
of  develo pment .  . . .  

I was mindfu l  of this when I accepted the invitation 
from President Numeiri to go to Khartoum so that there 
co uld be  a meeting between the president in  office of the 
European  Economic Comm un ity and the president of 
the Organ ization of  African Unity.  I hope that we wil l  
exchange vi ews on the possibility .of preparing for a 
m eeti ng between the states of Europe, Africa, and the 
Arab League to strengthen their so lidarity and con
tri bute to thei r mutual development. . . .  
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e:a Traditional French allies 

[1\1 New French allies 

� Capitals of countries visited by a F rench 
'kY official in recent mont h s .  

O Capitals from where African leaders flew t o  
Paris in recent months.  

F re n c h-Afr ica n d i p l o m acy 

Chad: P resident Felix 
Mol loum visits Pa ris from 
Nov. 9- 1 6  
Maurita nia :  Head of state 
Salek visits Par is  from Nov. 
8- 1 6. 
Ivory Coast: President 
Houphouet-Boigny vis its 
Par is  on  Nov. 1 4. F ra nce's 
Min ister of Cooperation 
Robe rt. Gal ley travels there 
on Dec . 1 9 . 
Ethiopia:  Colonel  Bayeh,  
rep resenti ng President 
Mengistu,  visits Par is  on  
Nov. 4; 
Kenya: Head of state 
Dan iel arap Moi ma kes his 
fi rst tr ip to Pa ris,  rather 
than London from Nov. 1 3-
1 6  . •  

Liberia: F rench Minister of 
State for Foreig n Affai rs 
Ol ivier Sti rn  visits th i s  

- E ng l i sh-spea k ing ' nat ion in  
eC;Jrly Dece m ber.  
Sierra Leone: Fore i g n  
Affa i rs M i n i ster Sti rn  visits 
th is  Portug uese-spea k ing 
nat ion  i n  ear ly  December.  
Gambia:  Foreign Affa i rs 
Min ister Sti rn  visits th i s  
Portuguese-spea k i n g  nat ion 
in  ea rly December.  
G u inea-Bissa u :  Forei g n  
Affa i rs Min i ster S t i r n  vis its 
th i s  Portuguese-speaking 
nat ion  i n  ear ly  December.  
Cape Verde: Foreig n 
Affa irs  M i n i ster Sti rn  visits 
th is  Portuguese-spea k ing 
nat ion  i n  ea rly December.  
Mali :  French Cooperatio n  
Min i ster Gal ley visits t h i s  
West Africa n cou ntry on 
Dec .  1 8 . 
U pper Volta: Cooperation 
Min i ster Gal ley vis its this 

cou ntry o n  Dec. 1 9 . 
Guinea:  F rench President 
G i scard d'Esta i n g  vis its  th i s  
West African state from 
Dec.  20-22.  
Za ire: Pres ident Mobuto 
ma kes a mid-J a n u a ry '�r ip 
to Par i s .  
Sudan:  F rench Foreig n 
Affa i rs M i n ister Sti rn  visits 
with Suda nese P resident 
Jaafar N u m iery, head of 
the OAU, from J a n .  3 1 -Feb.  
4.  Said Sti rn :  "The objective 

Feb.  27-March 5, 1 979 EXECUTIVE I NTElL IGENCE REVIEW 

SEYCHElLES I S. 

of F rench-Africa pol icy i s  
the harmonious  
deve lopment of the tota l ity 
of the continent." 
Ca meroon: French 
President Giscard m a kes a 
state vis it .  President Ah id jo ,  
Cameroon's  head of state 
s ince 1 960, is, accord i n g  to 
the F rench da i ly Le F igaro,  
now one  of Gisca rd's 
pr inc ipa l  advisors on 
Afric a n  affa irs .  

E u rope 5 1  



G a rd n e r, State De pt .  d efe n d  
Publication o f  U . S .  repo rt m ay p ro vo ke amb assado r 's recall 

A scandal that may result in the expuls ion of  the United 
States Am bassador to I taly,  Richard Gardner, has been 
grabbing Italian headli nes and generating accusations of 
a U . S .  inspired destabi lizat ion p lo t  for the past week .  
The  scandal su rfaced when Repubblica , the  Rome daily 
owned by Gianni Agnel l i ,  pri nted excerpts from a report 
prepared by a Rome U .S .  Embassy official b lasting the 
I ta lian antiterrorist command as ruthless, corrupt and 
power-h ungry. Furthermore, the report urged that 
the Ital ian secret services should spend more t ime hun
ting Soviet spies ,  and less time crack ing down on the 
terrorists who have bedeviled Italy, and it  indicated that 
the U .S .  has been spying on  I tal ian security officials .  

On Feb . 1 2 ,  the government of  Prime Min ister 
Giul io Andreotti took a step that is unprecedented in 
peacetime relations between allied nations :  i t  expel led 
U .S .  Rome Embassy official Dominic Perrone, a 
Department of Defense analyst who authored the docu
ment printed in  Repubblica . At a State Department press 
briefing the day after the explusion ,  administration 
spokesman H odding Carter I I I  sidestepped questions 
concerning the affair and retorted to two separate 
questioners ,  "No o ne can question the position of our 
government  o n  terrorism ."  

The principal target of  the Embassy document i s  
General Carlo A lberto Dal la  Chiesa, a close personal 
co lleague of  former Prime M inister Giul io Andreotti . 
Dall a Chiesa was appointed last year to head up the 
Italian government's  special ant i  terror campaign .  Since 
his appointment, a s ignificant percentage of Red 
Brigades terrorists have been captured, tried and ja i led .  
Even more sign ificantly, Dalla Chiesa ha s  carried his 
investigatio ns th ro ugh to the point of establishing the 
chain of command behind the pol i t ical  destabil ization of 
his country - even at the point that the investigations 
lead directly to the doorsteps  of the Houses of Savoy 
and Pallavicin i (the leading "black oligarchy" fami l ies 
of Italy), and to the headquarters of Lloyds of London 
and the I sraeli government's foreign intel l igence service, 
the M ossad . 

Following the assassination last month of M i lan 
magistrate Alessandrin i ,  a prosecutor of the Red 
Brigades whose investigation into the Aldo M oro 
assassination opened the i n it ial chain of evidence poin-

t ing to Lloyds complicity, Dal la Chiesa redoubled the 
crackdown against the terrorist networks. As a result, 
since the assassination of Alessandrini on Jan. 30, over 
40 terrorists have been arrested and no successful terror
i st incidents have been executed . 

The leak ing of the Perrone report (see excerpts 
page 54) has been identified by representatives of both 
the Christian Democracy and the Comm unist Party of 
Italy as one significant component of a broader political 
destabi l izat ion,  engineered in part through the offices of 
Ambassador Gardner, and di rected at destroying the 
potent ial  for Andreotti to reconstitute a government 
based on a Christian Democracy-I ta li an Communist 
Party al l iance. The issue of successfully defeating the 
wave of bloody terrorism has been perhaps the central 
issue around which that a l l i ance has developed. 

The Communist dai ly L' Unita ran a front-page story 
on Feb . 1 3 , informing the State Department that "this 
country is  not in Latin America," and ins isting that any 
self-respecting government would eject the Ambassador 
as persona non grata as a result of his role in preparing 
and circulating the report. The following day, under the 
ban ner head l ine "U .S .  Spy Thrown Out of Italy ," 
L' Ullita warned th at Perrone's expuls ion "can not be 
co nsidered the conclusion of the affair . . .  " Ugo 
Pecchiol i  a PC I member and the v ice-president of  the 
Parl iamentary Committee on the Security and Informa
t ion Services ,  was quoted as demanding "the expulsion 
from our territory of those American cit izens who turn 
out to be i nvolved in this espionage operation ."  

Information printed in  a subsequent Repubblica arti
cle provided further evidence that the complicity extend
ed beyond Perrone.  Perrone's document was trans
m itted through official coded channels back to the Pen
tagon which in tu rn forewarded the decoded copy on to 
the relevant locat ion in the State Department .  It was ap
parently th rough the State Department that the report 
found its way i nto the Agnel l i  press .  

The Perrone report was composed primarily of  
synopses of interviews with various unnamed Italian 
and intell igence officia ls ,  al l of whom were highly 
critical of  the effort to date against the terrorist 
networks .  However, the contents of the criticisms cen
tered principally around the fact that Dalla Chiesa had 
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Red B ri g a d es 

bypassed traditional  I nterior Ministry-centered com
mand chains in h is effort to maintain high security 
around his operations.  Last year, Ital ian In terior 
M inister Cossiga had been forced to resign in the wake 
of evidence that  his M i n istry had been heav i ly  
penetrated by elements involved in  supporting and 
deploying the Red Brigades; and that Cossiga himself 
was one complici t  figure. 

Within days of the Repubblica story, which was in
tended to aggravate bitter factional rivalries and 
political conflicts within the intell igence services and the 
mil itary and thereby further undercut the antiterror 
campaign,  a second attack was m ade against General 
Dalla Chiesa. On Feb . 1 4 , members of a Red Brigades 
spinoff group sto le a car frequently used by Dalla 
Ch iesa and b lew i t  up in front of  his home. 

Days later, a pamphlet was widely circulated in 
Rome under the pen of  Francesco Berardi ,  a protege of 
Jean- Paul Sartre i nvolved in  organizing " l iberal" sup
port for the Red Brigades. The pamphlet charged that 
Dalla Chiesa was himself i nvolved i n  p lotting terrorist 
operations in Bologna directed against local pol ice and 
m agistrates . Berardi c lai med that the objective was to 
place blame on the Autonomi,  a mass anarchist group 
itsel f involved in terrori st operations . Berardi is  a leader 
of the Autonomi . 

Following this sequence of attacks against the anti
terror efforts from elements ranging from hardcore Red 
Brigades terrorists to left-radical umbrella gangs ad
vocating violence to ranking officials of the U . S .  Em
bassy, the Christian Democracy joined the PCI in 
call ing for a Parliamentary investigation of the Perrone 
affair. labeling it in an official party statement as an ac
tion that "must be seen in the context of an overall 
destabil ization of the country ."  

At the same time, the Communist Party has exposed 
links between the Red Brigades and the fascist De 
Carolis wing of the Christian Democracy . An article in 
the Feb .  16  issue of L '  Unita, titled "The DC Paid the 
Dissident Red Brigader ," revealed that jailed Radio 
M onte Carlo journalist Ernesto Viglione had acted as an 
intermediary and fund conduit between members of the 
Christian Democracy and a Red Brigades "9issident ."  
According to  L '  Unita , nearly 1 8  mil l ion l ira had been 
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co ndu i ted through V ig l ione  to  th is  terrorist  to 
arrange his escape from Italy . Viglione, who was 
arrested following the reprinting of the story in the 
week ly L 'Espresso, told investigating j udges that one of 
the DC sources of funds was a member of Parliament 
named Carenin i .  Viglione'S association with Red 
Brigades elements was subsequently further corro
borated by the appearance of his name in a personal 
telephone book belonging to the Sobregondi brothers, 
both of whom are known to have participated iri the 
Aldo Moro assassination and related recent terrorist ac
t ions .  The So bregondi brothers are part of the 
Pallavicini  family, one of  the leading ol igarchical 
famil ies in Italy and one -of the families identified in the 
Dalla Chiesa investigations as linking the ostensibly 
"right-wi ng" monarchist faction of the DC to the Red 
Brigades. Carenin i-the conduit implicated by Vi
glione, is himself part of this extreme right wing element 
within the DC , associated wi th Senato r  Massimu De 
Carolis. In recent articles printed in the daily Paese Sera, 
De Carolis was identified as part of the neofascist Pan 
E ur op ea n  m o vement  assoc i ated w i t h  Ot to  v o n  
Hapsburg .  

The  Perro n e  repo rt 
Following are excerpts from u. s. State Department of 

ficial Dominic Perrone 's report attacking Italian anti
terrorist chief General Dalla Chiesa, as it appeared in the 
daily Repubblica on Feb. 13. Based mostly on statements 
from ident(fied sources , the report was titled hy Repub
bl ica . .  Dossier: Secret State Department Report Oil 
Italian Security Services. " 

A sen ior Carabin iere oHicial and head of the 
cou nterespionage center of SISMI ( the secret police 
of the Defense Min istry) : 
"The failure of the SISDE ( Interior Ministry security 
service) , however, cannot be attributed completely to 
Gen . G rassini (head of SISDE -ed . ) .  It i s  certain that 
he lacked the governmental cooperation and assistance 
necessary to successfully complete SISDE's operations . 

"The operations of Gen . Dalla Chiesa completely 
obscure the SISDE.  Gen , Dalla Chiesa makes assign
ments directly to his counterespionage center for assist
ance in anti terrorism . . .  " 
A source in a position that permits access to CESIS 
(coordinating body of a l l  the various services) : 
"The fai lure of S ISDE to become an effective organiza
tion cannot be attributed to Gen . Grassini, in view of 
the fact that he is not given full cooperation by the 
government,  and personnel are den ied to him and go to 
Gen . Dalla Chiesa i nstead ." 

Vita Se ra pu b l i c izes 
In its Feb. 9 edition, the daily V ita Sera carried a feature 
article outlining the contents of the European Labor 
Party 's dossier linking the murder of former Prime 
Minister A ldo Moro to Britain and British-linked intelli
gence networks in Italy. The article also reported on the 
efforts of the u. s. Labor Party - the EL P's cothinker 
organization - to fund a nationwide television broadcast 
by VSL P Chairman Lyndon H. LaRouche, Jr. on the war 
danger embodied in the present policy-course of the Carter 
A dministration. Following, with minor deletions, is the 
text of the Vita Sera article, titled " The Moro Tragedy: 
There A re Even Those Who A ccuse Queen Elizabeth . "  

" But the most complete investigation of the Moro 
caSe is that written by the information service of 
the ELP (European  Labor Party, Italy - ed .) ,  a 
strange group with lots of money, which defines it
self as extreme left .  One hundred and ten pages 
d istributed to journ al ists last autumn to demon-

A senior Carabin iere offic ial: 
"General Dalla Chiesa is oriented towards act ion and 
interested in getting results, but he doesn 't worry too 
much about how to get them . If he were ordered to 
el iminate the Red Brigades, he would go to work imme
diately using any method avai lable, with the sole object 
of i ncreasing his chances to bring the action to fruition .  
The delicate q uestion of the i llegality or legality of his 
actions would not interest him; he would rather tend to 
act first, leaving to others to worry about whether the 
action were entirely legal or not. He has under his own 
control the special prisons for the Red Brigades, and it 
can be expected that he uses whatever methods possible 
to get information from the prisoners about the Red 
Brigades . 

" . . .  He is a person in the l imel ight, who is also 
desi rous of public recognit ion of his effo rts . . .  Gen . Dal
Ia Ch iesa is ve ry ambitious . . .  " 

Perrone h imself com ments: 
"To further clarify the personality of Gen . Dalla Chiesa, 
it is  added: on Jan.  28 , 1 979, two senior officials 
assigned to S ISMI  confirmed involuntarily that Gen . 
Dalla Chiesa. is in the habit of evading the normal chan
nels of command . . .  U nfoi'tunately the counterespion
age operations,  once the first object of the First Divi
sion,  now occupy a position of secondary importance, 
after terrorism ."  
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E lP d o ss i e r  o n  Mo ra m u rd e r  
strate that at the head of  the plot against Moro 
was the Q ueen of England . Helping her were the 
I sraeli Secret Service ,  the' Sovereign Mil itary Order 
of Ma lta, Henry K issi nger ,  the Mafia ,  the Socialist 
I n tern at ional and the ari stocracy in genera l ."  

This  i s  the concl usion of a front-page article ap
peari ng yesterday, (in the Milan Corriere della Sera -
ed .) commenting o n  the arrest of the journalist who was 
the go-between for the meeting between the "dissident 
Red Brigader" and Hon . Cervone . Th us, for the first 
tim e i s  discussed the first (and on ly) political dossier 
produced by the ELP - an offshoot in I taly of a move
men t  present throughout Europe and linked to the V .S .  
Labor Party o f  the American LaRouche. However, 
these organizations are not new to the newspapers . In an 
article in the authoritative Newsweek (Businessweek ac
tually publ ished the article - ed . )  of last Jan . 22,  for ex
ample, this group was credited with the fai lure of a com-

Ga rd ne r's o u ste r 
u rg ed by pe l 
Responding to the publication of the Perrone report in 
Repubblica on Feb. 13 ,  the Communist daily Vnita the 
same day blasted the United States for preparing such a 
report , and urged the Italian government to declare A m
bassador Richard Gardner persona non grata. The text of 
the page I Vni ta article, titled "A merican Espionage in 
Italy: This Country Is Not in South A merica, " follows. 

La Repubhlica this morning published a "report" of high 
American mi l itary circles on the Ital ian secret services . 
At  the moment we don't know the ent ire contents of i t ,  
but on the basis of prel imin ary information furnished by 
the daily, it is possible to estab lish :  I )  that the V .S .  
genera l staff requested from their Embassy i n  Roine an  
investigation o f  the situation of the security services o f  
ou r  country; 2 )  that the said embassy executed its task 
by obtaining information from "internal sources" in  the 
servi ces , sources cited widely in  the "report;" 3) that ex
tremely derogatory judgements are made concerning 
persons and institutions, to the point of referring to the 
fai lure of the refo rm of the security services. 

Apart from ruling out that such an investigation -
which some would call espionage - would have final  
authority, i t  seems evident  that the supreme military 
hi erarchy of  our  al lied general staff consider it normal to 

mercia l  agreem en t between the Hong Kong and 
Shanghai Banking Corporation and the American 
M arine Midland . . . .  The V .S .  Federal Reserve, in fact, 
has blocked the merger on the basis of  accusations of 
"drug exporting" made by LaRouche's men against the 
Anglo-Chinese bank . 

. . .  But let's take a look at last at the characteristics of 
this polit ical group, defined at different times by the 
mass media as an organism of the Russian KG B, finan
ced by the American CIA and so on .  

(The ELP supports the  European Monetary Sys
tem) ,  which is defined as a "rethinking" of the develop
ment bank already proposed by their leader LaRouche. 
. . .  The ELP fights for technological progress ,  for a 
policy of interdependence between the developed coun
tries and the Third World . . . .  For the ELP, for example, 
the crisis in Iran is the work of the forces promoting a 
new Middle Ages , and they attack Khomeini as a "pup
pet of K issinger" - the advisor of Carter and of Ar-

ascertain the state of our services , which, by irony of  
fate, are called secret , i n  order to establish how far they 
can t rust us (obviously from the point of view of V .S .  
strategic-political interests) . One  must a sk  whether their 
worried conclusions wo uld induce them to introduce 
concrete measures to rectify the unsatisfactory Ital ian 
s ituation .  What measures? Politica l ,  m il itary, under
cover ,  economic? Which of our generals will be fired by 
Washington? 

Let's try to imagine, not that such an investigation 
would be conducted by the I talian ambassador in the 
V .S .  on the CIA, but simply that an analogous event 
were discovered in Paris or Bonn . The least that would 
happen would  be the summoning of  Mr .  Ambassador to 
the president's or chancel lor's office, to . hear himself 
declared persona non grata. A protest would be fired off 
to Washington ,  and there would be an equally fiery 
NA TO meeting. Then one would find out that a certain 
number of administrators and functionaries of the secret 
service had been relieved of their jobs .  

What wi l l  happen instead, in I taly, in this country 
where on any given day one can see with what sense of  
the State certain men of  the governing party operate 
when faced with extremely del icate problems of 
democratic security? This country is  not located in 
South America, and we Communists wil l  do everything 
we can to prevent it from ending up there. 

Feb.  27-March 5, 1 979 EXECUTIVE I NTELL IGENCE REVIEW Counter inte l l igence 55 



batov, and therefore of the two people who maneuver 
behind the international political scenes against U . S .
Soviet detente, and in  favor of a n uclear war between the 
two superpowers . 

That's not a l l .  The ELP fights, above al l ,  against the 
conspiracy organized a long time ago by the colonial 
empire of Her Britannic M ajesty . According to the 
brains of the organization ,  the English Crown,  backed 
up by the Black Intern.ational and the Socialist Inter
national, by the Roths9-hild and the Warburg Banks,  
and by Israel i ,  English as wel l  as American Zionist 
agents, is responsible for the strategy of destabil ization 
and terrorism in Europe and in  the world .  

The men of the ELP and the U.S .  Labor Party are so 
convi nced of  th is  thesis that  they are at  th is  m oment 
raising $200,000 for air time on a U .S .  TV network to 
permit their ch arismatic leader LaRouche to "explain to 
the world the treachery of the British agents and their 
terrori st policy in the European countries and the Third 
World . "  

I t  i s  also said that he will take the opportunity to 
discuss the M oro case in this context .  

The first  Ital ian call ing card of substance is  certainly 
the famous dossier on  the k idnapping and assassination 
of Moro, presented to the press with 2-3 ,000 copies cir
culated around the country . We wil l  make a brief 
resume of  the 1 1 0 pages complete with organizational 
charts  o f  terrorism, drawn up by the i nformation service 
of the group .  Meanwhile the cover i s  already indicative: 
the British flag hangs over the phot < raph of Moro as a 
prisoner p ut o ut by the Red Brig · Then the title, 
"Who Ki lled Aldo Moro?" The first chapter begins by 
accusi ng the gui lty parties of being the "Guelph con
spi rators against the Grand Design . "  These are Henry 
K issi nger , former Secretary of State o f  the U .S . ;  
(Moshe) Dayan , Is rael i Foreign Minister; Richard 
Gardner, "agent of  Her Britannic Majesty who passes 
himself off as U .S .  Ambassador to Rome." Then thei r  
I talian allies: Craxi, La Malfa ,  Lombardi,  Cracciolo ,  
Pall a  vicini ,  Agnel li ,  Carl i ,  Amintore Fanfani . . .  al l  these 
maneuvering to bring I taly into "the 90-day destabiliza
tion scen ario ." The real objective of the conspiracy is to 
explode the Grand Design of East-West cooperation :  
the im mi nent economic and monetary accords of  
Bremen and Bonn ,  b,uilt in the  sp irit of Charlemagne, 
the project for interdependent develop ment of the 
economies of the advanced sector countries and the 
Third World. 

' Phase I :  Destabil ization o f  the State' - describes 
the operation to end the mediating work of M oro -
"architect of the labor- industry all iance ."  Working 
agai nst the I tali an state are, in particular, Giorgio Ben
venuto and Gianni Agnell i ,  I n terior Minister Cossiga 
and his English colleague Rees . 

' Phase 2: Kidnap and murder' - makes a profile of 
the "professional wild beast," that i s  the Red Brigades 

terrorists recruited by the terrorist brain trusts that work 
in Italy. We list them in the order reported in the 
dossier: The Royal Ins itute for International Affairs of 
London, l inked to the Italian Institute for International 
Affairs which i ncludes Agnelli ,  Spinelli (founder of 
L' Expresso), the Communist Sergio Segre, Amendola, 
Riccardo Lombard i ,  Bonann i .  Then the Agnel l i  
Foundation with the Cattaneo Institute (members are, 
among others,  the sociologist Alberoni  and Interior 
Minister Prodi), with the University of Trento with 
A lberoni,  "creator of the Red Brigades" and others . 

There is finally the British Crown , l inked to the 
House of Savoy and the Sovereign� Military Order of 
Malta indicated as the crucial element of the strategy of 
tension of 1 968 to 1 978 ;  the Socialist In ternational of 
Brandt, the Zionist lobby of Seniga, Piperno, De Bene
detti , the coupists Micel i ,  Maletti ,  Henke and the Black 
International of Otto von Hapsburg, Colonna, Palla
vicini, Guido Colonna di Pall iano . 

Who f u n d s  terro r ists 

In an article in its Feb. 16  edition , titled " The DC paid the 
' Dissident Red Brigader, ' " the Communist paper Unita 
revealed that money had been transferred to the terrorist 
Red Brigades from a member of the Christian Demo
cratic faction of right- wing Senator Massimo Di Carolis 
through a Radio Monte Carlo journalist .  Excerpts from 
the article appear below: 

. . . The journalist V ig li one conti nues to spi l l  the beans . . .  
la st year about 1 8  mil l ion l ire landed in Viglione's 
hands, by mean s  of the DC member, destined for the 
self-styled Red Brigade member in exchange for "revela
t ions ," details revealed by the same journalist during an 
i nterrogati on . . . .  

Another chapter (sti l l  very obscure) concerns the 
presumed contacts of Viglione with "real" Red Brigades 
circles . The i nvestigato rs sti l l  have to clarify ,  i ndeed, 
how i t  happened that on a list found in  the house of  the 
Sebregondi bro thers  (one is  in jai l ,  accused of the 
Patrica m assacre; the other is sought for the Moro case) , 
there is the phone number of the Radio Montecarlo 
journalist, next to the name "Ciccio ."  . . .  

Even now it is not what use was m ade . . .  of the 
inform ation that V iglione passed on . And then: who 
decided to al low so much money to end up in the hands 
of a se lf-declared terrorist? What type of guarantees 
were requested and obtain,ed? Why was the magistracy 
not completely informed about this a ffair? Those ques
tions  h ave been wai ti ng for an answer for too long. 
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