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From the 
Editor-in-Chief 

I n the last week of March, the Trilateral Commission met in London 
and this week our Special Report takes a close-up look at what was 
discussed there and the events which have followed from the meeting. 
The documents of the meeting-speeches and agenda items-reveal 
only the surface aspects of the meeting. The Trilaterals concerned 
themselves mainly with containing the emergent power of continental 
Europe, of France and West Germany, and forcing the "allies" back 
into line with current Carter administration and Thatcher government 
policy. For the Third World (or "North-South relations" as it is called 
in such gentlemanly meetings), a regime of "hot spots" are planned 
combined with the revamping of the dictatorial·authority of the IMF 
under the guise of the recently reformulated Brandt Commission 
program. All in all, it was a push to "the brink" of chaos for the crisis
managers; the results came all too soon in Iran and the Middle East. 

Our report's preparation has been directed by Contributing Editor 
Christopher R. White, who introduces the subject and summarizes the 
key strategic points of the Trilateral meeting's plans. We then take a 
look at the "hot spots" -with Mideast Editor Robert Dreyfuss on 
that hottest of spots; Africa Editor Doug DeGroot on Chad and 
related situations; a look at the emerging U.S. confrontation with 
Cuba; and .finally, Latin American Editor Dennis Small's examination 
of how the Brandt Commission program is undergoing its first 
implementation in Jamaica's battle with the IMF. We have of course 
included the relevant documents from the meeting. 

We note for our readers an excellent feature this issue on the 
collapse of the U.S. construction industry's overseas operations-the 
$600 billion market in the Middle East and elsewhere that the U.S. is 
losing out on, and why. 
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Editorial 
by Nora Hamerman 

Deregulation is economic warfare 

Already reeling under Federal Reserve Board 
chairman Paul Volcker' s credit crunch, the Ameri
can economy is about to be hit with the next phase 
of economic warfare: Trucking, rail, shipping, te
lecommunications and other vital industries are 
slated to be deregulated within the next six months, 
stripped of the government regulations which have 
generally promoted industries since the Depression .  

Far from stimulating "healthy competition" as 
it its advocates maintain, deregulation will lead to 
the elimination of all but a few giants in the trans
portation and telecommunications fields, and un
precedented regulation o f the economy under them. 

The Motor Carrier Reform Act of 1 980, a 
sweeping piece of legislation which overrides 45 
years of regulation in the trucking industry, is now 
expected to pass Congress in mid-April .  Touted as 
"anti-inflationary" by its advocates from liberal 
Sen . Kennedy to the conservative Friedman crowd, 
the actual impact will be price wars; lethal cutbacks 
on maintenance and capital investments by car
riers; the abandonment of unprofitable routes, 
leaving thousands of small towns in complete iso
lation; deterioration of pay scales and work condi
tions; and a dramatic increase in the accident rate. 
The consequences and costs were detailed in a 1 979 
EI R Special Report, where deregulation was shown 
to be a "disaster worse than Vietnam ." 

Moreover, under a ruling the Interstate Com
merce Commission is expected to adopt this spring, 
return on equity in the industry will be limited to 1 2  
or 1 4  percent. In the present tight-money environ
ment one-fourth to one-half of  the nation's carriers 
could be put out of business, since they are forced 
to borrow money at an average current rate of 35  
percent, more than double the rate they will be 
permitted to make on equity investment ! 

In addition to trucking, the Senate has j ust 
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passed a bill ending a century of regulation of the 
railroads and on M ay 1 ,  a House bill deregulating 
the shipping industry comes up for vote. 

The issues in this deregulation fever go to the 
very heart of the historical battle between the 
American System of economics practiced by Wash
ington,  Franklin and Hamilton,  and the various 
fo llowers of Adam Smith, who used the slogan of 
"free trade" to carry out economic warfare against 
infant American industries in the 19th century. 

American industry was built under the aegis of 
Alexander Hamilton's 1 79 1  " Report on Manufac
tures. " Hamilton defined mankind's power to ex
tend human sway over nature through techn ology 
and manufacture as the central conception of poHt
ical economy and insisted that government must 
help to create the conditions for such industrial 
growth . Despite a concerted assault under presi
dents Jefferson, Madison ,  and Monroe, elements 
of the Hamiltonian approach persisted until Jack
sonian economics brought the U . S .  government 
fully under the British System . 

Andrew Jackson terminated the federal govern
ment financing and regulation of "internal im
provements" in the country's infrastructure . As a 
result of Jackson's version o f  "dereg" numerous 
farmers were bankrupted; the U . S .  rail system grew 
chaotically and offered a field day for speculators. 
M any areas did not get transportation service. 

Only under Lincoln were national rail corpora
tions actually established by Congress. Later, in 
1 887, under pressure from a Lincoln-allied Su
preme Court, Congress created the Interstate Com
merce Commission.  

The resulting national transport network capa
ble of supporting a rapidly growing industrial 
economy is what the "deregulators" of today want 
to turn back the clock and destroy . 
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U.S. unemployment: it's 
approaching double digits 
by Lydia Schulman 

Everyone has been talking about double digit inflation. 
But double digit unemployment? Surely Surely things 
won't get that bad during this recession,  say the Carter 
administration's economic wizards . 

The fact is that by any sensible measure of the unem
ployment rate, we are already pushing the double digit 
level . The Department of Labor, which recently reported 
6.2 percent unemployment in March, ha& been seriously 
understating the nation's real unemployment rate by 
dropping at least one million "discouraged workers"
those who have stopped actively looking for work for 
the time being-from what the DOL defines as the 
"labor force," together with a number of other statis
tical ruses . Moreover, unemployment in the nation's 
key industrial sectors is already in excess of 10 percent, 
as a result of Fed Chairman Volcker's tight credit 
policies. 

As of the 63,000 new "temporary" layoffs announced 
by the Big Three auto-makers on April  4, approximately 
225 ,000 U.S .  auto workers were on temporary or indefi
nite furlough . This figure represents more than 20 per
cent of the 1 . 1  million workers employed in auto, truck, 
trailer-truck, and parts producing plants, and is higher 
than the number of workers furloughed during the 1974-
75 recession.  Upwards of 1 5  percent of the nation's 4 
million�plus construction workforce is out of work; more 
than ten percent of the steel and rubber workforces have 
been idled as a result of permanent plant closings and 
firings; and a growing percentage of the nation's state 
and municipal employees. 

In Michigan , an industrial state that is a prime victim 
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of the Volcker credit crunch, official unemployment is 
running at a 1 1 . 3 percent rate, or double the national 
average. One fam ily out of ten is presently on welfare. 
Eighty percent of all new federal benefits in the govern
ment's Aid to Families with Dependent Children (AFDC) 
program last year was claimed by Michigan .  These star
tling figures point up the most troubling dimension of 
the nation's  burgeoning unemployment crisis:  the fact 
that highly skilled labor power is being lost, possibly 
permanently . 

The unemployment crisis is only beginning, however. 
At this moment, banks across the country, small and 
large, are retrenching fast on loans to consumers and 
businesses rather than pay the new penalties imposed by 
the Federal Reserve. One banker at a small upstate New 
York bank commented in a recent interview that every 
bank in his area was not only intensively screening all 
new consumer loan applicants, but calling in loans to 
avoid paying the new 1 5  percent reserve requirements on 
consumer consumer credit extended above a March 1 4  
base leve l .  This sort of retrenchment means widespread 
layoffs in the retail and wholesale trade and other service 
sectors, categories of employment that have been holding 
up the national average. 

The impact of the liquidity crisis 
Even more forboding is the evidence that some of our 

maj or industries , such as paper, auto, steel, and rubber, 
are faced with looming liquidity crises. Many economists 
have now realized that corporate liquidity has deteriorat
ed suddenly and is in worse shape than in 1 974, on the 
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eve of the worst recession since the Great Depression. 
The attentively-watched "quick ratio"-cash and liquid 
assets to short-term obligations-in the steel industry 
was 1 9  percent at the end of last year. compared with 44 
percent at the end of 1 974; in paper products industry the 
quick ratio has declined from 37 percent to 29 percent; in 
auto, from 1 7  percent to 15 percent; and in rubber from 
1 7  percent to II percent. Any further deterioration in the 
markets of these industries will force them into a further 
retrenchment merely to keep their heads above water
such as the Ford Motor Company recently initiated . 

Following right on the heels of Volcker' s moves to 
restrict credit availability, a series of bills deregulating 
the nation's transportation and telecomm unications in
dustries will deliver the next blow to the nation's seriously 
weakened economy. The Motor Carrier Reform Act of 
1980, which overrides 45 years of stability and safety
ensuring regulation of the trucking industry in one fell  
swoop, is now expected to be passed by Congress when it 
convenes in mid-April .  

The devastating impact of trucking deregulation on 
not just the trucking industry but on the whole U . S .  
economy was the subject o f  a special report issued b y  the 
Executive Ingelligence Review last fall ,  "Trucking Dere
gulation, A Disaster Worse than Vietnam ." Touted as 
"anti-iriflationary" by its advocates-who span the polit
ical spectrum from the "ultra-liberal" senator from M as
sachusetts to "conservative" Milton Friedman and his 
cronies at the American Enterprise Institute-the real 
impact of trucking deregulation will be: ferocious price 
war among the carriers; lethal cutbacks in maintenance 
and capital spending; the abandoning of all but the most 
profitable routes, leaving thousands of rural communi
ties out of touch with the rest of the nation's economy; a 
deterioration of pay scales and working conditions; and 
a soaring accident rate. 

Ironically, another effect of trucking dereg will be the 
skyrocketing of transport costs, as productivity plum
mets and many of the "competitors" drop out of the 
market through bankruptcy . The EIR special report on 
trucking dereg estimated that some 500,000 Teamster 
j obs are at stake if trucking dereg legislation goes 
through . 

The effect: 
more unemployment 

Bills deregulating rail and shipping and a landmark 
decision April 7 by the Federal Comm unication Com
mission deregUlating the telecommunications industry 
could pave the way for a similar pattern of events in those 
industries. 

Such developments-unfolding now or about to
are barely registered in the government's official unem
ployment tally . 
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The DOL reported that 6.4 million workers were 
unemployed in March out of a work force of97.  7 million: 
an unemployment rate of  6.2 percent.  The DOL tally, 
however, understates the number of unemployed work
ers by several million,  conservatively speaking. One of 
the biggest hoaxes in the government's unemployment 
rate is that it masks the considerable rise in the category 
of "discouraged" workers, those people who have given 
up actively looking for work and who have consequently 
been dropped out of the "labor force." 

As the Volcker crunch intensified last fall ,  the number 
of workers too discouraged to look for work rose from 
.75  million in the fourth quarter of the year to 1 million 
in the first quarter of the current year . These discouraged 
workers really represent an additional million unem
ployed . Similarly, the DOL reported that 1 6 .2 million 
individuals had part-time j obs in March, 3 . 1  million of 
whom were working part-time "for economic reasons." 
It is likely that at least several million of  those part-time 
employees would really like to have better-paying, full
time employment (with benefits, paid h olidays, and so 
forth) but could not find such jobs.  Those workers 
represent another several million hidden unemployed . .  

Such a s  they are, the government unemployment 
statistics began to register a significant development in 
the nation's employment situation in March . The num
ber of employees on nonagricultural payrolls fell by 
1 40,000 over the month , with construction and other 
blue collar industries accounting for the entirety of the 
decline. Until recently, increases in employment in the 
service sector of the economy had offset stagnation or 
decline in the blue collar payrolls .  In March, employment 
in the service sector remained unchanged at 64. 1 million . 

The biggest over-the-month drop in March was in 
the construction industry, where employment dropped 
by 1 35,000. This was the second consecutive montly 
drop,  bringing the total loss of construction jobs over 
February and M arch to 200,000. 

This development was hardly a surprise in view of the 
condition of residential construction, which is down 
more than 35  percent from last year's levels .  But com
mercial and industrial construction are also now being 
hit by the tight money conditions and obstructive gov
ernment regulation . 

Public Service of New Hampshire reported in late 
March that continuing financial troubles were forcing it 
to begin laying off half of the 4,700 workers who are 
building the Seabrook nuclear facility . Public Service 
president William Tallman blamed high interest rates 
and "the unsettled state of the capital markets" as the 
chief factors in the utility'S decision to reduce Seabrook's 
workforce.  By effecting the layoffs, the utility can avoid 
borrowing the $77 million it needs for construction this 
year. 
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DomesticCredit by Lydia Schulman 

The Fed's dilemma 

Driving rates up will mean a blow-out in the U.S. corporate 
sector, but offsetting or easing those rates will mean a blow
out of the dollar. 

Interest rates on the Eurodollar 
market dropped an average of one
quarter percentage point on all 
maturities on April 9. The easing 
of rates in recent days has been the 
most dramatic at the short end of 
the market . Rates on one-month 
deposits , for example, fell to 1 8% 
percent from an all time peak of 
20 1/2 percent on M arch 3 1 .  

Traders atrributed this signifi
cant easing of rates to a combina
tion of technical factors-princi
pally the availability of cheaper 
sources of financing for banks in 
other markets-and the fact that 
investors are now betting that dol
lar interest rates have peaked. 

On the second count, expecta
tions are now rife that the V . S .  
economy is i n  the throes o f  a deep 
recession, and that demand for 
credit and interest rates will ease in 
response. Citicorp chairman Wal
ter Wriston put out this line at a 
Houston press conference April 8 .  
" M y  stomach tells m e  that i f  the 
prime rates are not at their top, 
they are so close as not to make 
any difference." This view-or new 
strain of stomach virus-quickly 
spread through the financial mar
kets last week . 

M uch more interesting and 
suggestive are the so-called tech
nical reasons for the easing of Eu
rodollar rates last week. The prin
cipal factor behind the sudden rise 
in short-term Eurodol lar market 
rates at the end of March was a 
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scramble for funds by cash-short 
banks . M any banks were and are 
in the unlucky position of having 
to fund long-term fixed-rate loans 
with very dear money .  Now it ap
pears that the banks are seeking 
cheaper money in the federal funds 
market , the domestic interbank 
o v erni ght m a r k e t ,  where r ates 
came down from 19 3/8 percent 
on April 7, to 1 7  1 /2 percent on 
April 8, and even lower April 9, 
bank settlement date . 

T h e  Federal  Reserve i tse lf  
brought down the rates by buying 
g o v e r n m e n t  ag e n cy c o u p o n s  
(long-term bonds) and injecting re
serves into the banking system, off
setting the m arginal reserve re
quirements which went into effect 
in the April 9 reporting week . 

These off-setting moves by the 
Fed point up the insoluble dilem
ma that the central bank faces: 
how does it carry out its credit 
austerity policies without trigger
ing maj or bankruptcies through
out the V . S .  economy. The alarm
ing deterioration of V . S .  corporate 
liquidity, in fact, made the front 
page of the Wall Street Journal on 
April 8. 

At the same time, by allowing 
interest rates to ease as it has done, 
the Federal Reserve set the stage 
for last week's  run against the dol
lar . Swinging back the other way, 
it is possible that concern about 
the plunge of the dollar-which 
lost nearly 4 percent of its value 

against the West German mark 
between April 7 and 9-could 
prompt Fed Chairman Volcker to 
tighten credit domestically yet an
other notch in the weeks ahead. 

In a n  i nterview l ast  week 
Schroder Bank economist William 
Griggs commented that he believes 
the dollar is now headed to the 
1 .8090 level . Dr. Griggs believes 
that the Fed is not considering 
raising rates to firm the dollar . But 
international political considera
tions, namely the desire for a 
strong nation and dollar to anchor 
the disintegrating NATO alliance, 
have weighed heavily in the delib
erations of Council on Foreign 
Relations member Volcker in the 
past . 

The rapidly deteriorating con
dition of V . S .  corporate liquidity 
will undoubtedly put more upward 
pressure on interest rates . Many 
economists have suddenly become 
c o n cerned a b o u t  a precipitous  
drop in the "quick ratio"-cash 
and liquid assets to short-term 
debt-in many sectors of the econ
omy, which could force a multi
tude of corporations to rush to 
borrow money short term merely 
to meet their financial obligations. 

The overall liquidity situation 
of V . S .  non-financial corporations 
is now worse than in 1 974 on the 
eve of the worst economic blow 
out since the 1 930s. The corporate 
strategy industries like paper, steel 
and rubber have opted for-shut
ting down unprofitable capacity 
and shrinking their industrial op
erations-has not even succeeded 
in improving their balance sheets . 

The growing worry is that any 
added bad shock to the illiquid 
sectors of the economy could lead 
to a wave of 1 930s-style bankrupt
cies . 
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Gold by Alice Roth 

Mr. Hunt was pushed 

In the sudden fall of the silver market that trapped the 
brothers Hunt, the beneficiaries of their misfortune were very 
well positioned to have rigged the whole affair. 

In last week's column, we sug
gested that Bunker Hunt did not 
merely stumble upon some bad 
luck in the silver market; he was 
'pushed. Further evidence of this 
surfaced last week when Charles 
Stahl,  the publisher of Green 's 
Commodity Market  Comments ,  
pointed out that some maj or met
als trading firms, who happen to 
be i n fluentia l  m em bers of the  
board of the  New York Commod
ity Exchange (COM EX) and Chi
cago Board of Trade, had been 
selling short the silver market. 

In January, when Hunt's ef
forts to corner silver supplies were 
making financial press headlines, 
the two exchanges voted severe 
restrictions on silver trading. These 
measures, along with the Federal 
Reserve'sjacking up of short-term 
interest rates in February and 
March, punctured the silver bubble 
and sent prices plunging from a 
peak of over $50 an ounce in Jan
uary to a mere $ 1 0.80 on M arch 
28, the day that the Hunt brothers' 
misfortunes rocked Wall Street . 

over a barrel and, as of March 3 1 , 
Bunker stood to lose $400 million 
on the deal .  Engelhard "accepted" 
a chunk of the Hunts' Canadian 
oil and gas properties to close the 
gap as well as 8 . 5  million ounces 
of physical silver. 

Engelhard Minerals, the thir
teenth largest U.S .  corporation in 
annual revenues, is closely inter
twined with the British financial 
el ite . M em bers  of Engel h a r d ' s  
board include Felix Rohatyn o f  
Lazard Freres a n d  Gavin Reily o f  
the South Africa-based Anglo
American Corporation.  

Other COMEX board mem
bers who had extensive short po
sitions include J. Aron and Mo
catta M etals. Mocatta Metals is  
affiliated to London's  Mocatta & 
Goldsmid, which has acted as the 
Bank of England's official silver 
broker since 1 696.  

According to Stahl, Engelhard 
and Mocatta also had access to an 
important piece of financial intel
ligence which was probably un
available to the Hunts: namely, 

Gold (Dollan per ou .... ) 

that the Mexican central bank had 
a secret agreement with the ·Peru
vian central bank to buy up Peru's 
silver supplies in the event the price 
should slip below $ 1 2 .  Thus, when 
Engelhard closed the deal with the 
H unts last week, netting them 8 .5  
million ounces of silver (on top of  
the 19  million they had originally 
bought for sale to the Hunts) , they 
had every reason to believe that 
silver prices were on the rebound. 

Gold and silver prices in fact 
shot up on April 8 and 9. Espe
cially significant was the $50 j ump 
in the gold price which occurred in 
the 48 hours immediately follow
ing Carter' s announcement of ad
ditional sanctions against Iran . 
Gold is the traditional refuge of 
wealthy Arabs when threatened by 
war or political chaos, as  well as 

Western Europe' s chosen vehicle 
for reorganizing the world mone
tary system on a more stable basis. 

The British are also betting on 
gold . Richard Hambros, of the 
British investment bank of that 
name, told a j ournalist: "Interest 
rates have had their desired ef
fect . . .  but they won't bail o ut the 
dollar-there's too much unrest in 
the world. I would go for gold. 
Gold, I wouldn't be surprised, will 
go shooting up again soon." 
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According to Stahl, the same 
people who made the decision to 
pull the plug on the silver runup 
also profited handsomely by short
ing silver. For example, Engelhard 
Minerals Vice President Raymond 
Nessim is vice-chairman of the 
COMEX. Engelhard had signed a 
contract with Bunker Hunt last fall 
in which Hunt agreed to purchase 
1 9  million ounces of silver from 
Engelhard in M arch at $35 an 
ounce. When the silver market col
lapsed , Engelhard had the Hunts 
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Foreign Exchange by Richard Katz 

The dollar's new decline 

The u.s. currency began a downswing, despite a 10 percent 
interest rate differential in its favor. The "risk factor" is 
now the most important. 

In the week to April l O, the Amer
ican dollar lost roughly six percent 
of its market value against the 
West German mark, the Japanese 
yen , and other major currencies 
(except for sterling, which only 
rose 2.5 percent against the dollar) . 
This development was largely fo
reseen and predicted in this column 
during the past four weeks.  There 
are, however, certain special fea
tures to the dollar' s fall which re
quire more careful analysis.  

Foremost of these is the failure 
of what the Europeans call interest 
rate warfare. Contrary to most 
predictions in British and Ameri
can media, West Germany's Cen
tral Bank Council failed to raise 
interest rates at its April 10 session. 
The fact that the dollar fell sharply 
despite a continued interest rate 
differential of 10 percent between 
short-term Eurodollars and Euro
deutschemarks is impressive. As 
indicated in last week's commen
tary, risk now is more important 
than the interest rate factor. 

Nor is this an issue of exchange 
risk; at a lO percent spread, a 
speculator selling deutschemarks 
to hold dollars would make a prof
it even if the dollar fell  to OM 1 .75. 

The other well-circulated ex
planation for the dollar drop is 
that a "peak" of American interest 
rates is now expected . In fact, de
spite the April 9 statement to this 
effect by Citibank Chairman Wal
ter Wriston, no such expectation is 
generally held in Western Europe. 
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Economic contraction produces 
both increases and decreases i n  
"demand" for credit, i . e . ,  the will
ingness of the Fed and the com
mercial banks to supply it. In this 
case the dropoff of Federal tax 
revenues plus the additional fund
ing requirements of unemployment 
insurance and similar items on the 
account of the Federal government 
alone will strongly counterbalance 
the drops in mortgage and other 
credit already underway. If  the Fed 
and the banks shut the private 
sector off in a maj or way, the 
resulting chain reaction of bank
ruptcies will make the convention
al discussion of an interest rate 
peak irrelevant .  

Should Europe unload its dol
lar holdings over the next weeks 
that action could well push the 
American financial situation over 
the edge. The next week will be 
critical .  If Europe chooses not to 
bail out the dollar, at its own ex
pense, this time around, the impli
cation is that the split between 
Washington and the European 
capitols is nearing finality . 

The Iran crisis as such is not a 
sufficient explanation for the dol
lar's troubles, either; a shutdown 
of Iranian oil supplies would hurt 
Europe a n d  J a p a n  m o r e  t h a n  
America, arid damage their curren
cies. 

Today's announcement by the 
European foreign ministers refus
ing to take part in the sanctions 
President Carter plans against Iran 

is as good a surface indication as 
any of what is in the works. Europe 
has not chosen to take the bait that 
Washington set out: a round of 
interest rate warfare leading to 
what Federal Reserve officials call  
an "in-phase" European recession 
matching the American recession. 
The Europeans, instead, are count
ing on l) trade and financial con
tracts with the Arab world and 2} 
a major export drive to keep their 
economies moving through 1 980, 
no matter what happens to the 
United States . That implies that 
Europe will not devote its financial 
resources to investments in short
term American paper. 

This doubly complicates Fed
eral Reserve policy . A sharp out
flow of foreign holdings in Treas
ury or private market obligations 
will add to the liquidity squeeze on 
the American markets. At the same 
time, European fears for the safety 
of American markets, and the 
widesp read e v a l u at i o n  t h a t  a 
chain-reaction financial panic is 
near, will tend to accelerate the 
dollar's problems. 

If  Western Europe chooses to 
remonetize gold and replace the 
dollar component of its reserves 
with gold-backed nation::tl curren
cies or European Currency Units, 
a procedure that is technically triv
ial under the European Monetary 
System, the United States will en
ter a depression alone. Europe 
would, of course, be affected. But 
the side effect of a declining Amer
ican market for European goods 
would be a greater incentive to 
press ahead with expanded trade 
relationships with the Soviet sector 
and the developing sector.  

Unless there is a substantial 
cutoff of oil supplies to Europe, 
the dollar has a long way to fall .  
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Agriculture by Susan B. Cohen 

Carter planning dairy deregulation? 

The lure of dairy price deregulation is a taxpayers' savings 
of $250 million, but, at the cost of driving producers out of 
business. 

T he Carter administration is ex
pected to decide within the next 
week or two whether or not its 
Agriculture Department will ac
cept a petition to hold hearings on 
a proposal to deregulate the price 
of reconstituted milk .  The petition 
and proposal to "adj ust" the 40 
year old federal milk marketing 
system is being pushed by the so
called Community Nutrition Insti
tute (CNI),  an arm of the Consum
er Federation of America. 

This is the latest development 
in the "dereg" craze that has seized 
"l iberals" and "conservatives" 
alike. The campaign against the 
dairy industry, like the trucking, 
rail and banking deregulation,  is 
being pushed as an "anti-infla
tion" measure. Consumerists and 
other advocates insist the measure 
will help poor people fight milk 
price inflation and save taxpayers 
$250 million .  

Spokesmen for the dairy indus
try, contacted by this writer, point 
out that the move would not only 
open the door for a complete dis
ruption of the federal milk mar
keting system around which the 
dairy industry has been efficiently 
organized, but it would actually 
act to precisely the opposite effect 
of that claimed by its proponents. 
By introducing chaotic price com
petition, the measure would drive 
producers out of business, ulti
mately reducing milk supplies and 
pushing the price up.  

Besides predictable support in 
the White House Office of Con-

12 Economics 

sumer Affairs-and Secretary Bob 
Bergland's Naderite plant in the 
Agricult ure Departm ent,  Carol 
F o r e m a n - t h e  p l a n  i s  b e i n g 
pushed by the Justice Department 
and by Alfred Kahn's  Council on 
Wage and Price Stability . The Jus
t ice Department  u n d o u btedly  
views the proposal as a tool in its 
own vendetta against farm coop
eratives , among which the dairy 
coops are some of the most prom
inent.  

Alfred Kahn is among the big
ger guns behind the move. He re
portedly already sent a letter to 
Agriculture Secretary Bergland ex
plaining that elimination of the 
regulations that "artificially raise" 
the price of reconstituted milk has 
his personal recommendation, and 
"urged" Bergland to "expedite" 
its implementation .  

Under the existing regulations 
that make up the federal milk or
der system, milk processors are 
told how and at what minimum 
price they can purchase farmers' 
mil k .  The price structure varies 
fro m  area to area, depending on 
the cost of producing fluid milk, 
with the Midwest dairyland as the 
base scale. The price structure is 
also linked to a system of govern
ment guaranteed price supports. 
Under this system , powdered milk 
which sells at retail for about 2/3 
the price of fluid milk, is priced at 
the same rate as fresh whole milk 
to processors who buy it to pro
duce so-called reconstituted milk.  

Consumerists argue that "de-

regulating" the price of powder 
for reconstituted milk would make 
its price competitive with fresh 
whole milk and force down nation
wide average fresh milk prices be
tween 5 and 1 3  cents a gallon . 
They also claim that the proposal 
would save taxpayers $250 million 
a year because the government 
might not have to buy as much 
surplus milk powder and other 
dairy products to support prices . 
But in an economic environment 
characterized by an 1 8  percent in
flation rate and a 20 percent prime 
interest rate, the "consumer sav
ings" involved is hardly compel
ling .  

But what the measure would 
do is open the door to price wars 
that could rip apart the industry. 
A University of Minnesota study 
shows that the effect would be to 
lower dairy producer income, on 
average, by $2,000 per farm-in 
certain areas, like the Northeast, 
and depending on farm size, losses 
per farm would be double that or 
m or e .  M an y  p r o d uce r s ,  w o u l d  
simply sell out.  

The dairy industry has by and 
large correctly gauged the nature 
of the CNI operation. An early 
February release by New York 
State Grange charged that the real 
obj ective of the CNI was to destroy 
all federal milk orders . 

The measure's proponents not 
coincidentally also oppose milk 
price supports which guarantee 
producers 80 percent of parity 
through twice-yearly adj ustments 
in support rates . The April I sup
port price increase of 7 1  cents per 
hundredweight has come under at
tack as "inflationary ." But even 
with the price support, according 
to knowledgeable sources in Wis
consin,  producers are still selling 
milk at $5-7 below cost . 
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TradeReview 

NEW DEALS 

Cost Principals Project/Nature of Deal Financing Comment 

over 1 bn. Saudi. Arabia from Royal Dutch Shell and Petromin will 
Netherlands/V.K. build a joint-venture 250,000 barrel-a-

day refinery at Jubail. Shell will receive 
a contract for 100,000 barrels a day of 
crude oil. 

up to 1 Netherlands from Netherlands is seeking another III F- In negotiation 
bn. U.S. 16 fighters in addition to the 102 al-

ready on order. General Dynamics is 
the main contractor. 

380 mn. New Zealand/U.S. A plant to produce about 450,000 gal- Mobil Oil will New Zealand 
Ions of methanol a day from natural take a 25 percent government 
gas feedstock will be built in New interest announcement 
Zealand. 

325 mn. Jordan from U.S. Alia will buy one Boeing 747-200 and $276 mn. 
five Lockheed L-1011-500 aircraft through 

Eximbank credits 
at 8% percent 

282 mn. Singapore from Singapore Airlines will buy six wide- $240 mn. from a 
W. Europe bodied jets from Airbus Industrie consortium of 

French, German, 
and U.K. banks 

78 mn. Brazil from U.S. Trans-Brazil Airlines will buy three Financing and 
Boeing 757 jetliners approval from 

Brazilian 
government 
yet to be 
finalized 

40 mn. Saudi Arabia Hitachi Shipbuilding and Engineering Order received 
from Japan will build a large floating barge-type 

plant for desalinating sea water for the 
Royal Commission of Saudi Arabia 

16 mn. West Germany Sony will supply videotape recording 
from Japan equipment to the West German armed 

forces. 

N/A West Germany/Hun- Siemens and the Hungarian govern-
gary ment will set up a joint venture plant 

to produce basic electronic compo-
nents. The plant, located in Szombath-
oly, will be 51 percent Hungarian-
owned. 

N/A Algeria/East Ger- East Germany will build a cement Long term 
many plant at Batna and both countries will economic 

build a rod rolling mill in Moulay cooperation 
Slissen and a steel and iron foundry in agreement 
Ain Smara. signed. 

N/A Iraq from Portugal Portugal's Direccao Gera de Energia Reports 
(DGE) will supply Iraq processed ura- confirmed by 
nium ore ("yellow cake"). Iraq is Por- DGE 
tugal's major oil supplier, supplying 
40 percent of total needs. 
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Business Briefs 

International Credit 

FEMA takeover behind 
new Iran measures 

Treasury officials acknowledged this 
week that the measures Jimmy Carter 
announced against Iran April 7 consti
tute major new powers granted to the 
Federal Emergency Management Agen
cy-in fact, "phase 3" of that agency's 
takeover of the u.s. government .  
FEMA, a "crisis management" agency 
critics accuse of creating the crises it 
"manages," was created one day before 
the Three Mile Island nuclear "acci
dent" which it "managed" (phase I), 
and handled the freezing of Iranian as
sets held in u.s. financial institutions 
last November, which shook the dollar 
and world financial markets to their 
foundation (phase 2). 

Carter ordered a special State-Treas
ury-Department of Justice task force to 
present a rush administration bill, "The 
Iran Claims Act of 1980," to Congress 
authorizing the Foreign Claims Settle
ment Commission of the DOJ to ac
tually disburse Iranian dollar assets to 
"all American claimants," thus trans
forming November's dollar-asset freeze 
into outright expropriation.  

The special interagency task force 
formed by Carter is composed of the 
same offices at State, Treasury and DOJ 
who make up the FEMA task torce. 

The responsible Treasury officials 
said the actions "are preparatory to 
going to war . . .  an act of economic 
warfare." "This sets a precedent for all 
defaulting Third World countries," 
added a foreign claims official . "We 
froze the Nazi and Japanese assets dur
ing World War II, and we froze East 
Germany's assets. We even froze Red 
Chinese assets . But we never actual}y 
took title to them for disbursement to 
claimants. In each case we have negoti
ated a claim with the country ." 

The Treasury officials said the "prec
edent" involved will be used to extend 
seizing of funds to any country which 
defaults. Among such countries under 
discussion are Brazil, whose debt is top-
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piing under the weight of refinancing 
$40 billion per year at 25 percent interest 
rates, and Saudi Arabia, which would 
only default presumably in the course of 
military destabilizations in the Persian 
Gulf . In these cases, "The President can 
declare an emergency and block and 
seize the funds," the official said. 

Banking 

FDIC to propose 
interstate banking 

In preparation for a potential wave of 
new bank bankruptcies, the directors of 
the Federal Deposit Insurance Company 
(FDIC) have been locked in intensive 
discussion this week on ways to merge 
failing banks and reorganize the U.S .  
banking system.The FDIC is the insurer 
for the deposits of most of the nation's 
banks, and also has certain regulatory 
authority over part of the banking sys
tem. 

The latest move by the FDIC has 
. been to propose to Congress that it 
approve the authority to allow interstate 
bank acquisitions in the event of bank 
failures. This would allow Citibank of 
New York, for example to acquire a 
bank in any of the other 49 states, if 
that bank was thrown into bankruptcy. 
With the Volcker high interest regime, 
several bank failures are predicted. Whi
le the FDIC strenuously denies it, the 
permission for banks to make interstate 
acquisitions would necessarily imply in
terstate banking. Interstate banking 
which is now prohibited by law would 
allow large banks to gobble up smaller 
banks in a general banking shake-out, 
regardless of state bou ndaries and 
would especially favor New York money 
center banks which have large asset bas
es . 

The FDIC also has under consider
ation, according to an FDIC spokes
man, plans to allow commercial banks 
to merge with savings institutions which 
is also currently prohibited by law. The 
FDIC is now working out its proposals 
with the Federal Reserve Board, the 

Comptroller of the Currency's Office 
and the office of Rep. Henry Reuss (D
Wis.) the chairman of the House Bank
ing Committee. These FDIC proposals 
are shaped to cohere with the "Deposi
tory Institution Deregulatory Act," 
which was recently signed into law, and 
is intended to establish the U.S.  banking 
system along the British model where 10 
superbanks run the entire economy. 

Shipping 

Tanker market in slump 

Shipowners have begun selling their 
very large crude oil carriers (known as 
VLCC's) for scrap because of a sharp 
decline in rates for the big tankers, the 
New York Post reported on April 10. 
World demand for oil products is down 
because of sky high prices and the 
emerging U.S .  recession. Moreover, 
since 1973, there has been a trend to
ward using smaller vessels to carry crude 
oil . Shipowners have been squeezed by 
rising maintenance costs and the high 
expense of overhauling their laid-up 
ships, many of which are considered 
obsolete by current government safety 
and fuel efficiency standards. Arthur 
MacKenzie, director of the Tanker Ad
visory Center, reports that some of the 
ships that are being scrapped are only 

10 years old . The tanker industry's 
latest slump could be bad news for the 
major New York and London banks 
which are still carrying "bad" loans to 
the tanker industry on their books left 
over from the 1974-75 recession . 

Labor 

Is a steel strike in the 
works? 

Observors are speculating on Whether 
the current round of talks between the 
steel industry and leaders of the United 
Steelworkers of America, which wind up 
April 13 will see a drastic change in the 
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Experimental Negotiating Agreement 
which governs the current round of con
tract negotiations. The agreement, made 
in 1977, for this year's talks, prevents a 
nationwide steel strike in exchange for 
a contract that promises a 3 percent 
annual wage and benefit increase and a 
cost-of-living allowance to cover infla
tion. Steel industry executives have been 
claiming the agreem�nt is too expensive, 
attempting to bargain with labor for a 
more austere contract, raising the 
spectre of a possible strike. 

Conferences 

EIR releases Riemannian 
model results at 
Washington seminar 

EIR Contributing Editor Uwe Parpart 
and Economics Editor David Goldman 
released the most recent indictment of 
Carter administration energy policies at 
a Washington, D.C. seminar April 8 
cosponsored by EIR and the Fusion 
Energy Foundation. Summarizing the 
results of the Riemannian computer 
econometric analysis of "energy conser
vation," Parpart told the 50 business
men and trade organization representa
tives attending, "The worst cause of 
inflation is not energy prices, but Cart
er's energy conservation. You absolutely 
cannot pursue the policies that Carter 
and Volcker have pursued without in
curring a major economic disaster." 

Parpart demonstrated that the major 
cause of structural inflation was the 
expansion of the debt mass at higher 
interest rates, against a declining mass 
of tangible output. The Riemannian 
model revises the data base for national 
income to distinguish between produc
tive and unproductive spending. The 
model's current results, adjusting pro
duction figures to take into account 
overhead costs, show that the economy's 
net free energy has fallen below zero
in other words, overhead costs are can
nibalizing necessary capital and labor 
inputs. 
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Econo m ics Ed itor Goldman re
viewed the model's demonstration that 
the economy was too weak to sustain a 
significant expansion of military spend
ing. and presented a set of quantitative 
measures demonstrating that energy con
servation and other forms of increased 
overhead have wrecked the economy. 
"This has pushed the United States into 
the worst political crisis in its history," 
Goldman conlcuded. 

EIR will co-host a second Washing
ton seminar to present econometric pro
jections for the development of India on 
April 22. 

Agriculture 

20 percent of America's 
farmers will be forced 
out of business 

Am erican Agricu lture Movement 
(AAM) officials told El R this week that 
the information coming through their 
Washington office indicates that as 
many as 20 percent of Ameriaan farm 
producers will be forced out of business 
this year. Although grain, and especially 
corn producers are the hardest hit right 
now, the shakeout is proceeding across 
the boards. 

Today, according to these same 
sources, there are 229,000 FmHA 
loans-over 19 percent of total loans 
outstanding-that are delinquent. The 
relief advertised in the eleventh-hour 
passage of the measure extending 
FmHA emergency economic loan funds 
by $2 billion (to last through FY 1981!) 
is largely ephemeral-more than half of 
that a'mount has been committed long 
since. 

The Volcker credit squeeze was the 
final blow. Producers battling soaring 
production costs and stagnant and fall
ing farm prices today cannot get the 
necessary credit to put a new crop into 
the ground. AAM spokesmen report 
that the farm producer with S600,OOO in 
net assets who cannot get a penny to 
put in a spring crop is the norm these 
days. 

. Briefly 
• RONALD REAGAN will sur
prise observers who expect free
market economics if the Califor
nian is elected, some well-in
formed Washington thinktankers 
believe. Instead of the tax-cut eco
nomics of Rep.  Jack Kemp, now 
reportedly playing a "marginal" 
role in the policy deliberations, 
Reagan will adopt a "statist" ap
proach to putting heavy industry 
in shape for a defense buildup
similar to proposals by Rep. Hen
ry Reuss, these observers say. 

• TOP BANKING officials see a 
"domino-style" crash of financial 
markets as inevitable. One of Ci
tibank's directors said: "There are 
a thousand things out there like 
the silver crash waiting to pop up, 
and no way to avoid a panic. That 
will produce a shock effect on the 
population, and finally we will get 
some policy through." Citibank's 
undercapitalization of $3 billion 
against risk assets of $100 billion 
was a major item of discussion at 
last month's Trilateral Commis
sion meeting. 

• OIL CONSULTANT Walter 
Levy will tell a Bilderberg group 
meeting this. month that the in
dustrial co untries must  issue 
bonds indexed to an international 
consumer price index in order to 
get hold of the petrodollars and 
convince the Arabs to keep pump
ing oil in return for dollars .  

• SENATOR LLOYD BEN
TSEN, chairman of the Joint Eco
nomic Committee of Congress, is 
upset over the J Ee's inclusion of 
a proposed "Energy Productivity 
Index" in its Feb. 28 Annual Re
port. EIR last week raked the JEC 
over the coals for mistaking eco
nomic distortions due to cutbacks 
in energy use for a positive devel
opment. "That came out of the 
Kennedy subcommittee," an aide 
says. "Those guys want to have 
kids putting up solar panels on 
ghetto housing. Nothing in this 
economy will work without nucle
ar energy." 
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Trilaterals in London: 

Pushing the world 
to the brink 
by Christopher White, Contributing Editor 

From M arch 23 to 25 ,  David Rockefeller's Trilateral Commission was in 
session in Londo n .  In our last issue we reported that the decision had beeri 
made at and around that conference to push the United States and the 
world economy into the depths of a new depression. Now, thanks to the 
global network of correspondents who have monitored the activities of the 
Tri lateral Commission members and their associates, as well as what those 
individuals have set into motion, we are able to provide an updated report 
on what David Rockefeller's  Commissioners are planning to do. The report 
is based on an analysis of certain of the reports presented at that gathering 
and subsequently obtained by this magazine, combined with a careful 
cross-gridding of developments in selected areas of the world, such as 
Africa , the Caribbean and the Middle East along with the evolution of 
press coverage of those areas . 

First, a word of warning. We focus on the Trilateral Commission here 
not as a super-conspiracy in and of itself, but as a mediation of the process 
by which policy decisions are made and implemented by the London
centered financial oligarchy and its Jesuit allies. While Rockefeller's Tri
lateral Commission was meeting in the Institute of Directors in London's 
Pall M all within a stone's throw of Buckingham Palace, Robert O. 
Anderson's  Aspen Institute was meeting in  West Berlin to discuss plans for 
the Middle East and Africa in particular; the Second International gathered 
in Santo Domingo in the Caribbean; and p articipants in the Anglo-German 
annual Konigswinter conference gathered together in Cambridge, England. 
Later in the month of April,  the oligarchy's  core Bilderberg conference 
members will gather in the German city of Aachen.  Last year' s Bilderberg 
Conference held in Austria took the central decision to move ahead with 
the Ayatollah Khomeini' s Muslim Brotherhood cult as the cutting edge of 
their new dark age policy internationally . Then as now the Aspen Institute 
and Trilateral Commission were integral parts of the mediation of that 
policymaking process . 
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It is a lso not irrelevant that as the Trilateral Com
mission met in London to be regaled by the speeches of 
leading British luminaries such as former Prime Min
ister Edward Heath of the Brandt Commission, former 
Prime M inister James Cal laghan and Commonwealth 
Secretary Shridath Ramphal,  also of the Brandt Com
mission; to meet with Prime Minister M argaret Thatch
er and Foreign Secretary Lord Carrington ;  and to be 
received by Prince Phi l ip,  Thatcher' s radical monetarist 
faction within Britain ' s  ruling circles consolidated its 
victory over domestic opposition,  by settling that na
tion's  long strike in the steel industry, on the basis of 
terms dictated at the start of  the strike by Thatcher ally 
Industry Minister Keith Joseph . 

The succession o f  international conferences, com
bined with the attention given by the British themselves 
to the Trilateral Commissioners in  the midst of their 
own factional settlement, mark a turning point and a 
consolidation of a policy l ine internationally.  

The policy decisions can be enumerated summarily. 

( 1 )  As identified in  David Rockefeller's postcom
mission press conference (reported on wire services , but 
not in the major  press) ,  the decision was made to plunge 
the United States into a depression col l apse. 

(2) The decision was m ade to plunge ahead with the 
Brandt Commission's  recommended reorganization of 
North-South relations .  

(3 )  The decision was made to redouble efforts to 
secure mi litary support from Japan , Western Europe 
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and selected Third World nations, including China, for 
efforts supposedly in defense of "threatened" raw ma
teria l  supplies in the Third Worl d .  

War-footing 
against the EMS 

I n  essence, the decisions can be reduced to a commit
ment to reorganize the entirety of the world economy 
sti l l  under the controll ing in fluence o f  the London-cen
tered oligarchy on a war-footing against the European 
M onetary System of French President Giscard d' Estaing 
and West German Chancellor Helmut Schmidt, and 
against the extension of that new monetary system into 
the Third World.  

If  these measures are analyzed from the standpoint of 
their global consequences, the Tri lateral Commission 
and its British backers and prompters have opted for a 
short , quick march into hel l .  They have proposed that 
the rest of the human race join them in that venture. 

The European Monetary System was establshed by 
Giscard and Schmidt two years ago, to provide an alter
native to the collapsing dollar-based international mon
etary system and economy-a collapse which was then 
being engineered by Trilateral Commission flunkeys 
such as former Secretary of the Treasury Michael Blu
menthal within the Carter administration . Now the Tri
lateral Commission proposes that since those policies 
have not worked, and since the crisis has gotten worse, 
the obvious thing to do is to intensify the policies that 
have already collapsed. 
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Self-delusions and lies 
In speeches such as that of former Japanese Foreign 

Minister Kiichi Miyazawa, the Commissioners recom
mend that their control over the collapsing world econ
omy be maintained by the militarization of those sections 
of the world economy that can be brought under their 
control by upgrading political and economic relations 
from the standpoint of what Mr.  Miyazawa sees as 
military and security requirements. Ramphal recom
mends that selected Third World countries, primarily 
large oil producers, be brought into such arrangements 
using the Brandt Commission program . 

Immediately, the recommendations will mean geno
cide for large sections of the world's population and 
greatly enhan�e the danger of an early outbreak of 
thermonuclear war. To crush the European Monetary 
System, the British backers of the Commission propose 
a world financial reorganization shake out of the bank
ing system to destroy sources of credit independent of 
London control, a grab for the Third World oil on which 
the European and Japanese economies depend, and the 
destruction of Third World nations not oil producers . 

It is notable in that regard that such decisions were 
adopted in the face of massive self-delusion and lies. In 
no document was the existence of the European Mone
tary System noted . Though the Middle East crisis and 
the Soviet invasion of Afghanistan were ritual sources of 
complaint in every presentation to motivate the j oint 

'There must be fascism' 
The following statement. made during an interview this 
week. comes from a former u. s. intelligence official 

with wide experience in Anglo-American policy-mak

ing. who attended the recent meeting of the Trilateral 

Commission. 

I was in London for a couple of weeks. I was there 
for the Trilateral Commission meeting. In fact, 
though I didn't attend most of the meetings, I stayed 
in the same hotel where the conference was held. And 
I talked with David Rockefeller and George Ball . 

The big question they faced was, how can you get 
the American people behind a strategy for salvaging 
American influence in the world and projecting Amer
ican power? People are not behind anything anymore; 
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militarization of the economies of the West, identified as 
having the "allies bear their share of the "burden of 
responsibility," nowhere is it noted that the so-called 
allies know full well that the Trilateral Commission 
through its representation in the current U . S. govern
ment was more than prominent among those forces 
which have brought about the present crisis in the Near 
East and Southwest Asia in the first place. 

This quality of self-delusion is compounded by the 
hysterical insistence of spokesmen like Christoph Ber
tram, the director of the International Institute of Stra
tegic Studies, and Robert Ellsworth, the former ambas
sador to NATO, that the world situation can be inflamed 
by the maintenance and spread of regional hot-spots 
without crossing the threshold into general thermonu
clear war. Thus the lunatics have abandoned the con
straints that were previously holding them back from 
unleashing full  blown international crises in the Carib
bean, the Near East and South West Asia all of which 
have been heated up to the approaches to the threshold 
of superpower confrontation since the reported confer
ences. 

The lies and the self-delusions signal that those sec
tions of the oligarchy have lost touch with the reality of 
what is going on in the world, and are committed to a 
policy course of insanity no matter what the conse
quences of that course. The backers of the Trilateral 
Commission are opening the doors to hell .  

they j ust ask in a goddamn self-centered way, why 
does my son have to go there and fight? 

I think the prevailing mood at the Tri lateral meet
ing was defeatism. It was survivalism . How can we 
continue to live in a world that we don't control any 
more? How can we survive? 

I don't want Nazism . But it's going to get very 
bad. Some of us, some of us with money, we've been 
talking-about getting out of the country . I 'm think
ing of  going down to the Cayman Islands and just 
watch everything fall apart here. The country is going 
to go to hell . Nobody can do a damn thing. The Trilat 
discussed that, but the problem is that no candidate 
running for president can do anything-not Carter, 
not Reagan, not this LaRouche. 

And the country will not stand for a strong hand . 
If a big depression hits, and it will, it' s going to be 
worse than the 1 930's .  And there will be riots and 
demonstrations, this time organized by professionals . 
Then, maybe we'll have a demand for law-and-order, 
for a tough leader. It will be fascism . 
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I. The Trilateraloids speak 

MIYAZAWA 

'Sacrifice the interest 
of your nation-states' 
The following are excerpts from the speech of Kiichi 

Miyazawa, deliverd before the Trilateral Commission 's 

March 23 London Plenary Meeting. Miyazawa is aformer 

Japanese foreign minister, now a member of the Diet , 

Japan 's parliament .  

This  alliance-relationship is  presently undergoing a 
testing period, calling for the mobilization of the wis
dom, imagination and skill  of the leaders of the indus
trialized democracies if the alliance is going to maintain 
its cohesion and vitality . There is obviously no need for 
me to recount the events and trends of the history of the 
past three decades during which we have witnessed enor
mous structural changes of the international community 
in the political, military and economic fields . We are all 
aware of the fact that as a result of these changes, we no 
longer live in a world in which America occupied the 
dominant position and exercised her leadership in a way 
befitting her position on such global issues as the security 
of the free world and the reconstruction and development 
of the international economy. Gone is  the time when 
America carried almost singlehandedly the burden of 
responsibility as the leader of the free world because she 
alone had the power and infl uence commens uratc? with 
such responsibility .  Today, with the global diffusion of 
power, America has lost her once dominant position, 
though, in relative terms,  she is sti l l  by far the greatest 
power among the industrialized democracies and the 
stronger of the two superpowers .  Thus, we are now 
confronted with a twofold question:  

• Have we adjusted our mutual concepts of the 
alliance relationship to the reality of the new power 
structure of the world? And 
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• What are the requirements to make this rela
tionship truly responsive to the needs of the times? 

When the alliance relationship between America and her 
partners was overwhelmingly one-sided, it was America 
that defined the interests of the alliance and the policies 
to be pursued . In short, what was good for America was 
also good for the alliance as a whole. And America's 
partners concurred in this proposition . . . .  

Since then, the power structure of the world has 
undergone a profound change. The Soviet Union has 
established herself as one of the two superpowers after 
two decades of persistent efforts to build up an enormous 
military might, and there is yet nq sign of the Soviet 
efforts slackening in the near future. Moreover, recent 
events culminating in the Afghan crisis have demonstrat
ed in no uncertain terms that the Soviet Union continues 
to pursue an aggressive policy to use her military power, 
directly if necessary, to expand the area of political 
influence whenever opportunities present themselves . In 
the sphere of international economy, the power relations 
between America and the rest of the world have also 
changed in a significant way . Among the industrialized 
democracies, the relative positions of Western Europe 
and Japan have considerably risen . And the dramatic 
development in the 1 970s, which no one can overlook 
today, i s  of course the geometric increase in the power of 
the O PEC co untries . 

Chancellor Schmidt of West Germany, during his 
recent visit to Washington, i s  reported to have said that 
it i s  in America "that there is the greatest reservoir of 
talent,  energy and untapped resources, and this remains 
the main hope. "  I believe that all of us here share this 
recognition with Chancellor Schmidt. Yet, faced with the 
new power structure of the world, it has become some
what fashionable these days to talk about "the decline of 
America . "  This, it seems to me, is inherently dangerous 
despite its ostensible innocence of objectivity, for this 
kind of argument tends to lead us astray by diverting our 
attention from the real issue. Does "the decline of Amer
ica" mean that the main hope of the free world, as 
described by Chancellor Schmidt, is being betrayed? Is 
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the diffused power structure which we witness today 
something essentially undesirable? Do we want to see 
America regain the dominant role she used to play, 
assuming that is possible? If we look; back in perspective 
at the history of nation states, we will find that there is 
nothing unusual about our particular state being unable 
to monopolize the dominating position .  Nor is there 
anything basically undesirable about a diffused structure 
of power relations among states . The crucial issue is not 
the power structure as such but whether states can coop
erate among themselves to share the responsiblity for 
maintaining a stable political order and for undertaking 
sound management of the world economy in the absence 
of a single dominant power. And this is the central 
question on which the attention of the industrialized 
democracies must be focused today. 

America in the 1 970s began to assume a more modest 
role in global political and economic issues, compared 
with the role she played in the preceding decades, in 
order to adapt herself to the new circumstances brought 
about by the structural change in international power 
relations . In doing so, it was only natural for America to 
ask her alliance partners of Western Europe and Japan 
to take up that part of responsiblity which she now felt 
neither able nor appropriate to shoulder. As America's 
role diminished, a corresponding increase in the respon
sibility of the allies became imperative if  a drastic change 
in the existing international order detrimental to our 
interest was to be avoided . For the allies, however, this 
was an entirely new kind of challenge which was by no 
means easy to cope with . I am not so presumptuous as to 
think that I could speak with any confidence about the 
European reaction to this challenge. Insofar as the Japa
nese were concerned, however, they were far from being 
ready to assume her share of global responsiblity . . . .  The 
Japanese have only recently become aware of the fact 
that a major economic power cannot shun a certain 
degree of political responsiblity. We witness now in 
Japan a steady growth of public opinion in support of 
self-defense efforts and our security ties with America . 
And yet no national consensus exists on the need for a 
steady and substantial improvement in the nation's  de
fense capabilities . There is still little public awareness 
that Japan should participate in the concerted efforts of 
America and her alliance partners to maintain a global 
military balance in order to defend our basic values. 

It takes two to form an alliance. Without mutual 
commitments to the common objective based on a fair 
mutual sharing of the common responsibility, no alliance 
can be effective. The vital importance of this recognition 
cannot be overemphasized in today's world with its new 
power structure, for the danger of the alliance relation
ship among the industrialized democracies in the coming 
decade is what may be termed as an "imbalance between 
power and responsibility."  If Europe and Japan are 

20 Special Report 

unwilling to share the global responsibility with America 
in a way commensurate with their respective powers 
because their conceptual understanding of their own 
roles remains local or, at best, regional, the alliance will 

. not be able to serve its . . .  objective . . . .  In this regard, let 
me briefly quote a distinguished former British diplomat 
who recently wrote: 

. . .  the most disturbing aspect of European atti
tudes toward the relationship with America was the 
degree to which American involvement in Europe 
is taken for granted . . . .  There is little appreciation 
that in the long run the political roots of America's 
commitment have to be nurtured by a comparable 
European commitment to collective security, open 
economic exchange, a cooperative monetary sys
tem and some degree of broad understanding of 
and support for America's global responsibilities . 

I can only say that no advice could be more relevant than 
this observation to current Japan-U . S .  relations . . .  the 
danger of an "imbalance between power and responsibl
ity" may be regarded as real not only across the Pacific 
but across the Atlantic as well .  

The industrialized democracies have accumulated 
considerable experience over the past two decades in 
sharing the common responsibility for dealing with the 
global economic issues of trade, finance, development 
and energy, though the present state of the world econo
my acutely reminds us of the need for further efforts in 
terms of conceptual adj ustments, stronger commitments 
and better coordination .  In the political and security 
fields , however, Europe and Japan have had little expe
rience in undertaking a j oint enterprise with America on 
an issue of global nature until when the armed Soviet 
intervention in Afghanistan took place. In spite of the 
fact that the crisis has occurred in a region far away from 
both Europe and Japan , its geopolitical implications are 
such that a concerted response of the entire free world is 
called for. Thus, the Afghanistan problem has turned out 
to be the first global issue on which the effectiveness of 
the alliance relationship among the industrialized demo
cracies in the politico-security field is being tested . . .  

Whether or n o t  w e  succeed in this untried and yet 
crucial undertaking-that is to say, to initiate concerted 
efforts to establish an effective political deterrence 
against a further Soviet expansion into the region where 
all of us have vital stakes for obvious reasons-will 
depend,  in my view, on four factors. 

First is what I have j ust talked about- namely, the 
willingness of Western Europe and Japan to perceive the 
global implications of the Afghanistan issue and to 
assume accordingly the respective shares of the common 
global responsibility with America. The European and 
Japanese responses to the challenge so far have been on 
the whole encouraging in this respect but not without 
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some disturbing notes, which probably signify that fur
ther conceptual adj ustments are required among us.  

This leads me in turn to the second factor on which 
the success of our joint undertaking hinges-that is 
conscious efforts by the European partners and Japan to 
redefine what they consider to be their own national 
interests. Every country, large or small, has its own 
interests to promote or defend for good and justifiable 
reasons . And yet, it is also true that there are occasions 
on which national interests defined solely from the limit
ed viewpoints of the individual countries militate against 
cooperative action . If  the alliance relationship of the 
industrialized democracies is to be meaningful in relation 
to global issues, we must surely be ready to redefine our 
respective national interests in terms of our global re
sponsibility not so much as to have one identical interest, 
which is beyond the realm of the possible, but as to have 
mutually compatible interests, under which we can sub
merge differences of secondary importance for the sake 
of our common objectives . This, I realize, is by no means 
easy since it calls for a great deal of skilled political 
leadership to create domestic support for making imme
diate and tangible sacrifices in exchange for longer-term 
gains which are often not apparent. Nevertheless, it must 
be done if we all agree that we should act together . . .  

BERTRAM 

'Can the U. S. project 
its power globally?' 
The following are excerpts from the speech of Christoph 

Bertram to the Trilateral Commission in London. Bertram 

is the head of Great Britain 's International Institute for 

Strategic Studies (/ISS), a leading agency of the British 

intelligence services. 

( 1 )  There is no such thing as a global security balance. 
What we do have is a network of East-West military 
competitions which are closely intertwined: in the nucle
ar-strategic field . . .  in Europe . . .  in East Asia, and in  
potential crises points in the Third World. 

(2) In  the nuclear strategic field, a rough balance of 
forces in the sense of providing adequate deterrence 
against major nuclear and conventional attack in vital 
areas exists . . . .  

(3) . . .  I t  may well be that in a more distant future the 
trend toward the vulnerability of all strategic delivery 
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systems will undermine the periphery of deterrence as we 
have known it, namely the credibility of extending Amer
ica's nuclear "guarantee" to allies. But this point has not 
yet been reached, and there is time to adj ust to such 
change if it were to m aterialize. 

(4) As long as deterrence remains effective, the deficien
cies of Western conventional and theatre-n uclear forces 
can partly be offset. But the strains are already visible: in 
Europe in the vulnerability of theatre nuclear forces to 
pre-emptive strikes which has made NATO's moderni
zation decision 'of last December necessary; in Europe 
also the manpower and equipment problems of some 
allied forces, including those of the United States; in the 
Far East the growing imbalance caused by the increasing 
Soviet naval investment around Japan . These deficiencies 
could become even more marked if Third World contin
gencies require the United States to deploy forces ear
marked for Europe or Japan elsewhere. 

(5) There is not, and cannot be, a military balance in the 
sense of m utually offsetting forces in Third World con
flict areas.  Even if the United States were able-and this 
remains the most critical element in her long-term inter
ventionary capabilities-to recruit and maintain the per
sonnel needed in order to project military power credibly 
into the Gulf or South Asia, she could not balance Soviet 
geographic and infrastructural advantages there, j ust as 
the Soviet Union cannot offset the military advantages 
of the United States in Central America and the Carib
bean . Rather than seeking isolated balances of military 
force or a general stance of military containment of 
Soviet power wherever it could be used, the deployment 
of outside military force in distant regions should be 
defined by the specific task it has to perform. 

(6) This task is much more difficult than public discussion 
sometimes suggests. . . .  Anyone who has analyzed the 
problems involved by the attempt to assure the produc
tion of oil through military force against a hostile popu
lation will,  at best, see some value in the threat of 
occupying oil fields in the Gulf, but very little in the 
implementation.  The effectiveness of outside military 
force in Third World crises remains  highly circum
scribed . 

(7) This does not mean that it is without effects . These 
can be to deter a defined, clear-cut military aggression 
against an ally such as Saudi Arabia; to reassure, through 
visible security commitments to the. leadership of coun
tries in the region; to demonstrate a vital interest tq the 
Soviet Union; to protect personal and physical national 
assets in case of upheaval and turbulence. 

In each case, however, commitments will only be 
credible if there are the means and the will to back them 
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up. One means, that of military bases, will be increasingly 
difficult to obtain . The costs of projecting effective power 
abroad will thus be higher than it has been in the past. . . .  

Given the geostrategic disadvantages of the West, as 
compared to the Soviet Union, in the Gulf and in South 
Asia, as well as the potential brittleness of many regimes 
in the area, commitments, to be credible, cannot be open
ended, and there will be a risk that the demonstration of 
military force, if not clearly defined in its purpose, can 
instead, in the event, amount to a demonstration of 
military impotence. 

(8) . . .  Military developments can only partially indicate 
the direction of major trends in international security . 
. . . What are these trends? 

(a) The frequency of conflicts in the Third World is 
likely to increase, for reasons other than East-West an
tagonisms; but to what extent will East-West security 
considerations overshadow these conflicts, and East
West competition be sharpened by them? 

(b)  The Soviet Union is faced, in the 1 980s, with a 
series of adverse trends: a weak economic base, increased 
U.S .  strategic power, China's development, potential 
turbulence at its periphery, both in Eastern Europe and 
along its borders with the Third World. Will she react to 
this by searching to improve the dividends for her of 
East-West cooperation ,  in the economic, technological 
and arms control fields? Or will she respond by a "for
tress Russia" strategy, implying greater rigidity at home 
and in the socialist camp, a further increase in the empha
sis on military power to shore up her expansive notion of 
national security, an exploitation of Third World crises 
to damage the Western interests and of gaps in Western 
cohesion by seeking to separate America from her allies 
through pressure and promises? 

(c) The United States seem to have found a new 
consensus for their international role in the 1 980s, em
phasizing military effort, assertiveness and nationalism , 
even if it means of usable military power-i.e. ,  conven
tional forces-will take time to bring up to the state 
required by this new mood. But how durable is this 
consensus? How will it affect relations with the Soviet 
Union and with America's allies? 

(d) America's allies-in Europe and in the Far East
still seem to be ill-prepared for the change that America's 
new stance implies for the respective alliances . Will West
ern European governments and Japan respond by taking 
a more active role-politically and, perhaps, militarily
in shoring up the alliance, or will they instead pursue, in 
their turn, more nationalistic policies too? 
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II. The chosen 

MIDDLE 
EAST 

Igniting Iran to 
blackmail Europe 

by Robert Dreyfuss 

The April 7 announcement that the U nited States will 
launch economic and political sanctions against Iran, 
altho ugh those sanctions will have virtually no effect in 
I ran itself, is meant to serve as a critical test of whether or 
not Western Europe and Japan will abandon their inde
pendent policy initiatives and agree to return to the 
Anglo-American NATO um brella.  Should the Europe
ans and Japanese, who have already indicated repeatedly 
that .they think the Carter Administration is "incalcula
ble" and unreliable as a partner, refuse to join the 
American-sponsored confrontation with Iran, Washing
ton has indicated that it is fully prepared to launch 
unilateral military action in the Persian Gulf that would 
cut off the supply of oil to European and Japanese 
industry. 

In other words, the Carter administration is engaged 
in the crudest sort of blackmail in regard to its nominal 
allies. 

To understand the dimensions of the present crisis, it 
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regional 'hot spots' 

is first necessary to state that both the Israeli government 
of Prime Minister Menachem Begin and the dictatorship 
of Ayatollah Khomeini in Iran are acting as puppet 
states of the Anglo-American elite. Immediately, follow
ing the London strategy session of the Trilateral Com
mission, the sanctions crisis in Iran and a terrorist raid 
into northern Israel touched off a general crisis in the 
Middle East, forcing the armed forces of Israel, Syria, 
Jordan,  Iraq, and Iran onto full-alert status. 

Blunt threats from Washington 
Given the explosive and delicate nature of the situa

tion in the area, the statements from the Carter admini
stration and the U.S .  Congress could hardly have been 
more provocative. 

At a background briefing, NSC Director Zbigniew 
Brzezinski warned April 7 that a European refusal to act 
might lead to U.S .  military action. Said Brzezinski , "We 
hope that they understand that it is indeed in their own 
interest to work with us to resolve the situation now, 
rather than forcing the U.S .  to take unilateral action that 
would cause additional risk." 

Senator John Glenn, using language that is usually 
reserved for private meetings and not for public discus
sion, announced on April S that Western Europe must 
"go along with sanctions on Iran" or else they "will lose 
their oil supplies ."  The situation in Iran, he said, "could 
lead to World War III ."  Equally violent was the opinion 
expressed by Senator Howard Baker and Senator Joseph 
Biden during a visit to the U.S .  naval flotilla stationed 
off the coast of Iran in the Arabian Sea. Diplomacy is 
useless in the Iran crisis they declared, and demanded 
that the U.S .  bomb Iran's  oil refineries and electrical 
power installations and launch an invasion of Kharg 
Island, the terminal for all of Iran's oil exports. 

Tom Wicker, in the April S New York Times, included 
among his suggestions to Carter the following: 

"One such action should be a concert of pressures 
on-not mere requests to-allied nations to break rela
tions with Iran and impqse equally severe embargoes . 
Such pressures would be more than j ustified by Western 
European and Japanese dependence on Iranian oil, the 
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flow of which cou ld be irremediably interrupted if the 
United States ultimately had to resort to force against 
Iran ." 

President Carter himself, spe.aking in a press confer
ence to announce the measures, hinted at military action 
by noting, without details, that "other measures may 
become necessary. "  The next day, each American ally 
received diplomatic notes politely requesting them to go 
along with the anti-Iran sanctions policy. 

The problem , of course, is that Iranian officials have 
made it clear that any nation j oining the sanctions 
against Iran will instantly be shut off from Iranian oil .  
Oil Minister Moinfar specifically warned Europe not to 
join the U.S .  embargo in an official statement April S .  
For  Japan,  heavily dependent on Iran to  the  tune of  
500,000 barrels of  o i l  per day, or for Western Europe, an 
embargo against Iran would be suicidal. Even more, it is 
generally recognized that such a policy would simply 
push the Iranian government into the hands of the Soviet 
Union. 

Occupy Kharg Island? 
Contingency plans leaked by the U . S .  administration 

reveal that the Carter cabinet is  considering a quick 
action to seize control of Kharg Island,  which would put 
Washington in the position of being able to dictate who 
gets Iranian oil. 

But, upon closer examination,  the Kharg Island strat
egy and similar military options appear foolish and even 
cataclysmic in their immediate implications.  Neverthe
less, the Europeans are extremely unlikely to abandon 
their commitment to the global development strategy 
embodied in the European Monetary System because of 
Carter's oil blackmail; the unpredictable-and even in
sane-character of the Carter administration might in
duce that administration to start military action there 
anyway. 

Of course, such action would guarantee the involve
ment of the Soviet Union in Iran , either by invitation or 
unilaterally . As the Washington Post noted with trepida
tion April S ,  there is no indication that Moscow is willing 
to abide by the scenarios spawned at U.S .  thinktanks 
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concerning a V.S.-Soviet "partition" of Iran and so 
forth. More likely, the V.S .S .R .  would simply repeat its 
blitzkrieg method as it did in Afghanistan, possibly in 
conjunction with neighboring Iraq . 

Needless to say, a V.S .  military intervention would 
also guarantee the immediate execution of the 53 V.S .  
hostages . 

Furthermore, Iran has said that, in case of V . S .  
military action, i t  would "set the Gulf aflame."  Ayatollah 
Khamane'i, a leading member of the Revolutionary 
Council, declared that Iran would support terrorist ac
tion by Shiite fanatics throughout the Gulf, as well as in 
Iran's  own oil fields, to explode the entire region and 
shut down two-thirds of the world's oil supply . PLO 
Chairman Vasser Arafat, on April 6,  also stated his 
organization's intention to blow up Arab oil wells if the 
V.S .  should intervene in the Gulf. 

Amid such totally unpredictable and potentially dis
astrous results, the fact that Washington would even 
consider launching an adventure in the Gulf underscores 
the lunacy of the administration . 

The role of Iraq 
Beginning last week, the Baghdad government esca

lated its year-long campaign against Khomeini and his 
mullahs by issuing an ultimatum to the Iranians to 
withdraw from three Persian Gulf Arab islands occupied 
by Iran in  1 97 1 .  In a letter to Vnited Nations Secretary 
General Kurt Waldheim, the Iraqis declared that what 
they called the "racist lunatic" Khomeini was using the 
islands as bases of subversion and spying against Arab 
Gulf countries . According to some analysts, Iraq may 
launch an invasion of Iran's  islands as the prelude to a 
much wider war between the two countries .  

The Iraqi armed forces, equipped with the most 
sophisticated Soviet weaponry, is  capable of overwhelm
ing Iran's disintegrated army. 

According to Iranian sources opposed to Khomeini , 
Iraq has lent its support to Iranian exile military forces 
who seek to topple the Iranian regime, and Baghdad is 
sponsoring anti-Khomeini movements in Kurdistan and 
Khuzestan inside Iran . Such support began in  1 979 after 
it became clear that the new Iranian regime was intent on 
using Muslim fundamentalism to topple the Iraqi gov
ernment and spread the Islamic Revolution.  

Recently, Iran has been involved in  a series of assas
sination attempts inside Iraq against leading Iraqi offi
cials, and the crisis began heading for direct war. Both 
armed forces were put on alert last week and there were 
unconfirmed reports of border clashes and aerial battles. 

According to informed sources, Iraq has stationed a 
large part of its armed forces j ust across the border from 
Iran's oil-rich province of Khuzestan, and its army is 
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capable of occupying that province-inhabited by Arab
speaking people-in as little as 48 hours. The policy of 
Iraq would be to make sure that the Iranian oil fields are 
preserved intact and that the flow of oil to Europe 
continue with as little interruption as possible. 

The Israel angle 
On the same day that the Carter administration an

nounced its sanctions against Iran, five Palestinian ter
rorists invaded an Israeli military kibbutz and, following 
a brief shoot-out with the armed forces, died, leaving two 
Israelis dead.  The incident, which was blamed on Iraq 
and its faction of  the Palestinian movement, was proba
bly carried out by Israeli intelligence, which often creates 
terrorist incidents in order to deploy its military in some 
desired direction .  

In  this case, the raid on Israel caused an instant alert 
throughout Lebanon, Syria,  Jordan, and the Palestinian 
camps, and heavy Israeli retaliation into Lebanon and 
possibly Syria was expected. Such action, of course, 
forces Iraq to look over its shoulder at the possibility of 
an explosion in its western front, and thus serves as a 
diversion from preparations for possible war with Iran . 

For this obvious reason, it was considered highly 
unlikely that Iraq would have launched the attack on 
Israel j ust as the showdown with Iran was developing. 

The incident reflects another instance of the tactical 
cooperation that has marked Iranian-Israeli deploy
ments since the coming to power of the Khomeini re
gime. Israeli intelligence controls extensive elements of 
the Palestinian extremist movement, and the M uslim 
Brotherhood terrorists now controlling Iran and heavily 
involved in destabilizing Iraq and Syria .  Israeli intelli
gence purposely wrecked the chances of Carter and 
President Bani-Sadr of  Iran clinching a deal over the 
release of the hostages . Now, Israel is intent on serving 
as the spearhead of a general regional confrontation with 
the V.S .S .R.  in the Middle East . 

Iran will be the focal point of that, along with Syria
should the internal crisis facing President Hafez Assad 
get out of hand there. 

The Israelis have new, following the London Trilater
al meeting, won the blessing of the Anglo-American 
oligarchy for their policy in the area, although perhaps 
not for the settlements policy, and-together with 
Egypt-the Camp David axis will serve as the vehicle for 
creating a nascent NATO-style political-military bloc in 
the area. That, combined with the militarization of the 
region, the creation of V.S .  bases in Egypt, Israel, and 
other states in the Indian Ocean, and the establishment 
of the V.S .  "rapid deployment force," is the emerging 
geometry that Carter intends.*f drag the Europeans into 
supporting. 
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AFRICA 

France faces a Jesuit 
tool named Qaddafi 
by Douglas DeGroot 

Tensions in the "hotspots" throughout northern Africa 
have heated up at the very time required to sabotage 
French President Giscard d' Estaing's "trialogue" plan 
of having Europe link up with the Arab oil producers to 
develop Africa. Those African countries either closely 
allied to France, or strongly supportive of Giscard's 
desire to develop the continent have been destabilized. 

These destabilizations have been brokered into the 
region through Col. Muamar Qaddafi, leader of the oil
rich desert country of Libya, and a man with more than 
desultory connections to an intelligence service called 
"Societas Jesu ." 

In February Qaddafi announced publicly that he was 
declaring "war on France i n  Africa ." At the time that 
Giscard's trip to the Mideast was announced, a trip in 
which he enlisted the backing of Saudi Arabia and four 
other Mideast countries for his EMS-related trialogue 
strategy, Qaddafi said he would bomb Giscard's plane if 
he went on his trip.  These statemets plus the sacking of 
the French embassy in Libya demonstrate that Qaddafi 
has been programmed to destroy French policy in Africa. 

Sources in the French Foreign Ministry assert that 
"Quaddafi is an Anglo-American agent." This is true, 
as far as it goes . 

The destruction of Chad 
Since late March, j ust prior to the first of a series of 

international meetings organized by the French focuss
ing on the development of Africa, Qaddafi has concen
trated his attention on the destruction of Chad. A French 
colony until 1 960, Chad is strategically located in  north
central Africa, and reportedly has sizeable uranium de
posits . 

Since last year Qaddafi has been actively organizing 
what he calls a "pan-Saharan army" among the nomadic 
desert tribes in the countries bordering the Sahara. Were 
this force, composed primarily of mercenaries, according 
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to African diplomats, to come out on top in the commun
al warfare now raging in Chad, Qaddafi would be able to 
deploy the desert army against all the countries border
ing the Sahara, from Ethiopia in the east to Mauritania 
in the west . M any countries closely allied with the French 
economically, Mali, Niger, Senegal, and the Central 
African Republic, would be threatened, as well as Algeria 
and Tunisia. Many of these countries have already expe
rienced other Qaddafi operations first hand. 

The French-supported effort to put together a stable 
coalition government in Chad made up of the 1 1  armed 
factions vying for power there began to unravel March 
14 when two of the maj or factions clashed in Ndj amena, 
the capital city . Since then, repeated ceasefire attempts 
have collapsed. 

On March 21 a prolonged period of fighting involv
ing mortar fire, heavy exchanges of artillery, machine 
guns and small arms broke out . Over 1 ,000 people were 
killed in two weeks, and an estimated 1 00,000 refugees 
fled into the neighboring country of Cameroon. 

Large parts of Ndjamena, which was once a town of 
1 90,000, have been destroyed and are now deserted . 
Foreign diplomats who have been evacuated from the 
destroyed city, describe it as "like Beirut . "  

A fragile ceasefire finally held,  a t  least temporarily, 
but nothing has been resolved. One of the maj or factions 
(headed by the president) announced that the only way 
the warfare could be resolved was by the complete elimi
nation of the other m aj or faction (headed by the Defense 
Minister) . 

Qaddafi's Jesuit "assets" 
Since independence 20 years ago Chad has not been 

able to achieve any long-term stability due to the contin
ual fighting between the various clans and factions. Most 
of the countt:y, which is two and a half times bigger than 
France with a population of less than 5 million, is rock 
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and desert sparsely populated by nomads. The non-no
madic population in the southern part of  the country has 
been subj ected to intense Jesuit missionary activity, with 
more Jesuits there than any other African country after 
the 1 960 independence era. That fact is significant for 
Qaddafi's demonstrated influence in the would-be na
tion .  Since coming to power in 1 969, Libya's Colonel has 
consistently served as an agent of Anglo-Jesuit influence 
in Africa and the Arab world . Although he is often 
characterized as a madman by the media, in fact, accord
ing to European sources, the circles around Qaddafi are 
drawn largely from the French "existentialist left" and 
the Italian and Maltese aristocracy . Their intelligence 
service is the Jesuit Order, which is, in turn, Qaddafi's 
principal asset. These medieval forces have run Libya for 
centuries . 

In particular, Qaddafi owes allegiance to such per
sons as France' s Roger Garaudy, one of his advisors, a 
Jesuit-run radical who is the presidential candidate of the 
ecologist party in France. 

In the Arab world, Qaddafi is associated primarily 
with the radical secret society, the M uslim Brotherhood, 
which British intelligence created in Egypt in 1 929, and 
which currently runs Iran's  Ayatollah Khomeini .  

Since Qaddafi came to power in neighboring Libya, 
he has been supporting various of Chad's armed groups 
in opposition to whatever central government was at
tempting to consolidate its position .  Last year a new 
provisional government was formed based on an alliance 
of the 1 1  armed factions. Some of these factions broke 
with Qaddafi to form the new government, and Qaddafi 
immediately shifted his support to other groups, includ
ing one which had previously been closely all ied with the 
French and had been an integral part of the central 
government.  This latter group j oined up with Qaddafi 
because it feared it would lose influence in the new 
alignment of force. Libya is presently aiding any faction 
preoccupied with maximizing their influence in proposed 
governments, which means any faction temporarily "in 
opposition." 

Qaddafi elsewhere 
After Qaddafi's disastrous interventions into Uganda 

and the Central African Republic last year, resistance to 
his adventurous destabilization policies surfaced in Libya 
itself. Qaddafi quickly resolved this in his favor by exe
cuting 1 7  Libyan army officers. Since then he has insti
gated trouble against French policy throughout northern 
Africa . 

• Tunsia: The violent disturbances in Gafsa earlier 
this year, that had the announced intention of toppling 
the government, were run from Libya. Information given 
by prisoners, documents seized, the fact that the terrorists 
came into Tunisia from Libya via the Algerian desert, 
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and that they came in Libyan trucks, clearly places the 
responsibility. The Tunisian government is waging a 
concerted campaign against the Muslem Brotherhood 
networks of which Qaddafi is part . 

• Algeria: Unrest in the community of the Berber 
minority has flared up in protest of what they call the 
repression of their culture by the Arab maj ority. Late last 
year Algerian authorities intercepted trucks supplying 
arms and ammunition to Berbers from Libya. 

• Western Sahara: Efforts by Morocco and Algeria 
to agree on the independence of the former Spanish 
Sahara late last year failed when Libya moved in, began 
arming the Polisario liberation group, and recruited 
nomads from Mali and Niger to join the fray. The 
subsequent Polisario offensive sabotaged the delicate 
negotiations. 

• M auritania, Mali and Niger are also threatened by 
Qaddafi's pan-Saharan nomadic mercenary army. Mali , 
last year denounced Libya for backing a so-called liber
ation front among its Northern nomadic population . 

French strategy 
The latest and most violent flareup of the comm unal 

warfare in Chad in late March preceded the first of a 
series of French-organized meetings concentrating on 
the question of economic development of Africa. The 
French-African Foreign Minister's Conference which 
opened April 3 in Paris was addressed by Foreign Min
ister Jean Francois Poncet who urged the stabilization of 
Chad so that France and its African allies co uld begin to 
deal with the real problems facing Africa , the energy 
crisis and the worldwide depression. 

This conference was preparatory to the upcoming 
French-African heads of state conference scheduled for 
May 8 and 9 in Nice. Once including only former French 
colonies, Giscard has expanded the summit to include 
former Belgian , British and Portuguese colonies as well .  
At this French-African heads of state conference next 
month Giscard will officially propose a date for a heads 
of state conference to include African, Arab and Euro
pean leaders, possibly in 1 98 1 ,  to implement his three
way development strategy for the Third World, called 
the trialogue . 

On the same day that Francois Poncet opened the 
Foreign Minister' s conference in Paris, French Econom
ics Minister Rene M onory was meeting with African 
Finance Ministers in Libreville, Gabon . 

Giscard's former right-hand man , Rene Journiac, 
was intimately involved in organizing Africa for the 
trialogue policy. Last December, j ust before he died in a 
plane crash in northern Cameroon, described in some 
French press accounts as an assassination ,  Journiac said 
that if anything happened to him, the man to investigate 
was Muamar Qaddafi . 
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CARIBBEAN 

'Hard ball' with Cuba 
a dangerous sport 

by Gretchen Small 

Informed analysis of the report that thousands of "dissi
dent" Cubans have stormed the Peruvian Embassy in 
Havana, and now wait inside that compound to immi
grate to any country that will receive them, leads to the 
sober conclusion that Carter administration policy to
ward the Caribbean has dramatically lowered the thresh
hold for Soviet launching of general thermonuclear war 
against the United States over the past few weeks.  And 
yet, the Trilateral Commission administration in Wash
ington has received report of the Peruvian Embassy 
affair with gleeful self-congratulations. Anti-Castro 
leaders in Miami immediately hopped aboard planes for 
Washington,  where policymakers inside and outside the 
White House are already busily planning the next step in 
operations against the government of Cuba. 

There can be no question that the mass "occupation" 
of the embassy by Cubans wishing to leave the island
Castro has announced they may leave-is a product of 
U.s .-directed operations against the Castro government 
which have mounted steadily since Zbigniew Brzezinski 's  
short-lived effort to create a crisis around the presence of 
"Soviet troops" on the island.  Cuba has been the imme
diate target of the more general destabilization of the 
Central American-Caribbean region conducted by Cart
er administration strategists . The White H o use, as well 
as poI icymakers of common origin in the Reagan Camp, 
have revived "gunboat diplomacy" toward Cuba, which 
Carter began to implement right after Brzezinski 's  "So
viet troops" affair by ordering Caribbean naval maneu
vers featuring some within sight of Cuba's shoreline. 

This touches upon the reasons for Secretary of State 
Cyrus Vance' s accusations that Cuba is fomenting "in
surrectionary movements" in Central America in hopes 
of gaining control of Mexican oil resources-denounced 
as absurd by the Mexicans them selves . More such special 
military maneuvers by U.S .  forces in the Caribbean have 
been announced for this month, with expanded opera-
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tions· involving OAS Latin American forces to follow. 
The Cubans have publicized evidence of U . S .  "bio

logical warfare" against Cuban export crops, and 
stepped-up CIA-type "covert operations" in Cuba over 
recent months. 

FinalIy, the dramatic "dissidents" convergence on 
the Peruvian em bassy, resembling China's "boat people" 
operation against the Republic of Vietnam, is enough to 
convince the Cubans to put their military on full alert in 
anticipation of U.S.  military action . It simultaneously 
convinces the Soviet Union that general thermonuclear 
war could be provoked by the incalculable crowd in  
Washington at any time, if not  elsewhere, then in the 
Caribbean.  

The Soviet nuclear umbrella extends over Cuba, 
Moscow has made emphaticalIy clear, and no U . S .  effort 
to make the Cubans "pay" for Soviet deployments in 
Afghanistan will  be tolerated . 

Playing "hard ball" 
It is such strategic realities that are glibly ignored by 

those in and around Washington who now boast of 
playing "hard ball" with Cuba-a most dangerous sport. 
Involved is a plan to topple the Castro government, by 
renewing a naval blockade, or even carrying out "Do
minican-style" invasion with regular Marine units, as 
some have actually proposed, led by the Patrick Moyni
han-"Scoop" Jackson group in the Democratic Party . 

Earlier this year, Cuban President Castro warned the 
United States, in particular, that any country involved in 
urging Cuban nationals to flee the country should be 
prepared to accept them, a response to stepped-up anti
government activities by Anglo-American intelligence 
networks on the island.  Staying in Cuba is a "voluntary" 
proposition, Castro said .  

For months, both the Peruvian and Venezuelan gov
ernments had protected groups of Cubans who had 
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driven cars, trucks and finally last week a city bus 
through Embassy gates in big publicity stunts of "seek
ing asylum . "  When a Cuban soldier was killed in last 
week's  bus incident, the Cuban government announced 
that it would no longer offer protection to any embassy 
which did not wish it, and would consequently lift all 
police protection around the Peruvian Embassy, and 
grant exit passes to all those wishing to leave the country 
through that Embassy. 

The tolerant attitude of the Peruvians and Venezue
lans to these incidents had "stimulated the use of force, 
terrorism and violation of diplomatic territory" the Cu
bans charged in a communique issued yesterday in the 
government daily, Granma. The "hero" treatment given 
to the common criminals who forced their way into the 
embassies was like "raising Al Capone to the level of 
Boliver, Juarez or Marti," the statement curtly noted, 
and had created an environment in which "gangster 
elements" involved in anti-government organizing had 
even concocted plans to kidnap the Spanish Ambassador 
to Cuba, and to invade and occupy the U . S .  Interest 
Section Office in Havana. Given the "grave international 
crisis" the world is passing through at this moment, 
Granma stated, the Cuban government could n ot allow 
the continued development of such actions on its own 
territory . 

The Peruvian government, like the U . S . ,  not interest
ed in accepting the thousands of people now sitting in  
their Embassy, has called on agencies of the United 
Nations and the Red Cross, to aid them in relocating the 
refugees . Peru, which has indicated it is considering a 
break in relations with Cuba, has called for a meeting of 
the Andean Pact countries later this week to discuss what 
action to take. 

The attitudes of the Peruvian and Venezuelan gov
ernments towards Cuba "coincide suspiciously with the 
intensification of hosti lity and threats of aggression by 
the United States," an official statement in Granma 

charged last week. Cuba has suffered "blockade, seizure 
of its sugar markets and other criminal actions against 
itselr' for nearly twenty years, involving almost every 
Latin American country, with the "sole and honorable 
exception of Mexico," the communique stated; "Cuba 
feels no fear in facing that again" ; it will not tolerate the 
"violation of our laws and our sovereignty" being insti
gated by those governments . 

Clearly, if it comes to a new "Bay of Pigs" -or even 
the Marines themselves-Cuba means to fight . The tenor 
of the government' s statements reflect no mood to com
promise on even the smallest of the matters the U.S .  
government as presently constituted might consider a 
"victory." Cuba's population would defend her. Unlike 
most Latin American nations, Cuba is no one's puppet, 

28 Special Report 

but self-conceived as a sovereign nation-state, and Castro 
is not the kind of leader to be easily subject to pressure. 

Biological warfare? 
Every indication exists that included among the 

weapons for "intensification of hostilities" against the 
island is biological warfare in a deliberate effort to 
worsen Cuba's present economic cri�is. Suspicious dis
eases have hit the country's two main agricultural crops, 
sugar and tobacco , badly damaging the country's vitally 
needed export earnings. A blue mold on the tobacco 
plan ts destroyed 90 percent of the plants this year, forc
ing the country to import tobacco to maintain a mini
mum of internal consumption. Most telling is the sudden 
resurgence of "swine flu," which has force the country to 
slaughter significant portions of the pig stock. The Cu
ban government had charged previously that a similar 
epidemic in 1 97 1  was the result of biological warfare by 
the Central Intelligence Agency. The second outbreak 
on the island began suspiciously close to the U . S. military 
base at Guantanamo.  

Kissinger-connected policymakers in both the Dem
ocratic and Republican Parties have been virtually trip
ping over each other in their efforts to sound the most 
committed to "serious" anti-Cuban operations. Reagan 
advisor Roger Fontaine, working out of the Jesuit-run 
Georgetown Center for Strategic Studies, told an inter
viewer recently that the U.S .  should cut off all contacts 
with the Cuban government, tear up the fishing agree
ment, and shut off their tourist dollar flows. The U.S .  
sho uld "put  them on notice that they either break with 
the Soviet Union, or pay the price," including a block
ade. 

A document issued by the "Coalition for a Demo
cratic Majority," the Jackson-Moynihan group within 
the Democratic Party, is even more provocative. Written 
by the Chairman of the Center for Policy Studies in 
London, Hugh Thomas, the COM bases its plans on the 
assessment that "open operations" like the U.S. Marines 
landing in the Dominican Republic in 1 965 are, in the 
long run, more successful than "covert operations" like 
the Bay of Pigs ! 

Preparing for war on all fronts, the Cuban govern
ment has put its troops on full alert , and ordered in
creased exercises of the reserve units . While the Castro 
government is widely acknowledged to be able to muster 
a massive in-depth resistance capability from Cuba's 
intensely nationalist population, Cuba's main defense 
lies in the clear, repeatedly-stated, nuclear umbrella ex
tended over it by the Soviet Union. 

If they are still capable of strategic thinking, policy
makers in Washington would be well-advised to remem
ber that umbrella.  
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III. Brandt's subconunission 

Behind Jamaica's 
'break' with the IMF 
by Dennis Small 

On March 27,  Jamaica' s Prime Minister Michael Manley 
announced that his country was permanently breaking 
off negotiations with the International M onetary Fund, 
after three years of battling against that institution's 
attempts to strangle the island's economy with Fried
manite austerity measures. 

When Peru dared to ponder such a break in  1 976, 
then-Secretary of State Henry Kissinger organized a cold 
coup d'etat and brought the country quickly back in line. 
When Guyana's Foreign Minister Fred Wills in 1 975 
called for replacing the IMF with an international devel
opment bank, he was canned within months . And when 
Pakistani Prime Minister Bhutto refused to sacrifice his 
nation's  nuclear energy plans to meet I M F  strictures, he 
was overthrown and murdered for his insolence. 

But when Michael Manley two weeks ago announced 
his "break" with the premier Anglo-American monetar
ist institution , bankers in London and New York 
yawned.  Political insiders contacted by EI R were equally 
blase, and explained why: the moving force behind Ja
maica's "break" is the notorious Brandt Commission,  
and Manley's announcement is actually part of an oper
ation coordinated with the Trilateral Commission to 
reorganize the world monetary system along the guide
lines laid out in the recently released Brandt Commission 
report. 

A rose by any other name . . .  
The Brandt Commission was set up on the suggestion 

of Robert McNamara, president of the World Bank
which is the sister institution of the I M F !  Its policies are 
a thinly-disguised version of the identical no-growth 
policies promoted by the IMF,  but which have been 
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packaged in a form designed to sucker in credulous 
. Third World governments .  The Brandt report includes a 

sharp "critique" of the I M F  and its "conditionality" 
policies . It also argues the necessity of "developing" the 
Third World-with low-energy, "appropriate technolo
gies," and by replacing sovereign nation-states with a 
One World government. I n  other words, precisely the 
Trilateral Commission plan . It is not accidental that 
Brandt Commission luminary Shridath Ramphal deliv
ered one of the maj or papers at the recent Trilateral 
Commission meeting in London (see below) . 

The specific thinking behind the Brandt-linked or
ganizing effort is that, as the world economic crisis 
deepens under the weight of U . S .  Federal Reserve chief 
V olcker's depressionary austerity policies , developing 
sector nations must be stopped at all costs from actually 
breaking with I M F  policies in favor

' 
of a development 

alliance with the European Monetary System . As it is, 
even under the current enormous pressure of the Lon
don-Washington axis, virtually every maj or Third World 
nation-no matter what its political ideology-is refus
ing to abandon its commitment to develop. Saudi Arabia 
has a mammoth, W-year, $250 billion industrial plan; 
Mexico intends to use its oil wealth to grow by 8 percent 
over the next decade; anti-communist Argentina won't 
j oin the American grain boycott of the Soviet Union, and 
is instead concluding sizeable deals with Communist 
nations involving n uclear and hydroelectric energy; and 
India is dramatically enlarging and broadening econom
ic accords with the Soviet Union and Western Europe. 

Given all this, the Trilateral conspirators are asking 
themselves, what will these nations do now that the 
orders are coming down that half to two-thirds of their 
populations are "useless eaters" and must be sacrificed? 
Military power must be used to contain them-as pro
posed in the Trilateral plan to extend NATO throughout 
the Third World-but a net must simultaneously be cast 
to ensure that all "breakaways" are channeled in the 
direction now being jointly charted by Jamaica and the 
Brandt Commission .  Manley, it is intended, is only the 
first fish in the Brandt Commission net. 
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Targetting the Non-Aligned 
While the Trilater Commission was gathered in Lon

don,  the Socialist International was gathered for a top
level meeting in the Dominican Republic. Presiding over 
the gathering was Herr Willy Brandt, who called for 
world support for beleaguered Jamaica and criticized the 
I M F  for trying to impose excessively harsh "condition
alities."  Manley, in turn, was open about his cooperation 
with the Brandt crowd, telling the Jamaican press: "We 
think it is very important to try to' galvanize international 
response to the Brandt Commission report, which runs 
along the lines we have been carrying for a long 
time . . .  We have been very active in trying to get interna
tional action to follow up on the recommendations in 
that report which have a lot to do with the I M F  and 
conditionality . " 

The next day, Manley flew to Havana, Cuba where 
he met with President Fidel Castro to try to get him-as 

The Brandt Commission's 
'prohlena' cotulbies 

Sometimes phrased differently, the "economic devel
opment" policy of the Brandt Commission is identical 
in all respects to the genocide policy of the IM F and 
World Bank. The Brandt Commission report is merely 
an effort to impose the I M F-World Bank policy on 
Third World nations who will not accept it under its 
original name. Typical of those nations, who have 
commtited themselves to industrialization, are the 
following, defin�d as "problem" countries by the 
Brandt Commission: 

Mexico : M assive oil reserves are being exploited to 
finance brute-force modernization of the economy. 
President Lopez Portillo's  National Industrial Devel
opment Plan channels oil revenues into capital goods 
production and development of industrial port com
plexes for a projected 8 percent annual growth rate. 

South Korea : An effort to sustain 10 percent annual 
growth rates of the last 1 5  years is focused on expan
sion of steel, shipbuilding and advanced electronics 
industries. By the year 2000, 42 nuclear plants are to 
be built, covering 60 percent of projected energy 
needs . 

India : Already the world's ninth largest industrial 
power, India under Indira Gandhi is committed to 
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head of the nonaligned movement-to "bring Jamaica's 
plight to the attention of the Nonaligned" and "mobilize 
support for the recommendations of the Brandt Commis
sion on international development issues ."  

Manley also told the  Jamaican press that he had been 
in touch with Brandt since the early 1 980 publication of 
the report, and had held strategy sessions with such 
leading international supporters of the Brandt Commis
sion's efforts as Canadian Prime Minister Trudeau, Tan
zanian President Julius Nyerere, and Prime Minister 
M alcolm Frazier of Australia. 

Although there is no indication that the Nonaligned 
as a whole will follow in Jamaica's suicidal path, the 
operation so far must be rated as the first successful 
project of the Brandt Commission since its report was 
issued in early 1 980. The question now remains whether 
the Trilateral-Brandt policies can be imposed throughout 
the developing sector. 

renewing the emphasis on industrial development and 
a nuclear energy base briefly interrupted by the World 
Bank's rule under the Janata coalition.  Under Mrs. 
Gandhi' s first government, India was a leader of the 
Nonaligned movement' s fight for a new world eco
nomic order based on technology transfer to the de
veloping nations.  Under her present government, 
whose first act of diplomacy was to receive French 
President Giscard d' Estaing on a late January state 
visit that resulted in a dozen trade and development 
agreements, India is positioning itself to lead the 
Third World into collaboration with the development 
program goals of the European M onetary System . 

Saudi Arabia : Current plans call for $250 billion over 
5 years to create an industrial base broader than oil 
production alone. Investment is geared to high-tech
nology agricultural methods like hydroponics, and 
mineral development as well oil processing installa
tions.  

Iraq : Development planning, with a heavy focus on 
popular education, aims at highly mechanized agri
culture, and an oil refining and petrochemicals indus
try, fueled by a substantial nuclear energy capacity . 

Argentina :  Resisting all U . S .  pressures to halt its plans 
for nuclear development, the military j unta has deter
mined that "ideology is bad for business" and is 
seeking Soviet aid and Soviet trade to maintain its 
energy sector .  
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SHRIDATH RAMPHAL 

'Work with Brandt 
for a global village ' 
The nations of the world must surrender their sovereign
ty to a self-appointed elite operating through the United 
Nations bureaucracy , which will properly restrict "eco
nomic development" to the proliferation of "appropriate 
technologies" like sticks and cowdung in the Third 
World, and a radical reduction in consumption levels in 
the advanced industrial sectors . 

This vision of One World o f  "appropri ate technolo
gies" is the theme of the February report of the Inde
pendent Commission on International Development Is
sues , or the " Brandt Commission" as it i s  known. The 
commissioners responsible are a gro up of  bankers like 
Lehman Bros .-K uhn Loeb's Peter Peterson, politicians 
like Sweden's  Olof Palme and Chile's Eduardo Frei , 
economists from British Commonwealth countries , pub
lishers l ike Katherine Meyer Graham o f  the Washington 

Post ,  and others selected by World Bank President Rob
ert M cNamara on the strength of  their agreement that 
national sovereignty must be subordinated to suprana
tional institutions, because only that can prevent eco
nomic progress .  

Accordingly, the comm ission's  proposals, intended 
for a Third World audience, are sometimes differently 
phrased , but identical to the gen ocide policy of the World 
Bank and International M onetary Fund-which unoffi
cially sponsored the commission.  To employ the phrase 
of commission member Shridath Ramphal, Secretary 
General o f  the British Commonwealth whose speech to 
the Trilateral Commission in London we excerpt below, 
the world economy is to be reduced to the level of a 
"global vi llage," and be cured of its "sovereignty syn
drome" -ie . ,  the nation-state. 

Exemplary of  Brandt Commission recommendations 
for which Ramphal spo ke are the following: 

"The rich of the world could help to increase food 
supplies if they used less ferti lizer for non-food purposes, 
and also if  they ate less meat: to produce o ne unit of meat 
protein uses up eight units of  vegetable protein, which 
could be consumed directly." (p. 1 0 1 )  

"N uclear energy i s  problematic and cannot be ex
pected to make more than a partial contribution to 
overall energy use in this century . "  (p . 1 67) 

"We should create j obs through low-cost labo ur
intensive industry and create the necessary social and 
economic infrastructure." (p . 24 1 )  

"We believe that certain elements o f  what might be 
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called international government are already called 
for . . .  By the end of this century the world will probably 
not be able to function without some form of intern at ion
al taxation and a decision-making process which goes a 
good deal beyond existing procedures."  (p . 22) 

"The focus has to be not o n  machines or institutions 
but on people . . .  (not) h ighly sophisticated technology 
which threatens to ignore human values and which peo
ple may not be able to handle adequately ." (p . 1 9) 

Shridath Ramphal. British Commonwealth Secretary 

General. is the former Minister of Foreign Affairs and 

Justice of Guyana ( 1 9 72-75) .  Ramphal was key to the 

formation of the commodity buffer stocks policy through 

his role in the Common wealth. He is known to be very close 

to British ruling circles and to Henry Kissinger. In address

ing the Trilateral Commission. he spoke for the Brandt 

Commission. 

It probably will not surprise you that for many in the 
South the image of the Tri lateral Commission is that of 
a self-ordained Trinity committed to ordering human 
affairs in furtherance of triadic primacy. I am sure that 
image is a distortion of your highest purposes; but it is 
one that persists .  I t  needs to be dispelled if your purposes 
are to be fulfilled . . . .  

Limits to crude power are . . .  appearing in  economic 
relations. M utual dependence arising, for example, from 
the need for unimpeded expansion of world trade, from 
the prospect of mineral shortages and, more specifically, 
of oil depletion,  are now imposing compulsions for 
global consensus on new arrangements that assume the 
proportions of a programme for survival .  And the imper
ative of global agreement in areas of the environment 
like the future of the forests and the l ife sustaining 
qualities of  the seas and the atmosphere defy all notions 
of 'going it alone' -or even as a threesome! 

My point is  to register hope that the Tri lateral Com
mission proceeds on the assumption that we have indeed 
entered the era that Al istair Buchan foresaw as the "era 
of negotiations" -an era in which the old premises of 
power will no longer suffice as the touchstone of human 
destiny; indeed, I would add in which the old premises of 
sovereignty will no longer be adequate to the tasks of 
human organization . . . .  

We cannot go on in  this way giving lip service to 
interdepen dence but believing that it requires obligations 
only of others . It derives from m utual needs and imposes 
mutual obligations.  At its heart is sharing of power and 
responsibi lities, and the question for us all in the 80s is 
really not 'whether' but 'how' that sharing is to take 
place. Co-m anagement of the world economy is surely 
the concommitant of interdependence . Irrespective of 
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preferences for economic theories is a palpable need for 
shared management of the world economy; excessive 
dependence on uncoordinated national choi ces will only 
make the global cris is  worse.  I f  dominance is  o ut and co
management i s  declined, the alternative can o nly be 
conflict, disorder and chaos . . . .  

The way forward must be, therefo re, a way that goes 
beyond strict trilateral ism . Despite continuing, i ndeed 
constantly enlarging, world poverty, important centres 
of political and economic power are developing in the 
South: OPEC, ASEAN, the 'newly industrialized coun
tries' of the Group of '77 and the special examples of 
India, Nigeria, Brazil ,  K orea, Mexico . They cannot 
either be ignored or  suffered until  they can be over
borne . . . .  

The answer surely is not to make ad hoc adj ustments 
to accomodate the few who "graduate," and to do so 
grudgingly and with resentment; but to develop a new 
internationalism which sees positive and m utual value in 
accelerating the development of  the So uth i n  general and 
which therefore prepares and provides for the countries 
of the South a place in the world economy away from its 
periphery . Tri lateralism m ust not be the enemy of inter
nationalism; it should be its enlightened friend, itself 
changing with that enlightenment. . . .  

Western responses to Soviet intervention i n  Afghan
istan are, of  course, understandable and, i f  they do not 
miscarry, could be important to the peace of the world 
and the preservation of the i ndependence of smaller 
countries. But they have little to do with a moral stand 
on the side of the people of the mountain passes . I t i s  to 
do with the balance of power in  the world.  But how much 
more might not have been accomplished, even in that 
cause, had Afghanistan . . .  been helped i n  straightfor
ward ways to stand on its feet economically, to grow as a 
nation with economic, social and political institutions  
stabil ized against the erosion of poverty and so against 
pressures from without. 

Threats to detente do not, of course, derive only from 
conditions within Third World co untries; but . . .  widen
ing disparities in wealth and poverty between nations 
bear on the peace of the world, j ust as such disparities 
within nations have shaken societies to their foundations .  

The trouble i s  that we find it difficult-even the most 
enl ightened of  us-to sustain consciousness of  the world 
as an inter- locked comm unity . As  Barbara Ward reminds 
us: "The vision of 'earth rise' seen by human beings 
standing on the moon had its impact . Planet earth i s  a 
small place ."  For the most part, however, we are like 
vil lage yokels preoccupied with our neighbourhod con
cerns and banishing thoughts of  problems beyond our 
own . Yet the world has, indeed, become a global village 
and those problems are all vi l lage problems now.  

H ow do we escape the old image o f  a world o f  
separate, scattered, unl ike communities whose fortunes 

32 Special Report 

can be di sengaged and whose misfortunes need not 
impair the prosperity or tran quility of the most favoured? 
Perceptions of one world and an i nseparable humanity 
do not easily disso lve the image of several separate 
worlds that centuries of  the sovereignty syndrome have 
imprinted on our consciousness. 

But I wonder if  another approach may make it easier 
to overcome the malfunctioning of  our pol itical vision 
and see the tragedy that confronts our global vil lage. 
Imagi ne, i f  you wil l ,  our world 's  total area scaled down 
to the rough dimensions of Western Europe. In broad 
dimensional terms and without attempting to replicate 
locational patterns, all of the United States will be Brit
ain, and the whole of Western Europe, including the 
EEC, will be Portugal .  Japan will be Norther Ireland and 
Canada, Germany . Africa will be all of France, the 
Benelux countries, Denmark and Switzerland.  Latin 
America wi ll be Spain . The USSR,  both Sweden and 
Finland; while China and Austral ia wil l  cover Norway 
and Iceland. India wil l  be I reland; the rest of Asia, Italy; 
and Eastern Europe, A ustria . . . .  

The population of  the whole o f  our shrunken world 

EXCLUSIVE INTERVIEW 

Trilateraloids seek new 
'world development fund' 

A "new international i nstitution" -the World Develop
ment Fund proposed by the so-cal led Brandt Commis
sion-is required to manage "the fin ancial crisis  of 
developing nation's  debt," in the view of  the Trilateral 
Commission's  economic thinkers. This crisis, which 
could "wipe out" major  U . S .  banks,  was a subj ect of 
"great concern" at the commission's  recent London 
sessi ons,  according to Hendrik S .  H o uthakker, the 
Henry Lee Professor o f  Econ omics at Harvard Uni
versity, a Trilateral Commission member . 

One of the papers presented as a conference docu
ment, reports H outhakker, explicitly endorsed the 
Brandt sub-commission 's  recommendation :  "central
ize all Third World trade and finance in a new inter
national institution such as the Brandt Commission's  
World Development Fund, to see to it that  they can 
pay their debt service ." 

The Trilateral Commission 's  concern immediately 
found reflection in the halls of Congress and the U . S .  
news media. Several representatives on Capitol H ill 
ca lled for reform of  the I M F  and World Bank, to 
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will increase by over 50 percent by the end of the century . 
But while in Portugal and Britain population increases 
will be 10 percent and 1 8  percent respectively, in I reland 
the increase will be 60 percent and in  France 1 00 per
cenf-explosions of poverty as well as of population .  

. / More than half of all the oil-based energy produced 
""tvi l l  be consumed by people living in  Britain ,  Portugal 

and Germany. These three countries alone will have 
about 60 percent of the income and 64 percent of the 
industrial production of the world. The average person 
in Britain will consume 1 1 ,500 units of energy each year 
(measured in kilograms of  coal) and in Portugal 4,200 

units; but in France the average dweller will consume 397 

units of energy, and in I reland merely 2 1 8  . . . .  

And these are only a few of the disparities in the 
human condition that will exist just across national 
borders . Some $20 billion will be spent each year in  the 
name of development and in the hope of narrowing 
them , but with little effect. Meanwhile, some $450 billion 
annually will be devoted to military expenditure with 
nuclear weapons constantly aimed from Britain and 
Portugal over the heads of rich and poor alike towards 

enlarge and ultimately merge them into a single super 

supranational agency to control LDC fmance . 
But professor Houthakker' s group in the commis

sion is thinking along sl ightly different l ines. "Non
sense. Why merge the I M F  and World Bank? We need 
an altogether new institution," he said . 

The following interview with Hendrik S. Houthakker, 

Henry Lee Professor of Economics at Harvard Univer

sity who was in attendance at the London meeting of 

the Trilateral Commission was conducted by EIR on 

April 10. 

Q: Kiiche Miyazawa spoke at the recent commission 
meeting of the need for the trilateral nations to coop
erate in their Third World policy . How was this re
flected in discussion of the Third World debt problem? 
A: This is very serious.  There was a great deal of 
concern and discussion about the international fi nan
cial crisis .  The banks are overlent in relation to their 
capital .  Citibank for example has an "own capital" 
right now of  $ 3  billion and claims on them of over 
$ 1 00  billion, and it is  by no means inconceivable that 
their capital could be wiped out by some crisis. The 
banks are so far overlent ,  everyone was very worried. 

Q: How should this be dealt with? By the I M F? 
A :  No, the Brandt Commission has proposed a new 
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Scandinavia and from Sweden and Finland in reverse . . . .  
I t  is not, of course, a picture of a trilateral world .  But 

that the Commission should be grappling with issues like 
North-South trade-and I hope North-South problems 
more generally-is a glow of  hope on the dark horizon . 
Solutions to the world 's  problems will only emerge out 
of political vision;  and vision needs perception and prac
ticality melded by talents such as yours . . . .  In North
South issues . . .  it i s  time the North . . .  commi tted i t s  
p o l i t i ca l  l eade r sh ip  t o  the  search  fo r solutions . . . .  

I t  is to this end that the Brandt Commission makes its 
p lea for a resort to summitry as an essential part of its 
'programme for survival' . I t  is  because we saw human 
survival as being at stake that we did not shrink from the 
difficulties implicit in the proposal . Can the Trilateral 
Commission close the book on trilateralism-or perhaps 
begin  a new one-by proclaiming the message of this 
morning' s paper: that we m ust share on better terms, for 
all its people and nations have a mutual interest in urgent 
change to that end; and that it is  political action alone 
that can ensure or,  by its withholding, jeopardize human 
survival . 

international institution and this was described by Sir 
Shridath Ramphal Commonwealth Secretary Gener
al, in his speech . Also the next Tri lateral Commission 
Task Force Report i s  on North-South trade. The 
American rapporteur, Professor Albert Fishlow of 
Yale, writes that the debt servicing problems of the 
Third World are so serious that they must be dealt 
with through a top-down restructuring of world trade, 
with preference for the Third World.  

Q: You mean to revamp GATT? 
A :  No.  Forget GATT. We need to centralize all Third 
World trade and finance in a new international i nsti
tution such as the World Development Fund to see to 
it that the debt service can be paid . Trade and trade
borrowing, and all international finance, are directly 
related. 

I am also more broadly concerned about the need 
to sharply define the lenders of last resort in the world 
financial community . Unless this i s  done, peoples' 
insecurities themselves will feed panic. First I would 
propose that the General Agreement to Borrow be 
extended to include a claim on all the resources of 
OPEC. 

Q: But OPEC has balked at this for years . 
A :  True, they sti l l  balk . But we must insist . .  . .  
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Soviets make ready for 
u.s. 'sneak attack' 
by Rachel Douglas 

High-level Soviet officials who spoke at 
the end of March in Moscow with a lead
ing West German political analyst startled 

him with their grim assessment of the prospects for 
preserving world peace. One Soviet spokesman after 
another angrily denounced the Carter administration's 
vacillating and dangerous policy, and demanded West
ern European action to reverse the plunge toward war 
before it is too late. 

In  Moscow,  wrote Theo Sommer, editor of the weekly 
Die Zeit , "it looks in the present situation as though 
Soviet-American relations are i rreparably damaged as 
long as Jimmy Carter resides in the White House. The 
Soviet assessment of the man from Georgia is quite 
similar to that of Carter' s Western European critics: they 
see him as dilettantish , unstable, uncalculable . To be 
sure, where the West Europeans see in the President 
merely wide-eyed naivete, the Soviets suspect a M achia
vell ian malice . And whereas N ATO partners react with 
amused d i smay ,  the Soviets tly into ic)' iron indignation'.' 

" If  we fai l-Western europe and the SOCIalist coun
tries-to stop Carter, the world will find  i tself in a 
dangerous situation," a high Soviet official told Sommer. 
"We have many common interests , although we belong 
to different alliances-particularly a common interest in 
peace. We invite you to ally with us .  If America is now 
using all its might to destroy the conditions of peaceful 
coex istence , real solidarity consists in stopping the 
United States from doing so ."  
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Theo Sommer is a leading West German representa
tive of the Anglophile "reali st" faction which fears that 
Carter's shenanigans will get Europe as well as the 
United States blown up . A member of the Trilateral 
Commission and the International Institute of Strategic 
Studies and a frequent contributor to the publications of 
the New York Council on Foreign Relations,  Sommer 
served as an adviser to West German Chancellor Helmut 
Schmidt when Schmidt was Defense Minister ( 1 969-72) . 
Other members of the international Anglophile elite such 
as George Ball and George Kennan in the United States 
have recently betrayed an exasperation with Carter's 
policies similar to what Sommer's article reflects.  

A U.S. 'surprise attack' 
Sipce Theo Sommer's report appeared, the Soviet 

leaders have stated more explicitly through the official 
press what M oscow means by the Carter administration's 
incalculabi lity and "fraud," as Foreign Minister Gro
myko put it during the month of  M arch . 

A series of articles is comparing the Carter admini
stration ,  the Thatcher government of  Great Britain ,  and 
Teng Xiao Ping's China with Nazi Germany. Like the 
Nazis, wrote Maj or-General Matsulenko on April 3, the 
U . S .  is  attempting to conceal the "economic reasons"
weakness-behind their war po licy. 

The United States is preparing a "surprise attack 
under false pretenses ," the general continued. 

The U .S . S .R .  has adapted a mil itary and diplomatic 
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profile that m atches the seriousness of this warning. 
Practical ly all diplomatic contacts between Washington 
and Moscow are frozen . The Soviet ambassador in 
Washington,  Anatolii Dobrynin ,  has returned to M os
cow on sick leave and has no scheduled date of return . 

In  this report , we wil l  present translated excerpts 
from significant articles in the Soviet press that belie the 
i llusions sti l l  prevalent in Washington about how the 
Soviet Union, allegedly "bogged down" in Afghanistan,  
would s it  tight and do nothing whi le American marines 
are landed in the Persian Gulf. This m aterial  documents 
the Soviet assessment of the international situation :  in
ternal economic col lapse is driving the U .S . ,  under a 
leadship which is nothing short of crazy, to start World 
War I I I .  

A "surprise attack ," defined b y  Red Star' s General 
M atsulenko as a nuclear strike against the U . S .S .R .  or 
its a l l ies, or a major deployment into the existing hot
spots, would not surprise Moscow at a l l . But Moscow's 
response wil l  evidently surprise every member of the 
Carter administration.  

Putting M oscow' s  cold war posture vis-a-vis Wash
ington together with a Po litburo-authorized ultimatum 
to China and a visibly growing concern in Soviet ruling 
circles that the governments of continental Europe can
not uphold detente on thei r own , we can conclude that 
the U .S .S .R .  has shifted onto a war footing . Their mobi
lization is not for step-wise expanded regional  clashes , 
but for full -scale thermonuclear war, whether instigated 

EIR April 1 5-2 1 ,  1 980 

Soviet ICBMs on display in Red 
Square. Were such missiles to 
reign down on Peking, Brezhnev 
told a visiting representative of 
France early this year, NA TO 
would have "a very short time" to 
decide bet ween peace and total 
war in defense of her Chinese 
allies. He more recently declared 
that in the face of Washington 's 
"incalculability, "  the Soviet Union 
"must keep our powder dry. " 

by China or  the United States-NATO combination di
rectly . 

Understanding the Soviet press 
The speech by Soviet leader Leonid Brezhnev that we 

quote speaks for itself, and communicates the view of 
Moscow that the international crisis is increasingly dan
gerous . 

In our other excerpts , the reader wil l  be struck by the 
language directed against "imperialism ." Like an izves

tia article two weeks ago which pictured the roof of the 
American embassy in Moscow bristling with antennae 
from monitoring equipment, these terms belong to the 
lexicon of the Cold War.  

By "imperialism ,"  the Soviet press does not denote 
every power in the West . Moscow identifies an interna
tional war party led by Washington ,  London and Peking, 
and has banked on the governments of Western Europe 
to countervail and form the kernel of an all iance for 
peace and economic cooperation .  

The question of Europe 
Even the slightest sign of capitulation to the pol icies 

of Washington, Peking, and London on the part of 
continental Western Europe is read in Moscow as a grave 
deterioration of the international situation .  A pattern of 
sharply escalating Soviet attacks on Helmut Schmidt' s 
government in West Germany indicates that Moscow 
sees the crucial buffer against war that Europe has in the 
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past provided in danger of being eroded thanks to the 
unprecedented Anglo-American pressure on the West 
German chancellor. 

Following the warm reception extended to West Ger
man opposition leader Franz Josef Strauss in Washing
ton ,  the Soviet press toughened its analysis.  While at first 
saying that Schmidt was leaning toward endorsing the 
Carter administration sanctions "punishing" the Soviets 
for Afghanistan, more recent coverage is noting a "shift" 
in Bonn. Izvestia's Matveev wrote April 1 that Schmidt 
was going to "sacrifice the gains of Ostpolitik (detente) 
for the sake of Atlantic solidarity." 

The question o f  how far Schmidt has gone into the 
U.S. camp is still  being debated in Moscow, but the 
Soviets believe without a doubt that the Paris-Bonn 
alliance (on which their remaining hopes of preserving 
peace are based) is in jeopardy . 

The Soviets view war in terms of total war. Were 
Franco-German resistance to NATO war-preparations 
to collapse in fact, the Soviet command would assume 
the inevitability of a NATO decision for war, and at that 
point, take the decision themselves. The Kremlin might 
order last-ditch war-avoidance actions, Afghanistan
style warnings, but after Afghanistan, the only options 
remaining must incur the immediate risk of world war as 
Afghanistan did not. Such action must therefore consti
tute an immediate pre-war deployment. As Brezhnev 
told France's Chaban Delmas earlier this year, once 
Soviet missiles hail  down on Peking, NATO will have "a 
very short time" to decide between peace and total war. 

The China danger 
While considering the leadership of China dangerous 

in its own right, the Soviets hold that the threat of a 
Peking-triggered war outbreak becomes much more im
mediate with increased military backing of Peking by the 
U.S .  and Britain . 

The April 7 Pravda article signed I .  Aleksandrov, 
from which we excerpt warnings that China will "pay the 
price" of "allying with imperialism," concludes with an 
offer' of peace talks with Peking. It has the nature of an 
ultimatum. 

If China does not stop now, the Soviets conclude that 
newly contracted American and British arms deliveries 
to China will give Peking the means to carry out "new 
threats to Vietnam, instigation of Thailand into conflict 
with Cambodia, provocations on the Laotian border," 
in the words of Izvestia analyst V. Matveev April 1 .  

Other Soviet commentaries identify tight collabora
tion of these same powers in southern Asia.  These range 
from a March 28 New Times expose of U.S .  and Chinese 
backing for "Islamic fundamentalism" to attacking the 
activation of the "Brahmaputra Plan" to split the state 
of Assam out of northeast India. 
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Harsh warnings 
from Moscow 

i 

Soviets anticipate 'sneak attack' 
Major-general V. Matsulenko wrote an article in Kras
naya Zvezda (Red Star)Aprii 3 under the headline "Les

sons Which Should Not Be Forgotten. " The occasion was 

the approaching 35th anniv,ersary of V-E day, 

The first, most important lesson of the Second World 
War and the Great Patriotic War is that the victory of 
the Soviet Union over fascist Germany and militarist 
Japan was lawful . . . .  

The second, no less important, lesson of the war is 
that it showed that the real culprit was international 
imperialism . . . .  

The third lesson shows the necessity of highest vigi
lance with regard to the aggressive plans and intrigues of 
imperialism . 

In launching war, the imperialists carefully mask its 
political essence and th� underlying economic reality . 
They try to conceal their true reasons and goals, by 
resorting to all sorts of political tricks and defrauding 
their own people as well as world public opinion.  

German fascism , for example, j ustified i ts  aggressive 
plans for gaining world rule on the grounds that they 
supposedly had insufficient "living space" for Germany 
and masked them with talk of "the communist threat ." 
The Hitlerites justified their surprise attack on the 
U.S .S .R .  as a necessary preventive strike . . . .  

These perfidious devices have been used by the impe
rialists in the postwar period. In particular, there was the 
intervention against Egypt in 1 956 by England, France 
and Israel , supposedly to defend the "freedom" of ship 
movement in the Suez Canal, which in reality was being 
threatened by nobody . . . .  These states used the factor of 
surprise-they began combat actions without declara
tion of war, in order to seize the initiative and attain 
decisive results . 

It is the same today . The imperialists of the United 
States under cover of an invented myth of the "Soviet 
military threat," are winding up a military machine, in 
order to alter the correlation of forces in their favor and 
gain military superiority over the Soviet Union . . . .  

The aggressive, reactionary policy of the U.S .  impe-
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rialists. , .shows that they have not made the necessary 
conclusions from the lessons of the Second World War. 
They are intensively carrying out military preparations, 
forming and strengthening aggressive blocs, setting up 
new military bases around the Soviet Union, developing 
and updating plans to attack the U . S . S . R .  and other 
socialist countries with nuclear missiles , and launching 
local wars . 

'Keep your powder dry' 

We excerpt the front page editorial that appeared under 

the headline " Keep your powder dry" in Krasnaya Zvezda 
on April 5. The quotation from Brezhnev was drawn from 

his March 31 speech accepting the Lenin Prize for litera

ture. 

Brezhnev has stressed, 'The entirety of accumulated 
experience, the international situation which has taken 
shape, and especially the events of the most recent period, 
oblige us to keep our powder dry, to be stalwart and 
consistent in upholding the cause of peace, and to bear in 
mind our historical responsibility for the fate of all 
humanity ."  . . .  

Despite the fact that imperialism has been dealt seri
ous defeats, its nature, as before, remains aggressive. The 
more that imperialism's ability to rule other countries 
and peoples shrinks, the more wildly the aggressive and 
short-sighted imperialists react to this.  

The war-mongering circles of the United States 
forced upon their NATO allies a multiyear program of 
intense arms build-up, and then the decision to station 
new medium-range nuclear missiles in several Western 
European countries. . .  The U . S .  has deployed major 
naval forces to the shores of Iran and is creating a so
called "rapid response corps ." Overseas politicians and 
strategists try to pass off these dangerous actions as 'a 
response' to the events in  Iran and Afghanistan . But this 
is j ust a pretext. The build-up of military might and 
forces for armed interference began before these events. 
The Chinese leadership is acting as the direct accomplice 
of imperialism . . .  

There is no Vance-Brzezinski split 
The Tass dispatch on Secretary of State Cyrus Vance 's 

testimony to the Senate Foreign Relations Committee at 

the end of March was brief, but it laid to rest the myth of a 

diViding line between Vance and National Security A dviser 

Zbigniew Brzezinski which Moscow had retailed for sev

eral years. 

In some circles in the American capital, there is a 
story rampant that there exists some sort of "difference" 
between the "sober" line of the State Department and 

EIR April 1 5-2 1 ,  1 980 

the policy of presidential adviser on national security Z. 
Brzezinski, known for his pathological anti-Soviet incli
nations.  But the statement of Secretary of State C .  Vance 
clearly showed that he and his agency unflaggingly 
implement the "hard" line of Carter and Brzezinski . 
. . .  Vance's statement was more like those of Pentagon 
generals than of the leader of a foreign policy institution.  

The hawks in three capitals 
A senior foreign affairs analyst of the government daily 

Izvestia, V. Matveev, reviewed the international situation 

from the standpoint of " The Hawks ' A mbitions. " He 

placed the "hawks" in Washington, London and Peking. 

[Soon after U . S .  Defense Secretary Harold Brown's 
trip to Peking] ,  British Foreign Secretary F.  Pym, during 
his trip to China, declared Britain' s  intention to supply 
China with not only "defensive, but offensive arms ." The 
Tories, having learned nothing from history, are follow
ing in the footsteps of Chamberlain in  their tricky anti
Soviet game. M i litary transport planes,  specially 
equipped helicopters, Harrier destroyer-bombers, early 
warning systems-this is far from the complete assort
ment of technology being sent to China, whose leaders 
are constantly issuing new threats against Vietnam, incit
ing Thailand to clash with Cambodia, carrying out prov
ocations on the Laotian border, and repeating M ao's 
dictum that a destructive world conflict would be "ac
ceptable" for China . . . .  

There is an invisible, but clear line between peoples 
and peace-oriented governments on the one hand, and 
the handful of those who for the sake of their egotistical, 
raving plans are ready to put humanity on the brink of 
catastrophe . . . .  

Vice President W .  Mondale . . .  virtually came out as a 
spokesman not only for cold war but for hot war. 

Politburo warns China 
The authoritative signature "I. A leksandrov" appeared 

under a major article on China in Pravda April 7. It warned 

Peking: 

The anti-Soviet policy of Peking has an instigating, 
provocative nature. It is no secret for anybody that the 
frank intention to let the Soviet Union and U .S .  confront 
each other in the abyss of thermonuclear war is part of 
Peking' s strategic plans . . .  The U . S  . . . .  is trying to involve 
Peking in its military adventures which can only bring 
new harm and suffering to the Chinese people. 

The role of accomplice and j unior partner of imperi
alism is the price Peking must pay for the policy of 
allying with imperialism in its  policy of aggression and 
war . . .  
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Italy: AIdo Moro's enemies 
take over the government 
by Muriel Mirak, Milan Bureau Chief 

EIR Milan Bureau Chief, Muriel Mirak, 

has writ ten the following report one week 

after "the most disgraceful government co

alition of the post-war period" assumed power in Italy. The 

government formed April 2 under Francesco Cossiga, 

whose Christian Democratic faction invited the Italian 

Socialist Party to staff one-third of all cabinet positions, 

makes Italy a virtual client-state of the British and A meri

can governments. It has no policies independent of those 

dictated to it by the Thatcher and Carter administrations. 

Massive, direct intervention into Italian affairs was 

required to put Cossiga, whose first government collapsed, 

back in power. This included personal action by both 

President Carter and Britain 's foreign minister, Lord Car

rington. The A nglo-A merican takeover that made possible 

Cossiga 's success in forming a coalition with the Socialists 

not only leaves Italy 's future sovereignty as a nation in 

doubt, but poses a direct threat to world peace. Combined 

indications from London, Washington and Rome already 

establish that Italy, a traditional "bridge" bet ween Europe 

and much of the Third World, will now be employed as a 

bat tering ram against the European Monetary System 

nations and those A rab governments so recently allied to 

Europe in the cause of world peace. 
How the Italians could have allowed themselves to be 

reduced to this status is the subject of Muriel Mirak 's 

report . 

At this time two years ago , Aldo Moro, the former 
premier who. was among Italy's  most respected states
men, was a captive of the Red Brigades terrorists who 
were to brutally assassinate him only weeks later . The 
purpose of that crime was to force the "national unity" 
government of Italy to its knees . The government of 
Christian Democrat Giulio Andreotti , struggling to rep
resent Italy 's nationalist, development-oriented for�es 
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with the support of the Italian Communist Party in 
parliament, was to be forced to recognize the "armed 
party" of terrorists , by negotiating for Moro's life.  By 
thus demoralizing the "national unity" forces , and caus
ing their alliance to disintegrate, it was the purpose of 
Henry Kissinger and other Anglo-American figures be
hind the terrorist deployment to punish the Italians for 
daring to place national self-interest above obedience to 
those British-centered interests who have aborted Italian 
development for centuries. 

The Italian "banana republic," struggling to become 
a nation, was to be crushed, and as a result, the emerging 
European Monetary System was to be crippled. 

Acting in close coordination with the terrorist kid
napping of Moro were the representatives of the so
called "negotiation party" (Partito delle Trattative) in 
parliament.  This was the wing of the Christian Democ
racy under Amintore Fanfani, and the Italian Socialist 
Party, whose sympathies for terrorism h ave never been a 
secret. Both elements in the "negotiation p arty" are 
controlled by the Hapsburg-centered "black nobility," 
their Mont Pelerin Society, and the Jesuits. As Socialist 
leaders Bettino Craxi, Giacomo Mancini, Signorile and 
others conducted high-level consultations  with the "Au
tonomists"-the "above-gro und" element of the Red 
Brigades networks-and with the Red Brigades terrorists 
themselves to monitor their moods and plans, the would
be strong-man Fanfani prepared his own ascent to pow
er, calculated to take effect as soon as the Andreotti-PCI 
government forces capitulated to the Red Brigades de
mands. 

But two years ago, it  did not work according to plan.  
Contrary to Anglo-American predictions and profiles, 
then prime minister Andreotti, with unconditional back
ing from the Communist Party leadership under Enrico 
Berlinguer, stood intransigent .  Pope Paul VI threw the 
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entire moral and political weight of the Vatican into the 
balance on Andreotti and Berlinguer's side. The Pope 
even personally intervened with Christian Democratic 
leader Flaminio Piccoli to guarantee that his followers 
would not preach capitulation to terrorist demands or 
advise negotiation.  

The resistance was strengthened by New Solidarity 
International Press Service (NSI PS), which uncovered 
and published the facts of Kissinger-circle involvement, 
the complicity of U.S .  Am bassador Gardner, and of 
direct involvement by U . S . ,  British, and Israeli intelli
gence agencies in the Moro affair. These published ex
poses were widely distributed in Italy by the European 
Labor Party. 

The months-long tug-of-war ended in  Moro's brutal 
murder, but the sovereignty of the Italian nation was 
safeguarded. italy was torn, traumatized and exhausted, 
but not destroyed. 

How Cossiga 'won' 
The weakness of this national-unity government of 

1 978-79 lay principally in the fact that, although it had 
defeated the political forces behind the Red Brigades and 
the Socialist Party temporarily, the Andreotti Christian 
Democrats and his allies in the Communist Party leader
ship did not address the task of cleaning out the enemy 
within the ranks of their own parties . 

At the end of 1 978,  it was a British-aligned faction 
within the Communist Party that compelled the party's 
leaders to withdraw support for the European Monetary 
System, therefore precipitating a government crisis . In 
the turbulent electoral campaign that followed in spring 
1 979, the real issues of the EMS and East-West detente 
were obscured, in favor of petty Communist vs . Christian 
Democrat, "left" vs . "right" posturing . Both the Chris
tian Democrats and the Italian Comm unists suffered 
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June 1 977: The murdered Aldo Moro 
(right). principal architect of the 
"national unity" policy of collaborative 
policy making with the Communist 
Party pursued by Andreotti's 
government. greets Communist 
Secretary General Enrico Berlinguer. 

serious political losses . No real clarification of the issues 
inside either party occurred. 

The only real sign of fight in the Christian Democrat
Comm unist Party forces was to be seen in the massive 
offensive initiated in early 1 979 against the terrorist 
networks . On April 7, 1 979, arrests of Tony Negri and 
his entire circle of Red Brigades controllers sounded a 
serious danger signal to the Italian Socialist Party leader
ship which had harbored and financed many of Negri's  
front-enterprises . Each such high-level arrest led to the 
unearthing of yet more compromising evidence of So
cialist complicity with terrorists . It was principally such 
incriminating evidence, turned up in the spring and 
summer of 1 979, and published by EIR in both regular
weekly and pamphlet form, that prevented Socialist sec
retary-general Bettino Craxi from succeeding in his at
tempt to form a government in the summer of 1 979. 

But as the advent of the first Cossiga government 
indicated, an anti-terrorist offensive in itself was not 
sufficient. No serious thrashing out of fundamental pol
icy differences within both the Communist and Christian 
Democratic parties was undertaken, so that a principled, 
programmatically defined new coalition could be formed 
without the internal weaknesses that had undermined the 
earlier effort. 

A kind of internal reorganization confirming secre
tary-general Berlinguer' s hold on the party apparatus 
did occur inside the Communist Party. At the same time, 
Andreotti prepared for a political showdown at the 
February congress of the Ch.ristian Democracy. Months 
of careful organizing preceeded the conference, and all 
informed analysts were predicting an overwhelming vic
tory for the Andreotti-Zaccagnini faction with promised 
support from the faction led by Flaminio Piccoli-to
gether, a strong maj ority in the party. In that eventuality, 
Italy could look forward to a new Christian Democratic-
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Communist coalition government that would join the 
Franco-German peace offensive against the Anglo
American "arc of crisis" policy centered around Iran and 
Afghanistan . 

It was in the pre-conference period that the Anglo
American elite began to intervene in Italy on a major 
scale. Blatant interference, conducted personally by U . S .  
officials , "bought" Flaminio Piccoli a n d  rigged the 
Christian Democratic congress in favor of the anti-Com
munist alliance around Fanfani and the treacherous 
Piccoli . Secretary of State Cyrus Vance and U . S .  Ambas
sador Richard Gardner acted in person in Italy to ensure 
that Andreotti would be defeated . That crucial interfer
ence, accompanied by a spate of "Watergate" -style scan
dals and a new terrorist outbreak of unprecedented 
intensity, shifted the balance against Andreotti and his 
Communist allies . 

The Christian Democratic congress closed with 42 
percent of the party aligned with Andreotti in favor of a 
national-unity coalition to include the Communists, and 
a European economic development policy aligned with 
Schmidt and Giscard . The remainder of the party, the 
maj ority thanks to turncoat Piccoli (who was paid-off 
with the powerful post of party secretary-genera!), 
emerged committed to tying Italy hand-and-foot to Mr. 
Carter' s insanely "incalculable" foreign policy. 

Since the congress , hell has broken loose throughout 
Italy. Terrorism has claimed one victim per day from 
among Christian Democratic ranks-j udges, theoreti
cians and leading politicians .  Carter bought Piccoli, and 
then unleashed the wolves . And at that very point, at the 
end of March, the President of the United States person
ally telephoned Prime Minister designate Cossiga
hampered in his ability to form a government by An
dreotti 's  refusal to compromise-and according to press 
reports, Carter told him to form a new government with 
the Socialists immediately, so that Italy would be ready 
to play the role the U.S .  had designed for Italy in a 
planned new Middle East crisis .  

Cossiga obeyed, and the most disgraceful govern
ment coalition of the post-war period came into being. 

The government itself 
It is useful to recall that Cossiga, the man now 

heading the Italian government, was Interior Minister 
during the Moro kidnapping. At that time, Cossiga 
invited British and Israeli secret services to "collaborate" 
in the antiterrorist operations, even though these services 
were being widely identified as complicit in the Red 
Brigades terrorism . Cossiga was in fact forced to resign 
after Moro's dead body was found for his failure to 
effectively pursue the terrorists holding his party's presi
dent captive. 

Cossiga' s new foreign minister, Emilio Colombo, 
belongs to the European aristocratic circles around the 
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Princess Pallavacini's family and the Hapsburgs, who 
control the Fanfani wing of the Christian Democracy . 
Colombo can be co unted on to follow every foreign 
policy directive issued to him from the Carter and 
Thatcher cabinets; he has already promptly lent support 
to the discredited "Camp David" Middle East agree
ment. 

Cossiga's new defense secretary, Lelio Lagorio of the 
Socialist Party, is a creature of American circles in Flor
ence. He is best known for his support for the policy of 
stationing Pershing missi les on European soil .  

Beniamino Andreatta, special minister without port
folio, is "the Henry Reuss of Italy," who can be counted 
on to implement a harshly anti-European Monetary 
System policy and domestic deindustrialization and de
flation . Andreatta was among the founders of Trento 
University, from whose Sociology Department, the first 
Red Brigades terrorists came.  

At the Agriculture Ministry is another minister firmly 
opposed to the EMS, Giovanni Marcora, whose princi
pal function is to sever economic and political ties be
tween Italy and France. All of the ministries controlling 
the economy are securely in the grip of anti-EMS spokes
men .  Republican Party leader Giorgio LaMalfa, son of 
Ugo LaMalfa, the "theoretician" of Italian austerity, is 
the budget minister. Franco Reviglio,  an independent 
from the Socialist Party, is finance minister . Christian 
Democrat Filippo Pandolfi is the treasury minister, So
cialist Enrico Manca is the minister for foreign trade. 
The minister of industry remains Antonio Saglia of 
Piccoli' s faction,  and the powerful state industries min
istry passes into the hands of Socialist Gianni de Mich
elis ,  the man from Padua University who was instrumen
tal in promoting the career of j ailed terrorist Tony Negri . 
De Michelis comes from the aristocratic Venetian circles 
that provided Negri with his wife Meo. 

The powerful  porkbarrel called the Cassa per I I  Mez
zogiorno (development of southern Italy) has been as
signed to Nicola Capta, an ally of terrorist-connected 
Socialist Giacomo Mancini .  Scientific research has been 
given to another Mancini  ally, Vincenzo Balzamo, whose 
party attacks science. Transportation is in the hands of 
Salvatore Formica of the Socialist Party, and the health 
ministry has gone to former mayor of Milan Aldo Anasi 
of the Mancini faction .  He is rumored to have been 
elected to parliament with the support of the notorious 
Calabrian mafia. While Milan's mayor, Anasi backed 
legalization of hard drugs; he currently supports a So
cialist bill for drug legalization (including controlled 
distribution of heroin through Italy's hospitals under the 
health ministry) . 

Communications belongs to Fanfani colleague Lelio 
Darida, who now controls national television and radio . 
Another Fanfanian , Bernardo d' Arezzo, is minister for 
tourism and entertainment . D' Arezzo recently chaired a 
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conference on prostitution in Florence, and supported 
the reopening of closed brothels and the legalization of 
prostitution. 

The few ministries still manned by Christian Demo
crats sympathetic to Andreotti, the Merchant M arine 
under Signorello, European Economic Community re
lations under Scotti and Interior Minister Rognoni, with 
the exception of the latter, are insignificant in foreign 
and domestic policymaking . All the key ministries are in 
the hands of the enemies of Aldo Moro, men who labored 
during his kidnapping to bring down the Italian republic. 

Where are the Communists? 
There can be no doubt that the new Italian govern

ment has been shaped as a battering ram against Europe, 
against the Giscard-Schmidt design for a Euro-Arab 
dialogue, against the European Monetary System, 
against international detente. It is a government whose 
principal spokesmen are all on record against the nation
al interests of the Italian nation-state. They are on record 
against the elementary norms of morality , against human 
dignity. 

The Socialist Party which occupies one third of all 
cabinet posts, is publicly identified with the terrorist 
networks that are shooting down leading citizens daily. 
In its policy-commitments over recent years, the Socialist 
Party has consistently defended every evil afflicting Ital
ian society, from drugs to terrorism to pornography. It 
has demanded deindustrialization and de-schooling. It is 
such a party that controls a large part of the govern
ment's foreign and domestic policymaking. 

Where are the Communists, one must ask? What will 
the second largest party in the nation do to change the 
situation? How will this most powerfully organized for
mation in the country intervene to rebuild a program
matic alliance with Andreotti , those forces in the Chris
tian Democracy that demonstrated their willingness to 
sacrifice short-term political gains for the sake of a 
principled alliance with the Communists . Surely the 
Communists are now orienting toward those principled 
forces . 

Tragically, the answer is no.  The Communists are 
acting out their weaknesses almost as if reading a script. 
Despite the party's enormous membership of 1.7 million, 
its powerful parliamentary representation and extensive 
organizational structure, in the current crisis, it  is behav
ing like a dumb giant. Party secretary general Berlinguer 
is reacting to the Andreotti faction's defeat by trying to 
appease the enemy, terrified by the implications of a 
classical Christian Democratic "right turn" engineered 
by the Fanfani-Piccoli faction . Aghast at the Socialists' 
readiness to ally with Fanfani's faction, the Communists 
are not waging a principled battle but are trying to 
ingratiate themselves with the enemy. Berlinguer is tour
ing Europe in search of every British-allied leader of the 
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Second International to "prove" to them and to the nasty 
Americans and their representatives that the Communist 
Party is "democratic" enough to be given a piece of the 
government. 

Berlinguer is even willing to go to China. He has 
announced that his party will not participate in the 
European Communist Party conference on disarma
ment. 

Predictably and lawfully, such unprincipled and op
portunistic behavior is provoking the ire not only of the 
Soviet leadership, which is concerned about the strategic 
implications of the internal · l talian developments, but 
also of the party's rank and file. The more Berlinguer 
pursues his appeasement policy toward the Socialists and 
their friends internationally, the weaker his own position 
will become within the party . 

If Berlinguer loses his hold over the party apparatus, 
the way will be clear for a worse-than-Piccoli-style take
over of the Communist Party, which would then be 
prepared to walk into a government coalition of the type 
Henry Kissinger experimented with in Chile . 

Ironically , it is Piccoli himself, the turncoat of the 
Christian Democracy, who has been advising Berlinguer 
on what course of action he should pursue. In an inter
view carried in the daily Repubblica. Piccoli applauds 
Berlinguer's appeasement-but it is not yet enough ! The 
Communists must act as did Luther, Piccoli said, and 
provoke total schism with the Soviet Union, declaring 
that the socialist system as such was responsible for 
Hungary, Czechoslovakia, and Afghanistan. He must 
engineer an Italian Bad Godesberg and renege the very 
principles that makes the Communist Party a communist 
party. It must even become a bastion against detente. 

This is what Henry Kissinger, Jimmy Carter, and 
Ambassador Richard Gardner have appai'ently commu
nicated to Piccoli .  That is the option being posed to the 
Communists, in exchange for a brief, and suicidal term 
in office as part of a Chile-style coalition. 

Yet,  the Communists, were they following another 
policy, have the international connections, including 
relations with Giscard and Schmidt whose policies they 
recently endorsed, with forces in the developing nations, 
and of course, the Comecon nations, to exert powerful 
influence in Italy on behalf of detente and a development 
policy . Were its commitment clear, it  could easily mobi
lize the weight of the labor movement, and win vast 
support from industrial and agricultural sectors, to force 
a change in domestic and foreign policy. Were it to 
behave as it did during the period of the Moro kidnap
ping-with the result that the nation was saved-An
dreotti 's  defeat could prove only temporary . 

Otherwise, it is difficult to see how Andreotti , from a 
minority position,  targeted by scandal-mongers and ter
rorists, can effect an internal shift.  The nation is perhaps 
doomed, and possibly, along with Italy, so is Europe. 
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Why the Carter 
administration is 
so 'incalculable' 
by Crlton Zoakos, Contributing Editor 

Shortly before Jimmy Carter' s State of the Union Mes
sage last January, the Soviet government started charg
ing publicly and warning every government throughout 
the world privately, that the United States government 
has become unreliable, an "unpredictable ally" and an 
"incalculable factor" in international affairs. Shortly 
thereafter,  most daily and weekly publications through
out Western Europe, especially those with an established, 
longstanding pro-American record, started making 
charges that the Carter administration i s  incalculable . At 
a later point Chancel lor Helmut Schmidt of the Federal 
Republic of Germany, meeting with American officials 
inside the White House, charged to thei r face that the 
United States government is "incalculable ."  

Still later, former undersecretary of state George 
Ball, upon his return from a political consultation jour
ney abroad, published an article in which he charged that 
virtually every all ied official he met with in Europe and 
the Middle East informed him with monotonous uni
formity that their government considers the Carter ad
ministration "incalculable ."  The British cabinet itself, a 
paragon of discretion ,  felt obliged to leak to the press 
that it has been "horrified" with the Carter administra
tion' s  public performance since the proclamation of the 
now notorious "Carter Doctrine." 

In short,  there exists no government of any type on 
the face of the earth at this time which has not publicly 
expressed a gen uine feeling of bewilderment at the be
havior of the Carter government .  Every time any foreign 
government or foreign intelligence service has attempted 
to apply ordinary criteria of rational policy making, of 
rational self interest, of rational, accepted rules of state
craft in their effort to fathom the principles which inform 
the various actions of the Carter administration ,  they 
have thrown up their arms in exasperation and yelled 
"Damn, it doesn 't  make sense. These lunatics out there 
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Your children? More likely your Congressmen. 

don't know what the hell they are doing ." 
After repeated such frustrating attempts, intelligence 

chiefs and foreign ministers informed their chiefs of state 
that for reasons of national interest, it  was now necessary 
to put out the word publ icly that the "Carter administra
tion is incalculab!e ."  

Hence the universal public outcry on the subject . 

What goes on 
in high places 

We now suggest that these foreign governments ap
ply a set of criteria other than rationality, in order to 
analyze the behavior of the Carter administration: the 
control lers of the Carter administration are a bunch of 
occult freaks ,  of the same type as the "Order of the 
Golden Dawn" which imposed Adolf Hitler on Germany 
in 1 93 3 .  

Imagine the Joint Chiefs of  Staff holding seances, 
sensitivity sessions and consciousness raising happenings 
in order to get in touch with "cosmic energies" and 
"cosmic consciousness ."  Imagine them receiving every 
morning intelligence briefings on the biorhythm and 
horoscope status of  every Soviet politburo member. 

Imagine the Office of Technology Assessment and 
the Pentagon allocating hundreds of mill ions of dollars 
for psychic research, extrasensory perception, and 
UFOs. Imagine the President of the United States re
porting that he has in fact sighted UFOs while out 
fishing. You are not imagining things . These matters are 
part of the daily routine in Washington .  

Imagine the Pentagon issuing a Field Manual to  all 
combat unit commanders down to platoon level giving 
instructions on how to hold sensitivity training sessions 
and seances with the troops.  Imagine poor raw recruits 
being driven to hard drugs because they are unable to 
withstand the homosexual ego stripping sessions.  Imag-
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ine congressmen gathering by the hundreds at Earlie
house for weeklong retreats and emerging to report with 
radiant, faraway grins that they have been "transformed 
into new beings," "have seen the future," have experi
enced the "cosmic presence." You are not imagining 
things . These matters are parts of the daily routine in 
Washington . 

The Aquarian conspiracy 
They are part of the Aquarian Conspiracy, the most 

recent occult fad that has gripped the higher echelons of 
the country's financial, political and military elite. This is 
a mass brainwashing operation which has been in prep
aration for over ten years and was based on work done at 
the National Training Laboratories , the Stanford Re
search Institute, Aspen Institute, Tavistock, the Naval 
Intelligence facilities at San Diego, Columbia University , 
the Center for the Study of Democratic Institutions, the 
Center for Advanced Study in Behavioral Sciences, the 
National Institute of Mental Health, the National Opin
ion Research Corporation,  the Yankelovich polling or
ganization, Gallup polls and others. 

Following are the main parameters of the project: 

Objective : To cause a massive shift in the locus of sense 
of identity in large masses of the population by exploiting 
the increasing incidence of psychotic experiences during 
this period. 

This is called "transformation" and once it has cap
tured enough of the population it is supposed to lead to 
the formation of "global soul" heralded by Teilhard de 
Chardin.  

Method : Since most people place a premi um on logic and 
empirical surface reality , the p urpose of the Aquarian 
Conspiracy is to create "entry points" from which these 
ordinary folk can peer into the domain of the transcen
dental .  The domain of "ultimate reality" where cosmic 
energies, the power of the mind included, shape the 
ultimate destinies of the universe, which, after all ,  is but 
a hologram . 

Procedure : There are fo ur stages to "transformation":  
first is  the entry point, which is the most critical . 

Entry point is the very first empirical evidence of the 
transcendental cosmic energy, the first psychotic episode. 
This can be willfully attained by the following available 
means or psychotechnics: 

( 1 )  sensory deprivation; (2) sensory overload; (3) 
biofeedback; (4) autogenic training; (5) m usic, chant
ing; (6) psychodrama; (7) consciousness raising; (8) 
self-help, mutual-help, i.e. Alcoholics Anonymous; (9) 
hypnosis and self-hypnosis; ( 1 0) all types of medita
tion, Zen, Tibetan, Chaotic, Transcendental, Chris-
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tian, Kabbalist, Raj a  Yoga, Tantric Yoga; ( 1 1 )  Suf
ism ,  dervish dances, Shamanic and magical tech
niques; ( 1 2) est, Silva mind control, self actualization; 
( 1 3) dream interpretation; ( 1 4) Arica, theosophy, 
Gurdj iffian systems; ( 1 5) primal therapy and cognates; 
( 1 6) faith healing; ( 1 7) courses in miracles (Roman 
Catholic practice); ( 1 8) body exercises-yoga, karate, 
jogging, etc . ;  ( 1 9) encounter groups; (20) sports, wil
derness retreats, mountain climbing and such contacts 
with nature as promote self-discovery and sense of 
timelessness . 

Phase two after entry point: exploration .  
Phase Three: integration.  
Phase Four: Joining the Aquarian Conspiracy. 

Institutions : The Aquarian Conspiracy claims that its 
obj ectives and methods were shaped during the 20th 
century by the following individuals: William James, Jan 
Christian Smuts, Pierre Teilhard de Chardin,  Aldous 
H uxley, H . G .  Wells, Arnold Toynbee, Carl Jung, Erich 
Fromm, Alfred North Whitehead, Ilya Prigogine, Nikos 
Kazantzakis, Eugen Wigner, Linus Pauling, Jonas Salk, 
K urt Lewin ,  Marshall McLuhan, Rene Dubos, and 
others.  

Many members of the present cabinet were tracked 
and culled into this project including the President, the 
Secretary of State, and the National Security Advisor, 
among others . Over 1 50 congressmen have already been 
brainwashed by this project and they have even estab
lished an official congressional committee to maintain 
the proj ect, called Congressional Clearinghouse on the 
Future . 

There is the example of the two congressional gentle
men, Senator Proxmire and Representative Reuss, who 
have done most damage to the U . S .  economy from their 
chairs at the head of the Senate and H o use of Represen
tatives' respective banking committees. It is reliably re
ported that Mr .  Reuss regularly practices meditation; 
and that Mr. Proxmire, before vain resort to more con
ventional devices, attempted to grow his hair back 
through mental power. 

This is the reason why the American government is 
seen as "incalculable" by every other government.  Day 
to day policy m aking in Washington is  based, j ust as in 
Hitler' s Germany, on horoscope consultations and bio
rhythm readings rather than any other more traditional 
instruments of policy making. Certain of these characters 
even believe that this magazine and its political associates 
are in fact strange personages who originally visited the 
planet earth from Siri us and launched a secret society in 
Lemuria. 

If the reader does not know where Lemuria is, he 
should telephone Hamilton Jordan at the White House. 
He is a frequent visitor to that place . 
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EIR-FEF India 
conference draws 
world attention 
by Daniel Sneider 

EI R and the Fusion Energy Foundation have finalized 

preparations for an i nternational  conference on "The 

I n dustrial Develop ment of I n dia-Its Potential ,  Its  Ne

cessity ," i n  Fran kfurt,  West Germany M ay 5-6 . 
The conference program featuring speakers fro m  top 

pol itical , scientific ,  and ind ustrial layers in both I n d i a  

and Western Europe, i s  focused around a n e w  40-year 

development program for India ,  the combined effort of 

eco nomic experts, scientists, engineers and p ol itical ana

lysts from the EIR , FEF,  and I n dia  i tself. The FEF-EIR 

team developed the I n dian program util izing the com 

puterized Riemannian M odel , a b reakthrough in  eco

nomic science . The m odel was designed by the noted 

eco nomist M r .  Lyndon LaRouche who also supervised 

its  com puter application . That application will  also be a 

m aj or topic of discuss ion at the conference . 

The significance attached to the conference in I n d i a  

and Europe is indicated by t h e  fact that t h e  mayor o f  

Fran kfurt wi l l  held a specia l  recep tion for conference 

participants.  The con ference 's  opening session ,  "The 

Significance of  the Industrial ization of I n d i a  i n  the 

Framework of a G l obal Development Pol icy ,"  will  begin 

with a welcoming ad dress by the Em bassy of  I ndia and 

the reading of a message of greeting fro m  I n d i a ' s  Prime 

M i nister, M rs .  I n dira Gandhi . 

In addition to the two-day meeting i n  Germany, 

semi nars on the India program wil l  be held i n  M ilan,  

Italy at the site o f  the maj or in dustrial fair being held 

there, on Apri l  23 ;  in Washington D . C . , on Apri l  2 3 ;  and 

in Paris ,  France on April  29 . The Fran k furt conference i s  

expected t o  provoke broad-ranging discussion on a n  

international  scale of t h e  core issues of  development 
pol icy and technology transfer, not o n ly fo r I n dia  b ut fo r 

the entire developing sector .  

The same EI R-FEF team is  currently working on a 

developm ent program for M exico , applying the Rie-
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mannian m odel i n  col laboration with the M exican As

sociaticln fo r Fusion Energy. 

The impact of 
the program in India 

The I ndia  program has already had significant im

pact on India itself where i t  has been presented by the 

Committee for Democratic Action ,  a nonpartisan asso

ciation of  I n dian po litical and scientific leaders, i nclud

ing Ganesh Sh ukla of the weekly n ewspaper New Wave, 

and M r .  K . R .  G anesh, former minister of state for 

fi n ance and for petroleum and chemicals in the previous 

G andhi  government.  

The attention being given to the ideas and proposals 

of  the program , which argues strongly for a technology 

i n tensive high-growth po licy for I ndia ,  is reflected in  a 

s igni ficant article in the widely circu lated, respected 

Asian economic weekly,  Far Eastern Economic Review. 

In its M arch 28 issue the Reveiw covers the program and 

the i n fluence of i ts ideas in  an article entitled " Land of 

Plenty i n  2020?" by correspondent H o  K won Ping . 

M r .  Ho reports in detail the major  features of the 

program and cites sources in  India on the impact the 

program may have on the current economic policies of 

the G andhi government and the new Five-Year Plan . 

Says H o :  "Though its projectio n s  are long term , i ts basic 

thr ust may well be i ncl uded in the new plan as sources 

s ay the new Planning Commission may include Commit

tee for Democratic Action mem bers or supporters . "  

T h e  Review article also notes the political thrust o f  

t h e  progra m ,  i t s  opposition t o  t h e  dein dustrialization 

pol icies o f  the World Bank and I n ternational Monetary 

Fund,  and its call for economic alliance with West Eu

rope, the Arabs, and the Soviet Union . Ho comments: 

"To finance the am bitious in dustrial  program, India 
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The Industrial Development 
of India- Its Potential, Its Necessity 

May 5-6, 1980 
Frankfurt am Main 

Haus Palmengarten, Palmengartenstrafte 

MAY S 

Morning Reception at the invitation of 
the Mayor of Frankfurt 

Session I 
Indian Industrialization & Global Development 

Speakers: The Embassy of India, Bonn; Hans Band
mann, European Director, FEF; Michael Liebig, 
European Research Director, EIR; Ganesh Shukla, 
Publisher, New Wave, New Delhi. 

Session n 
A Blueprint for the Industrialization of India 

Speakers: Chairman, Mark Tritsch, EIR; Uwe Par
part, Director of Research, FEF (New York); Daniel 
Sneider, Editor-in-Chief, EIR; K. Raghunath Reddy, 
Member of Parliament, former Indian Union 
Minister for Labor, specialist, Indian Corporate Af
fairs, former Minister of State for Industrial 
Development; K.D. Malaviya, former Indian Union 
Minister for Petroleum and Chemicals, founder, In
dian Oil and Natural Gas Commission, Editor, 
Future India; Dr. Ranadev Banerji, Economist, 
GATT, Geneva. 

MAY 6 

Session m 
The future of Indian-European cooperation: 
large scale industrial projects 

Speakers: Chairman, Laurent Murawiec, EIR; Vinod 
K. Khanna, Resident Director, Indian Investment 
Centre, DUsseldorf; Tata Industries, executive board 
member; Dr. Thomas Geer, Chief Economist, Fried. 
Krupp GmbH; Federation of Indian Chambers of 
Commerce and Industry, a representative; Dr. 
Schmolzer or a representative, Voest Alpine AG, 
Austria. 

would depend on external capital-but not from the 
World Bank, I M F  or from the U .N . , which is seen to be 
controlled by the ' London-Washington-Peking axis' ." 

Among those scheduled to participate in the confer
ence, are Dr. Uwe Parpart, director of the FEF in the 
United States; Mr . Daniel Sneider, editor in chief of the 
EIR; K. Raghunath Reddy, a member of the Indian 
parliament, former minister of labor, and former minis
ter of state for industrial development and company law 
affairs; Freddy Metha, a member of the Executive Board, 
Tata Industries and former president of the Indo-Ger-
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Session IV 
Nuplexes: Seed-crystals for 
India's industrialization 

Speakers: Chairman, Ralf Schauerhammer, FEF; 
Prof. Dr. Gottfried Kneuper, 
Generalbevollmachtigter, Saarberg-Interplan; 
Dip/. -Ing. Hubert Shafer, Department Chief, Mining 
Consulting, Saarberg-Interplan, Saarbriicken; Prof. 
Dr. W. Seifritz, Eidgenossisches Institut fUr Reaktor
forschung, WUrenlingen, Switzerland; Dr. R. 
Chawla, Eidgenossisches Institut fur .Reaktor
forschung, Wiirenlingen, Switzerland; Prof. Dr. S. 
Biswas, University of Calcutta. 

Panel 
Development based on 
techology-transjer in the 1980s 

Panelists: Chairman, A nno Hellenbroich, EIR; Dr. 
Bernd J. Stecher, Institut fUr Weltwirtschaft; R.K. 
Mishra, Editor-in-Chief, The Patriot; Dr. Robert 
Zinser, Director, BASF Ludwigshafen; Ganesh 
Shukla; Uwe Parpart. 

Conference fee: DM 400 Each Session: DM 100 
Mail form to: FEF-EIR India Conf. , Postfach 2448, 
0-6200 Wiesbaden, BRD 

. 

- - - - - - - - - - - - - - - - ,  
Make checks payable to: EIR-FEF India Conference I 
I wish to register for ___ persons 

D to participate in all conference sessions 

D to participate in __ sessions(s) 

D I enclose check or money order for __ _ 

Name ____________ _ 

Company or Institution _______ _ 

Position 

Address 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Telephone I 
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  J 

man Chamber of Commerce; Dr. Thomas Geer, chief 
economist, Krupp GmbH; Prof. Dr. Gottfried Kneuper 
and Dipl-Ing. Hubert Schafer, experts on coal mining 
and related technology for one of Germany's largest coal 
producers, Saarberg-Interplan; and Prof. Dr. W.  Seifritz, 
a leading physicist from the Edigenossisches Institut fur 
Reaktor-forschung in Switzerland and an expert on the 
development of the high temperature gas-cooled reactor.  

Among the countries represented at the conference 
will be the United States, West Germany, India, Swi
Switzerland,  Austria, and Mexico . 
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Pentagon claims 
development of 
'miracle weapon' 
by Susan Welsh 

The Pentagon's director of research, William J .  Perry, 
has announced that the United States is developing a 
new antitank weapon which will he boasts, "change the 
face of battle" by the beginning of the next decade. 

The new weapon will neutralize the Soviet Union's 
overwhelming superiority in armor along the NATO 
front, Perry said in an interview to The Washington Post 

March 22. "They take the tank off its pedestal . They 
probably won't  be the queen of the battlefield; j ust one 
more weapon." Perry then predicted that the impact of  
the new weapons would be  as great as that of the 
airplane and radar during World War II .  

Termed the millimeter wave detection system, the 
new weapons are expected to be deployed by the late 
1 980s . They will use a tiny antenna in the nose of a 
missile, bomb or shell to detect the metal of a nearby 
tank by means of radio waves. The antenna is linked to a 
small computer the size of a cigarette pack, which guides 
the projectile toward the metal target . 

Perry claimed that with the new system, an infantry
man can stand a mile from the tank and not worry about 
his aim .  "He just has to aim it in the direction of the tank 
or cloud of smoke surro unding it." Currently deployed 
antitank weapons operate at such short distances that 
extraordinary bravery on the part of the infantryman is 
required, in addition to conditions of visibility which the 
battlefield often does not provide. Other "smart" weap
ons like heat-seekers and laser beams are ineffective in 
the rain,  at night, and other adverse conditions. 

A real bargain 
The most tel ling claim the Defense Department is 

making for these new weapons, however, is in the realm 
of "cost-effectiveness." The total cost of a tank in NATO 
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Soviet tanks in the Central European theater. 

countries is nearly $ 1  million, all things considered, 
whereas a hand-held or jeep-mounted guided missile is 
much cheaper.  Perry reported that the Pentagon may 
ultimately decide to buy fewer of the new heavy XM- I 
main battle tanks j ust put into production, shifting its 
tank procurement allocations toward lighter, cheaper, 
and more maneuverable tanks that are easier to transport 
by air to far-flung corners of the world . 

Therein lies the secret behind the Pentagon's latest 
"miracle weapon" announcement. The Carter admini
stration has committed itself politically to a "rapid de
ployment" strike-force policy for the "projection of U.S .  
power" globally: in the Mideast, Africa, Southeast Asia, 
Latin America. Under the policy of economic collapse 
the administration has willfully adopted via Federal 
Reserve Chairman Paul Volcker's starvation of credit to 
industry, the United States cannot afford to build a rapid 
deployment force and at the same time restore a war
fighting capability in depth vis-a.-vis the Warsaw Pact. 

Consequently, a public-relations campaign has been 
launched to persuade the American public that in-depth 
war-fighting capability is not necessary. 

Why it won't work 
The millimeter wave detection system will not work 

under the only conditions that count: full-scale thermo
nuclear war with the Warsaw Pact. Soviet military pub
lications state frankly that the best �ay of dealing with 
the enemy's antitank weapons is full nuclear bombard
ment of enemy territory, paving the way for a subsequent 

tank assault. For example Strategic Review magazine 
published in its winter 1 980 issue selections from a 1 978 
Soviet pamphlet dealing with this question .  In one arti
cle, "Overcoming Anti-Tank Defense," Col . A .V.  Ton-
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kikh writes: "The mass use on the battlefield of antitank 
combat natural ly also requires their mass destruction.  
Nuclear weapons most fully meet this requirement . They 
possess the greatest force of physical and moral-psycho
logical impact and thus exert a decisive influence on the 
offensive. The use of nuclear weapons almost instanta
neously inflicts great losses on the opponent' s personnel 
and equipment, causes the destruction, paralysis and 
putting out of action of entire subunits, units and even 
formations, the destruction of buildings and other tar
gets and points of resistance. Thanks to them, troops can 
conduct an offensive with great speed and achieve as
signed goals in a short time. 

"The most important characteristic of nuclear weap
ons, which exerts a decisive influence on the offensive, is 
that they are able to destroy the opponent over a large 
area . . . . 

"As a res ult uf  the skillful use of n uclear weapons in 
combination with other means of destruction, the at
tacking side gains in a short time the potential to 
change sharply the correlation of forces in its favor, to 
impose its will upon the defending troops, and to 
complete successfully their destruction by swift strikes 
by tank and motorized rifle units and formations. Thus, 
in overcoming the opponent's antitank defense, nuclear 
weapons will prove of decisive significance . . . .  " 

Under these conditions, Perry's infantryman in his 
jeep or out of it would be fried to a crisp. 

The nuclear bombardment sets up a plasma environ
ment which "blacks out" the electromagnetic waves 
upon which these "smart weapons" realy. Furthermore, 
the Soviets have developed a 1 00 gigahertz gyrotron,  a 
jamming device that generates electromagnetic waves 
capable of overpowering U . S .  detection systems, accord
ing to Charles Stevens, fusion research director of the 
Fusion Energy Foundation .  

General John Singlaub believes that the new detec
tion system might "cut down on the threat from tanks in 
relatively small numbers ." They would be useless against 
a massed tank attack , however-the only scenario Soviet 
military planners consider for a war in Europe. 

In testimony to Congress last year, Perry himself 
admitted that existing U.S .  TOW antitank missiles are 
incapable of penetrating Soviet T -64 and T -72 tanks. The 
Soviet tanks are equipped with a new form of armor 
which is highly resistant to antitank weapons, and the 
U.S .S .R. 's  new tank in production, the T-80, is expected 
to have even better armor. Defense analysts expect that 
even improved versions of the TOW and Dragon anti
tank systems will be incapable of stopping the T-80, 
reported Drew Middleton in The New York Times, 

March 1 6 .  Given this rapid rate of Soviet technological 
advance, there is no reason to think that Soviet military 
planners are losing any sleep over Perry's latest forecasts. 
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Patton against the 
'anti-tank conspiracy' 

Since Congress outlawed the nation's infant Tank 
Corps in 1 920, and total budget appropriations for 
tanks were reduced to $500, this nation has wit
nessed a fierce battle between the defenders and 
opponents of the tank.  

On the eve of America' s  entry into World War 
I I ,  this battle was still raging. General George S. 
Patton, Jr. led the fight against a powerful group in 
the War Department which insisted that the tank 
would become obsolete as soon as adequate coun
terweapons could be devised. 

Patton's biographer describes how the crisis 
came to a head during army m aneuvers in the 
summer and fall of 1 94 1 ,  while victorious German 
tank armies were barreling across Europe and the 
Soviet Union . 

"A conspiracy was developing in the War De
partment to take the wind out of the sails of the 
'armor boys' and once and for all discredit the tank 
as a panacea . It was no longer a secret in the ihner 
circles of the Army that the big maneuvers . . .  were 
being deliberately rigged against armor. 

"This was the cue for Patton !  As soon as he 
learned of the conspiracy through the grapevine, 
he took his division through special exercises in a 
remote part of the Fort Benning reservation to 
prepare it secretly for a 'mission,'  on the success of 
which, he ardently believed, depended the survival 
of armor in the Army."  (Ladislas Farago, Patton: 
Ordeal and Triumph, New York, 1963.)  

In the exercise, Patton's  2nd Armored Division 
encircled the "enemy" forces, breaking through 
the antitank defenses, and on Nov. 1 6 , 1 94 1 ,  cap

tured Lt. Gen . H .  A. Drum ,  one of the leaders of 
the antitank conspiracy. 

Less than a month later, the United States was 
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DatelineMexico by Josefina Menendez 

'A most inopportune visit' 

His predecessor at the Department of Energy was never 
allowed to set foot in Mexico. A fter Mr. Duncan's visit, he, 
too, may be asked to stay away from now on . . .  

T he visit of V . S .  Energy Secre
tary Duncan here early last this 
week was of interest in more ways 
than one. It came j ust two weeks 
after President Lopez Portillo an
nounced a 10 percent increase in 
oil production. It is also a time 
when the V .S.  is more and more 
writing off the Mideast-and eye
ing the oil on its southern border . 

Finally, it is the first time a 
V.S .  Energy Secretary has been 
able to set foot on Mexican soil . 

The first head of the depart
ment, James Schlesinger, was such 
a hated figure in Mexico for his 
sabotage of gas sales that he never 
dared appear in person, and his 
name was quietly dropped from 
the list of officials accompanying 
Carter in his visit here a year ago . 

How much difference did the 
change in faces make? 

Not much, according to knowl
edgeable circles . One Mexican of
ficial informed us that Duncan de
parted from Mexico "in a rage" 
because he left empty-handed, and 
made a fool of himself at a final 
press conference. He had nothing 
to say about his visit except a 
statement prepared in Washington 
ahead of  time. 

The official concluded, "It was 
a most inopportune visit ." 

The warning signals were up 
starting with a special DOE news 
release March 28,  four days before 
the Secretary's arrival . The release 
accepted Mexico's new gas price 
of $4.47 per metric cubic foot equal 
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to Canada's current price. But then 
the release stressed a series of key
and-code phrases which conjured 
up the worst of the Schlesinger 
days: the new price increase was 
only "temporary," pending "es
tablishment of a more permanent 
pricing relationship" and "new 
discussions . . .  to ensure a stable and 
equitable natural gas trade." 

What this meant to the Mexi
cans was that faces had changed, 
but policy had not; the pressure 
remained to force Mexico back 
from its pricing policy. That policy 
turns on contracts which allow fre
quent  rev i s i o n s  t o  keep p r i ces 
equal or higher than prevailing 
world prices, short duration of 
contracts,  and little lead-time no
tification before termination. 

A "permanent pricing relation
ship" was not among the phrases 
Duncan used to describe what had 
been agreed to, as he emerged 
from his half hour meeting with 
the President. Just how clearly 
drawn the M exican approach is on 
this and related issues came direct
ly from the Mexican President as 
he wound up a tour of Baj a  Cali
fornia over the weekend .  Lopez 
Portillo declared that "Mexico is 
no one's looting ground," but 
"rather a supplier which sells on 
the basis of its own development 
interests ." He stressed that the pri
mary focus of his talk with Duncan 
was the Mexican V .N .  world en
ergy proposal, which calls for co
operative approaches to solving 

energy scarcity and condemns ef
forts toward "partial solutions" 
which favor only those nations 
with the force to make their own 
policies prevail .  

The implicit slap at the V . S . ,  
with its elaborate build-up of spe
cial mobile forces more easily de
ployed to Mexico than anywhere 
else, was not lost on Duncan . The 
topic came up when he faced the 
Mexican press. 

Although Duncan returned en
ergy-less to Washington,  he none
theless fulfilled at least one of his 
objectives: to send a barely-veiled 
message to Europe and to Japan 
that the Carter government con
siders Mexico and its oil "in a 
speci a l  re lati o n s h i p  with  the  
Vnited States . "  Duncan's  deploy
ment served as a warning to these 
other governments that they will 
only be permitted to negotiate with 
Mexico within the limits imposed 
by Washington. By obstinately. de
manding long-term price and con
tract conditions, knowing Mexico 
would say no, Duncan was telling 
France, West Germany and Japan: 
"pay no attention to Mexico's 
squawks. We view it as our pre
serve." 

While taking Duncan' s visit it
self in stride, Mexican officials 
were looking over their shoulders 
at the deterioration of the Middle 
East. They know that further blow
up there will bring V .S .  pressure 
down on them even more strongly 
than now . No nice phrases in Dun
c an ' s  carefu l l y - p repared press  
statements about "total support 
for Mexico's  policy of self-deter
mination" in oil policy can hide 
this fact . As a local columnist 
stressed this week, the V .S .  arms 
spending pickup "brings us bad 
omens." 
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Science &Technology by Dr. MOrris Levitt 

The Soviets' ambitious nuclear program 

A recent speech by Soviet A cademician Velikhov described 
the Soviets' aggressive nuclear research and the proposal to 
make fusion development an international effort.  

" F · .
. 

. 1 d uSlon IS In a very specla an 
suitable position for international 
cooperation .  The technology of 
magnetic confinement fusion has 
no military applications, and as yet 
no commercial connections, thus 
providing an opportunity for in
ternational cooperation.  In 10 to 
15 years that possibility will be 
lost. Once we reach the stage of 
commercial demonstration, we will 
have a situation much less suitable 
for international cooperation . I 
think that with INTOR there is a 
great possibility to have a very 
.important experience of interna
tional cooperation . "  

This is how Soviet Academi
cian E.P.  Velikhov, the leader of 
the U .S .S .R. 's  nuclear energy de
velopment program , described to 
a meeting of the Swedish Academy 
of Engineering Sciences his pro
posal for broadened international 
cooperation in magnetic confine
ment fusion power research . That 
proposal , put forward by Velikhov 
in 1 978,  has been partly realized in 
the creation of the INTOR project 
in which the Soviet Union, the 
United States, Japan and the Eu
ropean Community nations have 
been participating for the past year 
under the auspices of the Interna
tional Atomic Energy Agency . 

Velikhov reported on INTOR's 
progress: Several hundred fusion 
scientists from all over the world 
have been at work for the past year 
outlining the nature of the tech
nological problems to be overcome 
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on the road of achieving a dem
onstration commercial reactor by 
the mid- 1 990s . That accomplished, 
the INTOR team will now under
take discussion on the conceptual 
design of a tokamak device to be 
constructed. 

"I think it represents a very 
great leap, not only for fusion b ut 
for international science general
ly," said Velikhov .  

The Soviet academician was the 
featured speaker at the March 1 0  
meeting . of engineers in  Stock
holm. His audience, of mainly 
Swedish nuclear researchers and 
scientists was highly impressed by 
the depth and scope of the Soviet 
research effort Velikhov described. 

"We estimate that after the IN
TOR project achieves the techno
logical demonstration of fusion
power, we will take the next step 
in the form of (fission-fusion) hy
brid systems, which produce not 
only heat and electricity, but also 
fissionable material . 

"This is guided by our policy 
in the U . S . S . R .  that n uclear power 
must be developed by all the means 
available, and not only for the 
production of electricity, but also 
for the production of heat. Small 
nuclear reactors will produce heat 
for (the Soviet Union's) outlying 
regions, and standard breeder re
actors are inadequate to supply 
them with fuel . We therefore need 
an additional source of fissionable 
material, and hybrid systems pro
vide a very good source."  

Velikhov then went on to out
line the Soviet Union's program 
for achieving the commercial in
troduction of revolutionizing fu
sion technologies before the year 
2000-a program which is a far 
cry from the Carter administra
tion's  counterproductive classifi
cation and cost-effectiveness poli
cies .  The second generation of fu
sion reactors fueled by the reaction 
of two molecules of the hydrogen 
isotope deuterium will m ake "en
e r g y  a v a i l a b l e  i n  u n l i m i t e d  
amounts for all nations." The in
troduction of fusion technologies 
on a wide scale will transform in
ter n a t i o n a l  re lati o n s ,  V e l i k h o v  
hinted, noting that "with fusion,  
we wil l  not have the poblems faced 
today with oil . "  

The Soviet program is pursuing 
several lines of approach in both 
magnetic confinement tokamak, 
mirror and stellerator machine and 
laser, electron and other particle 
beam devices (inertial) . But the 
U.S .S .R .  is particularly determined 
to "go all the way" to a demon
stration commercial tokamak fu
sion reactor by the mid- 1 990s .The 
Soviet U nion is following two lines 
of development for the tokamak 
program, Velikhov elaborated . It 
is scaling up its machines in order 
to approach conditions in com
mercial reactors. It is also building 
smaller machines with relatively 
strong magnetic fields . 

The Soviets are developing two 
methods for auxiliary heating for 
the fusion plasma to ignition tem
peratures of over 50 million de
grees Kelvin :  neutral particle beam 
technology that has been in exist
ence for several years , and the new 
microwave generator that is j ust 
g o i n g  i nto a p p l icat i o n  in the 
U.S .S .R.  program . 
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International Intelligence 

EUROPE 
Allies reject Carter 's 
Iran boycott 

The Carter administration's  call for a 
trade embargo of Iran and the recall of 
the allies' ambassadors has brought a 
muted response and in some cases, out
right rejection from the countries the 
U.S. is counting on: its European allies 
and Japan. The Foreign Ministers of the 
nine European Economic Community 
countries met in Lisbon Aprjl 10, and 
announced that they will not support 
economic or other sanctions, but will 
simply "request the Iranian government 
to release the hostages." 

Bonn government spokesman Armin 
GrUnewald stressed April 9 that a recall 
of the West German ambassador from 
Teheran "is not under discussion at 
present." A spokesman from the West 
German Defense Ministry added that 
there are still I SS Iranian military train
ees in Bonn, and that "no decision has 
been taken" to repeat the U.S. action in 
expelling them. 

French government officials told the 
Christian Science Monitor that France 
will "tread cautiously" before commit
ting itself to anything. France maintains 
close ties with the Iranian government 
and regards itself as a likely mediator to 
help solve the crisis. 

Even Great Britain is reluctant to 
support the Carter administration's ex
treme moves, for fear of jeopardizing 
the City of London's role as an inter
national financial center, where Iranian 
petrodollars and those of other oil-pro
ducing countries have been invested. 

New Italian government 
toes Carter line 

The Italian firm Olivetti is presently 
preparing a report on "how Italy will 
perform in case of an oil blockade," 
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according to two reliable sources. Italy 
is gearing up for an explosion of the 
Middle Ea'st. Despite State Department 
denials, one Italian paper reported last 
week that Jimmy Carter had telephoned 
then-acting Prime Minister Cossiga, 
urging him to put together an Italian 
government as rapidly as possible in 
order to back up the U.S. in the event 
of a blowup in the Middle East. 

An April 4 article in Corriere della 
Sera by Luigi Barzani, who was educat
ed in England and worked for the Lon
don Times, warns that Western Europe 
must make a maj or effort to rearm 
militarily, to become self-reliant against 
"Soviet aggression."  "There is no time 
to lose," he urged. "Only a serious 
rearmament effort, which unfortunately 
will mean a fall in living standards, can 
prevent Europe from being reduced to 
the status of Ancient Greece under the 
Romans.-a-a . . .  " 

The London Financial Times of April 
8 further notes the shift that has taken 
place in Italy with the new government, 
noting that although Cossiga may not 
last long, it is just what is needed to 
support Britain's  claims against France 
inside the European Economic Com
munity. "Italy could prove a useful ally 
for Britain in the future," it notes with 
satisfaction. 

U.S .S .R. 
Soviet fast-breeder 
reactor goes on line 

The Soviet press agency TASS on April 
8 announced that the world' s  biggest 
nuclear breeder reactor has already gone 
into operation at the Beloyarsky power 
station in the Ural mountains. 

The new reactor, with an electrical 
capacity of 600 megawatts, produces 
more nuclear fuel than it consumes. 
This, together with two, conventional 
boiling-water reactors, raises the in
stal led capacity of the Beloyarsky sta
tion to 900 MW. 

The new breeder unit is the second 
commercial reactor of this type to go 
into operation in the Soviet Union. The 
first, the 350-megawatt breeder at Shev
chenko on the northeast shore of the 
Caspian Sea, is a dual purpose reactor, 
used both for electricity generation and 
desalinization of water. 

The Soviet Union's  aggressive nucle
ar program includes the "Atom mash" 
project, which in th near future will 
mass-produce 1 ,000 MW nuclear units 
at Volgodonsk, on the Don River. 

Soviets say Carter is 
"brandishing a torch 
near a powder keg " 

The Soviet press responded harshly to 
President Carter's decision to break dip
lomatic relations with Iran and institute 
new economic sanctions. 

The United States is "brandishing a 
torch near a powder keg," commented 
Pravda April 10, and is trying to force 
Western Europe and Japan to go along 
with its measures. Radio Moscow re
ported that a bill has been introduced in 
the Congress which would enable the 
U.S. President to punish countries which 
refuse to go along with U.S. foreign 
policy measures. 

The Soviet news agency Tass de
clared that Washington is only seeking 
a pretext to heighten tension in the 
region, and "they must be ready to see 
this policy turn against themselves." 
Tass quoted Soviet President Leonid 
Brezhnev: the U.S.S. R. cannot tolerate 
a foreign military intervention in Iran, 
on its own borders. 

Another Tass statement accused the 
United States of purposefully inviting 
the Shah of Iran to the U.S. in order to 
provoke actions that would aggravate 
U.s.-Iranian relations. 

West German Radio April 10 quoted 
an Iraqi newspaper, also charging the 
United States with manipulating the 
Iran crisis to further the destabilization 
of the entire region. 

EIR April 1 5-2 1 , 1 980 



MIDDLE 
EAST 
Sadat offers u.s. 
facilities for attack 
on Persian Gulf 

Egypt's President Anwar Sadat yester
day offered the use of Egyptian facilities 
for the U.S .  military in case the United 
States sought to send forces into Iran 
and the Persian Gulf. Sadat said that 
the Arab Gulf states "are shaking," and 
that they need reinforcement from a 
tougher United States . 

On April 5 ,  j ust before the Sadat 
visit to Washington, General Lew Allen, 
commander of the U . S .  Air Force, con
cluded a four-day visit to Egypt where 
he toured Egyptian facilities before 
going on to Saudi Arabia. During his 
visit, Gen. Allen was hosted by his 
Egyptian counterpart, General M. S. 
Abdel Moneim. But on April 6, one day 
after Allen's departure, Gen. Moneim 
died "of a heart attack," according to 
Egyptian accounts. 

Joseph Kraft, writing in the Wash
ington Post.  reported that the Egyptian 
air force recently attempted a coup 
d'etat that was "narrowly averted ."  The 
reported action followed a clash said to 
have taken place between Egyptian and 
Ethiopian jets over Sudan, in which 
Egypt was badly defeated . 

ASIA 
Diplomacy seeks 
Afghan-Pakistan talks 

The Indian capital of New Delhi was 
crowded with visitors recently, including 
the simultaneous presence of Cuban 
Foreign Minister Malmierca, Vietn am
ese Prime Minister Pham Van Dong, 
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and Soviet Deputy Foreign Minister 
Firyubin .  On the agenda of all three was 
Afghanistan and Cuban-led efforts to 
set up talks between Afghanistan and 
Pakistan to seek a solution to the present 
crisis. M almierca was on his second trip 
to the region in the past two weeks . The 
first round took him to Moscow,  Kabul, 
and Islamabad. The second to Kabul 
and New Delhi, where he met for an 
hour with Mrs. Gandhi and delivered a 
letter from Castro to the Indian prime 
minister. 

Right after his departure, Indian 
special envoy Swaran Singh took off for 
Islamabad, arriving there April 10. Fir
yubin's stop was unscheduled, coming 
at the end of a long swing by the Soviets' 
top Asian trouble shooter, through 
Southeast Asia, including the Philip
pines, Thailand, M alaysia and Burma. 

Clearly, the Soviet Union is seeking 
some forum to put Pakistan on the spot 
and force the Zia regime into negotia
tions. The pressure on Zia is intense, 
coming from inside as well as outside 
the country, with the Soviets hinting 
that trouble could come to the border 
with Afghanistan if aid to Afghan rebels 
is not halted soon . 

Zia regime releases 
Mrs. Bhutto 

Begum Bhutto, the wife of the late, 
m urdered Pakistani premier, Zulfikar 
Ali Bhutto, was ordered released from 
"house arrest" by the government of 
General Ziaul Haq, who overthrew her 
husband in a military coup two years 
ago,  and subsequently had him hanged 
despite broad international protests.  

Pakistani sources say the lifting of 
the detention of Mrs. Bhutto was done 
not out of kindness, but came the night 
before a Sind co urt was due to order her 
release on an appeal she had filed with 
her daughter, Benezir,  also under arrest . 

Pakistani officials reportedly feared 
mass demonstrations at the courthouse 
where the two Bhuttos were to appear 
to hear the j udgment. 

Briefly 

• CHANCELLOR SCHMIDT 
of West Germany said in an in
terview with  the newspaper 
Muencher Merkur April 5 that the 
western alliance must find a way 
to guarantee that Afghanistan will 
not be used as a launching point 
for attacks against the Soviet 
Union . Only this would make a 
Soviet troop withdrawal possible, 
he said. The interview was report
ed by Radio Moscow. 

• SYRIAN AND ISRAELI jets 
c l a s hed o ver the territory o f  
southern Lebanon April t o  after 
an Israeli invasion of parts of Le
banon's south. The new fighting 
began after a Palestinian terrorist 
raid, which according to French 
sources may have been launched 
by the Israeli intelligence service 
as a pretext for action. The Israeli 
military have also stepped up 
troop deployments into the so
called bufer zone area j ust across 
the Lebanese border with Israel. 
As well, Israeli fighters bombed 
the southern Lebanese town of 
Tyre in retaliation for the terrorist 
raid. 
New fighting was also reported in 
the n o rthern Syr ian towns  o f  
Aleppo a n d  H a m a  where the 
M uslim Brotherhood secret soci
ety has been active in terrorist 
attacks on Syrian officials. Syria 
has accused Israel and the CIA of 
sponsoring the attacks. 

• PRANAB MUKERJEE, In
dia's Commerce Minister, visited 
Paris this past week. The visit is 
a followup to the visit of French 
President Giscard d' Estaing to In
dia this past January . On the 
agenda are a wide spectrum of 
economic deals which were left to 
be worked out by such follow-up 
consultations. 
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U.S. losing $600 billion 
on the Middle East market 
by Judith Wyer 

Since 1 973 ,  the American construction industry has been 
systematically legislated out of its number one position 
in worldwide construction contracts by the U.S .  govern
ment . The rate of decline over the last five years in 
foreign construction, notably the thriving Middle East 
markets , has been staggerin� 

Like every other industrial sector in the United States, 
construction operating both at home and abroad has 
been tied into a straightj acket of government regula
tions, credit restrictions, taxes and environmental con
straints, the result of years of cumulative government 
disincentives . 

By mid- 1 979, according to the U . S .  Army Corps of 
Engineers , the United States had slipped to 1 2th place in 
the race to win new construction contracts with the 
Middle East over the 1 3  month period up to the summer 
of 1 979. Over the last three years, the U . S .  construction 
industry dropped from first to fifth behind Japan, Korea, 
West Germany and Italy in terms of new construction 
contracts awarded abroad. In 1975,  the U.S .  commanded 
10 percent of the Saudi Arabian construction market; 
today, the U.s .  percentage is 3 percent. In 1 960, the 
American share of total world trade was 20 percent, 
today it is only 1 3  percent. According to construction 
industry sources, since the 1 950s, U . S .  exports of manu
factured goods have dropped by almost 30 percent .  
Engineering News Record, reports that the top 400 con
struction companies, registered $4 billion in business in 
the Middle East for 1 978,  6 1  percent less than 1 977 .  The 

52 National 

same source reports that 25 U . S .  construction firms 
reported new business in the Middle East last year, while 
in 1 977, 70 companies reported new contracts . Even the 
Saudi-controlled Arabian-American Oil Company is 
currently buying most of its construction equipment 
from Japan. 

On top of the ever-increasing government constraints 
which are hamstringing foreign-oriented American busi
ness, is the foreign policy of the Carter administration, 
which most construction executives will admit in confi
dence is further complicating the United States market 
position abroad . Nowhere is this more evident than in 
the Middle East . It is not coincidental that the fall off of 
business between the surplus Arab oil-producing nations 
of the Persian Gulf and the United States occurred at the 
same time as the bilateral Egypt-Israel Camp David 
peace agreement, an agreement which was summarily 
condemned by the Arab Gulf states. 

Antitrade policy 
While any construction company executive can spend 

hours detailing the damage done to his business as a 
result of policies from Washington, what that angry 
executive cannot explain is why the American govern
ment has embarked on such a course. 

Since at least as early as 1 973 ,  a close-knit financial 
oligarchy centered in the City of London and lower 
Manhattan have been operating on a strategic policy 
elaborated by the New York Council of Foreign Rela-
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tions in a series of studies entitled Project 1 980s . That 
policy cans for the "controlled disintegration" of the 
world economy over the course of this decade. Under 
conditions of contrived and sustained depression, the 
Anglo-American elites associated with the CFR aim to 
consolidate top-down control over the U .S .  economy. 

This consolidation wil l  have a two-fold impact. First, 
it will usher in a major restructuring of  thee U .S .  govern
ment and economy giving the Federal Reserve control 
over U .S .  banking and credit availabil ity-the degree of 
such government control has not been seen since the days 
of Hitler 's  Finance Minister Hjalmar Schacht during the 
Great Depression of  the 1 930s .  Second, there will be a 
corporate consolidation in which numerous business 
interests will be bankrupted and then integrated into 
corporate structures of  Anglo-American controlled mul
tinational corporations .  

The recent legislation by Wisconsin congressmen 
Reuss and Proxmire dubbed the Omnibus Banking Act 
would give the Federal Reserve such unprecedented 
powers over national banking. It  is no coincidence that 
Reuss along with Senators John Heinz (R-Pa.) and Birch 
Bayh (D-Ind.)  together with Georgetown Unniversity 's  
Center for Strategic and International Studies are prep
aring a legislative effort to impose many of the same 
restrictions now hampering U .S .  export-oriented busi
ness on the nation's most aggressive competitors in Third 
World development markets , notably the nations of 
continental Europe, Japan, and South Korea . 
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Construction contracts 
awarded by Saudi Arabia, 
January-March 1980 
(in millions of dollars) 

Value of 
Country contract 

Korea . . . . . . . . . . . . .  $33 . 1  
Korea . . . . . . . . . . . . .  17 .7  
Korea . . . . . . . . . . . . .  9.0 

Taiwan . . . . . . . . . . . .  12 .6  
United Kingdom/ 
Saudi Arabia . . . . . . .  33 .2 
Saudi Arabia· . . . . . .  3 . 1  
Saudi Arabia . . . . . . .  7.4 
United States . . . . . . .  6.7 
TOTA L . . . . . . . . . . .  1 12 .8  
• Contracts awarded t o  Saudi Arabian 
domestic firms. 
Source: The Army Corps of Engineers. 

The oil-loading and cargo-unloading pier 
at Mena A I-A hmadi in Kuwait during its 
construction ( 1 949) .  

Reuss, Proxmire and their cohorts in the Congress 
are acting as the delivery boys for the Council on Foreign 
Relations and i ts post- 1 973 offshot the Trilateral Com
mission whose plan is  to create over the course of the 
next decade a single governing body for the world for 
which the multinational companies will be the economic 
arbiters. In  order for such a scheme to work, the Anglo
American oligarchy behind it is committed to breaking 
the strong progrowth dirigist governments of  our major 
allies, just as the progrowth interests in the United States 
have been contained . 

A $600 billion trade war 
Central to the effort to undercut the position of 

America's  competitors in gaining contracts in  the devel
oping sector is the fight over what interests will control 
the approximate $600 billion worth of  development proj 
ects in the Arab nations of the  Persian Gulf  over the  next 
5 years . Saudi Arabia alone is  expected to spend over 
$300 b illion for development. Unl ike the period follow
ing the four-fold increase in oil prices by the OPEC oil 
cartel, during the 1 980 to 1 985 period the surplus oil 
producing nations of the Gulf will put most of their 
growing petrodollar resources directly into project de
velopment and less into bank deposits in the West. 

As every business and government leader in the in
dustrial West knows, whoever gains access to the hefty 
development oontracts will enj oy the benefits of receiv
ing recycled petrodollars . The continental Europeans, 
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Who received Middle East 
construction contracts 
(Contract awards in $ millions and number of contracts) 

Total 
June 1975- May 1978- June 1975- Percent 
April 1978 June 1979 June 1979 of total 

West 14,960 3,327 18,287 16.9070 
Germany (62) ( 18) (SO) 

Japan 14,577 2,662 17,219 15 .9 
(94) (33) (127) 

Italy 6,708 3 ,529 10,237 9.5 
(39) (20) (59) 

U.S.A. 8.946 346 9,292 8.6 
(53) . (60) 

South Korea 4,585 346 9,525 8.6 
(5 1) (7) (85) 

France 6,573 1 ,324 7,897 7.3 
(32) (6) (38) 

Source: International Construction Week Newsletter, Corps of 
Engineers and U.S .  Agency for International Development. 
Note: Table includes only the top six competitors for Middle East con-
tracts. 

What it means at home 
The economic data below was generated from the 
Department of Commerce and the construction 
industry on the benefits of foreign proj ects . 

• Commerce estimates that for every I billion 
in V . S .  exports 40,000 jobs are created at home. 

• Between 40 to 60 percent of the total value of 
V.S .  construction contracts abroad is the val ue of 
V.S.  exports in construction-related equipment . 
Between 1 975 and 1 978, the V . S .  generated about 
$70 billion in foreign construction contracts; the 
value of construction related net exports was be
tween $28 and $42 billion . 

• Vsing Commerce's formula, the construction 
industry, between 1 975 and 1 978 ,  provided approx
imately 1 . 1  to 1 .7 million jobs at home. 

• American construction abroad contributes to 
the marketing of the V . S .  technology overseas.  In 
1 978 ,  Caterpiller estimates that it did business with 
1 3 ,000 V.S .  suppliers of which 9,500 were small 
businesses; 50,000 supplier employees backed up 
CaterpilJer's production sold overseas during 1 978 .  

Source: Proceedings of Fifth Conference ofIn/emational Engineering 
and Cons/ru<'lion Indus/ries Council. Sept . 1979. 
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notably West Germany and France, are in a strong 
position to land hundreds of billions in contracts over the 
next five years. This increased transfer of technology 
relationship between Europe and the Arab world will 
serve as the basis for expanding the European Monetary 
System a the basis for a new international monetary 
system . Both the Carter administration and its ally gov
ernment of Margaret Thatcher's in Great Britain are 
committed to destroying such a potentiality on the part 
of the EM S .  

A t  the present time, the City of London and lower 
Manhattan interests are in a weak position with respect 
to the Persian Gulf Arab nations, following a trip made 
to the region by French president Giscard d' Estaing . 
Far reaching economic and political agreet: l l It:nts were 
reached between the Arab world and the nations of the 
EMS .  

Straitjacket 
on business 

As reported in Business Week last week, the V nited 
States will for the first time find itself unable to capture a 
dominant share of the massive development market 
which the Gulf nations will open up over the next five 
years. U.S .  firms will be prevented from gaining new 
contracts primarily because of the roadblocks put in 
place by Washington . These very constraints are, as one 
West Coast construction company executive put it, 
"halting prod uctive investment and feeding the infla
tionary spiral at home." 

Here is a sum mary of some of these constraints: 

Credit. Senator Heinz's bill, the Competitive Export 
Financing Act of 1 980 which attacks Europe and Japan 
for subsidizing credits for exports, is strikingly coherent 
with the current assault on V . S .  exports. The lack of 
availability of cheap credits for V . S  firms has contributed 
to the decline of V . S .  construction abroad. 

Over the last decade, the rates of demand to actual 
credit availabi lity by the V . S .  government backed Ex
port-Import Bank has been rapidly rising. The govern
ment simply is not allocating sufficient capital to the 
bank to meet demand. Since its founding in 1 945,  the 
bank had been one of the best generators of revenue for 
government coffers, but now the bank is rapidly running 
out of funds due to what Washington sources say is a 
bureaucratic haggle between the House, the Senate and 
the White House over how m uch to increase the current 
lending ceiling of$3 .75  billion which is allocated through 
the budget . 

The demise of the Eximbank which has accompanied 
a round of well publicized scandals involving Exim Pres
ident John Moore, is a feature of the plan to give the 
Federal Reserve dictatorial powers over V . S .  banking. 
The plan is to transform the Eximbank into an arm of a 
V .S .  trade war machine against Europe, Japan and 
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• 

South K o rea 1 
U.S. drops 

I ta ly  2 to 12th place 
in Middle East West Germany 3 

contracts race Japan 4 

( 1 3  months ending France 5 
June 1 979 in  
$ bi l l ions) B razi l  6 

Y ugoslavia 7 

U n i ted K ingdom 8 

I nd i a  9 

Source: International Taiwan 10 
Construction Week. U.S. 
Army Corps of Engineers. U . S .S . R .  1 1  u.s.  Agency for 
International Development. 

U . S . A .  1 2  

Korea . This was confirmed b y  a spokesman from Prox
mire's Senate Banking Committee: "The U . S .  must get 
tough and put an end to credit subsidies . We need to 
enforce an international agreement from our major allies 
on this issue. If we have to we should get tough and hit 
them over the head, but it must be done. The Eximbank 
can serve as an example for our allies .  The bank must 
stop lending at lower interest rates. We should simply 
insure long-term credits at a fixed rate of interest which 
should be agreed to internationally."  

Another Washington source stated that Senator 
Proxmire is one of the leading proponents of "disman
tling" the Eximbank."  

The decline of the Eximbank's ability to  meet demand 
parallels the skyrocketing interest rates in the private 
banking sector. According to a source at the Associated 
General Contractors organization, the current credit 
squeeze has seriously impacted the U.S .  construction 
industry'S ability to bid for projects in Saudi Arabia. 
According to the source, once the Saudis award a con
tract they immediately pay the contractor for the total 
amount of the project. In return, Saudi Arabia requires 
that the firm post a bond for the amount of the contract. 
"But in the U . S . ,  when a company asks for a bond, it is 
considered to be a loan, which of course is not easy to 
secure especially considering interest rates. Our compet
itors in Korea, Italy, and France have m uch more gov
ernment backing than we do and this gives them a 
margin U .S .  companies j ust don't have any longer," said 
the source .. 

Taxes. The package of the 1 976 Tax Reform Act, a bill in 
the works since 1973,  marked a turning point in the 
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United States' market position abroad. One of the key 
features of the bill was to impose income tax on U.S .  
workers abroad. "The imposition of that tax," said a 
source from M orrison Knudson, "seriously undercut 
U.S .  construction's competitiveness abroad . . .  because 
the worker' s income was halved as a result of the tax, we 
had to raise the salaries j ust to make working abroad 
more attractive . But that meant that we could no longer 
underbid our foreign competitors . Unlike a few years 
ago, the Saudis j ust aren't interested in paying a U.S .  
company a premium, because in their eyes U.S .  technol
ogy and expertise no longer exceeds that of, say, Japan 
or West Germany. So we are losing our markets,"  the 
source declared. 

Senator Prox�ire has been a maj or block i n  efforts to 
amend the foreign taxation legislation . It was Proxmire 
who played a leading role in transforming efforts to 
amend that law in 1 978 into a complex legislative proce
dure which resulted in the Foreign Earned Income Act 
of 1 978 .  

According to an  article by the executive vice president 
of J.A. Jones Construction Company, Johnie H. Jones, in 
the M ay International Construction Newsletter, the For
eign Earned Income Act of 1 978,  "which has been touted 
as the tax relief for Americans working abroad, is in fact, 
the most complicated set of filing procedures ever enact
ed into law . . .  the act creates substantial administrative 
costs for the companies employing American labor, due 
to the fact that day-to-day cost of living expenses must 
be documented for withholding purposes ." 

The irrationality of the tax on foreign worker income 
is nowhere made more clear than in the comparison of 
government income from the tax to the estimated lost 
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business due to the tax . According to construction indus
try sources, last year the U.S .  Treasury Department 
brought in $380 million from the tax, while U.S .  business 
lost an estimated $7 billion of overseas business in com
petitive bidding. 

Environmental restrictions. In  January of 1 979, President 
Carter approved the Executive Order on Environmental 
Effects Abroad. The result of this action has been to 
further increase the costs of U.S .  construction in order to 
make projects comply with the stricter American envi
ronmental standards . While the order only applies to 
proj ects in such areas as the seas and the Antarctic, which 
involve federal support, there are also more limited 
environmental restrictions on a vast array of other for
eign projects. Washington construction industry sources 
note that this law has soured many foreign governments 
to the United States since it is viewed abroad as Wash
ington imposing an extraterritoriality to its own envi
ronmental laws which is seen as an intrusion on national 
sovereignty. 

Boycott restrictions. Since the enactment of the antiboy
cott provision so the Export Administration Act of 1 977, 
U.S .  exporting companies, notably construction, have 
been caught in a j uridical dispute between the Depart
ment of Justice, Treasury, and Commerce on the inter
pretation of boycott regulations. For example, last year 
the Treasury Department issued guidelines prohibiting 
U.S .  exporters compliance with the Saudi and Kuwaiti 
shipping and insurance certification requirements. Prior 
to the announced prohibition by Treasury, the Com
merce Department had authorized compliance. 

Bribery. The Foreign Corrupt Practices Act is yet anoth
er constraint being placed on U.S .  businesses opprating 
abroad.  This legislation is unique only to the U . S .  As any 
businessman who has operated in the Middle East can 
testify, what is considered to be bribery in the West is 
considered to be a commission in the Middle East . The 
Foreign Corrupt Practices Act is perhaps one of the most 
aggravating of government restrictions on U.S .  firms 
operating abroad, since the interpretations of the provi
sions of the legislation are so vague. The businessman, 
therefore, will simply refrain from certain kinds of busi
ness transactions. 

Human Rights. A number of U .S .  construction deals 
have either ' been stalled or in some cases cancelled 
through government intervention in applying the White 
House H uman Rights policy. This has occurred in coun
tries sQch as Argentina. Invariably such a policy has 
thrown these contracts into the hands of foreign compet
itors . 
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The contracts and 
their petrodollar link 
Between 1 980-85,  the oil producing nations of the Persian 
Gulf expect to engage in one of the most intensive 
development efforts in history-an effort conservatively 
estimated at a value of $6OO billion .  

Over half of the new development opportunities will 
come from Saudi Arabia. Iraq, the United Arab Emir
ates, Qatar and Kuwait will provide the rem aining con
tracts .  Last month, Sauid Arabia announced that its new 
five-year plan will be double in value that of the 1 975-
1 980 plan . Riyadh chose to announce the plan during 
French President Giscard d' Estaing's historic tour of 
the Persian Gulf region.  As Business Week pointed out 
last week, the United States is will get few of the new 
Saudi contracts . France, West Germany, South Korea 
and Japan will take the lion's share. 

Linked to the Saudis' brute force development drive, 
is their policy that its massive wealth of petrodollars will 
no longer be recycled through western banks in direct 
deposits, but recycled back to the west through develop
ment project contracts . 

Saudi Arabia's recent monetary agreements with Ja
pan ,and West Germany are exemplary . Last month, 
Saudi Arabia announced that it would directly lend West 
Germany 5 billion deutschemarks in return for Bonn 
government promissory notes. The agreement was 
reached simultaneously with a new Saudi-West German 
state-to-state agreement for oil shipments. Over the last 
1 8  months, West Germany has been picking up an 
increasing number of large Saudi construction projects. 

Shortly after the Saudi-West German loan agree
ment, Japan won approval from the Saudi royal family 
to accept yen-denominated bonds using the Bank of 
Japan as the agent .  According to the Financial Times of 
London April 5,  the purchases have been going on for 
some months. The Japanese are hopeful that other OPEC 
surplus countries will follow Saudi Arabia's lead and that 
this will help to strengthen the flagging yen . 

Timed with the public revelations about the yen bond 
purchases, Saudi Arabia and Japan signed their largest
ever construction deal for a $2 billion j oint petrochemical 
project in the Jubail industrial city which is now under 
construction.  Part of the deal , which has been under 
negotiation for 1 0  years, includes the Saudi offer of direct 
oil sales of 200,000 barrels a day of crude to Japan . 
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Oil for development 
These new agreements between Saudi Arabia and 

Japan and Germany follow demands put forward in 
Davos, Switzerland by Saudi Oil Minister Zaki Yam ani 
at an international trade conference earlier this year.  
Yam ani stated that his country was looking for paper 
investments in the industrialized nations which would 
yield a better return . He demanded a greater investment 
from the advanced nations in Saudi development as 
another precondition for future guaranteed oil supplies . 

The Saudis are now awarding direct oil sales agree
ments, bypassing the multinational oil  companies of the 
Arabian American Oil Company (Aramco), based on a 
formula that for every million dollars of investment in 
Saudi development a 1 ,000 barrels a day of oil will be 
sold directly to the investor nation . 

Included in the Saudi development projection for the 
next five years is a heavy emphasis on the construction of 
downstream crude oil processing capacity . Royal Dutch 
Shell and Mobil have both won sizable contracts for such 
projects and have in return received oil contracts through 
the Saudi state-owned oil company Petromin. Saudi 
Arabia's neighbors, Iraq and Kuwait, are also placing an 
emphasis on building crude oil processing installations. 

The invariant in many of the new development con
tracts being signed by the Gulf surplus countries is 
technology for oil .  In both categories the U.S .  is losing 
out. The Wall Street Journal on April 8 reports that the 
four U.S .  partners of Aramco (Socal, Texaco, Exxon and 
Mobil) are concerned that the volume of oil they move 
on world oil markets will further shrink . These compa
nies see the Saudi plan to use the oil incentive to get 
foreign participation in joint venture development proj
ects as  threatening their own supplies . Saudi oil is partic
ularly valued given its lower than other OPEC producer 
prices. 

Americas competitors 
in the Gulf market 
Behind the aggressive moves by Europe, Japan and 
South Korea to gain a greater share of the contracts in the 
developing sector is their commitment to a transfer of 
technology as the means to expand the world economy 
and reverse the current economic crisis . 

And unlike in the United States where the govern
ment has become the greatest impediment to increasing 
the nation's market share in foreign construction, Amer
ica's competitors enjoy an alliance between the public 
and the private sectors. In  a statement published in the 
International Construction Newsletter in December 1 979,  
Congressman Guy Vander Jagt (R-Mich.)  warned that 
"the U.S .  role in the world economy is very weak at this 
point  and the future prospects are quite grim unless our 
government makes a drastic change in the attitude to
ward trade . . .  We need to develop a partnership between 
private export industries and the government to expand 
export-along the lines of what is being done in Japan ."  

This "partnership" outlook led to the creation of the 
U.S .  Export-Import Bank in 1 945.  Japan' s  economic 
miracle has been based on such a policy, and has made 
Japan one of the leading market forces abro ad, notably 
in the Middle East. Trade statistics for 1 979 indicate 
Japan nearly overtook the U . S .  in total exports to Saudi 
Arabia. 

Before the Iranian revolution last year, Germany and 

A sample of West Germany's Middle East projects, 1979 West German construction 
projects in major 

The company The country The project 

Co. Holzmann . . . . . . . . .  Saudi Arabia . . . . .  Tabruk town development 
Co. Holzmann . . . . . . . . .  Saudi Arabia . . . . .  Damman harbor 
Co. Holzmann . . . . . . . . .  Algeria . . . . . . . . . .  Arzew lubricant refinery 
Co. Holzmann . . . . . . . . .  Libya . . . . . . . . . . .  Abu Kammash 

chemical plant 
Hochtief . . . . . . . . . . . . . .  Saudi Arabia . . . . .  Jeddah airport 
Hochtief . . . . . . . . . . . . . .  Saudi Arabia . . . . .  Jubail harbor 
Dywidag . . . . . . . . . . . . . .  Saudi Arabia . . . . .  Riyadh television center 
Dywidag .  . . . . . . . . . . . . .  Algeria . . . . . . . . . .  AI Itissam dam 
Kraftwerke Union . . . . . .  Saudi Arabia . . . . .  Desalinization plant 

in AI Khobar 
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Middle East markets 
(in millions of dollars) 

U.A.E . . . . . . . . . . .  . 
Saudi Arabia . . . . .  . 

1977 1978 

50.5 
501 .8 

421 .9 
900.9 

Iran . . . . . . . . . . . . . .  520.0 4,082. 1 ·  
Algeria . . . . . . . . . . . 292.7 57.8 
Libya . . . . . . . . . . . . .  1 ,237 .8  365 .2 
• The 1978 figure for West German construction 
in Iran includes the value of two nuclear plants. 
These contracts were scrapped following the 
Islamic revolution in Iran. 
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Japan had overtaken the U.S .  in total trade, a large 
percentage of which was in construction. According to 
the Engineering News Record of Nov. 29, 1 979, the U . S .  
exports market share i n  Japan, Italy, the Netherlands, 
and several Latin American countries, has dropped since 
1 977 . 

Another edge which Japan, South Korea and West 
Germany hold over the United States is their ability to 
offer their services in turnkey projects, supplying the 
steel, cement and other materials. A Wisconsin-based 
construction executive recently bemoaned the fact that 
even U.S .  domestic construction uses more and more 
Japanese cement and steel.  According to Kaiser Engi
neers of Oakland, California, 64 percent of the cement 
plants under construction domestically now use Japanese 
technology ! 

Crucial to the success of the European and the Asian 
competitors of the United States in the Mideast are the 
generous financing programs.  A South Korean commer
cial attache noted his country's  policy of government 
support for private sector banking loans for export . "My 
government is very export oriented. Our export-import 
bank is deeply involved in backing the supply of raw 
materials for our overseas projects such as steel and 
cement, as well as shipping . This cheapens our costs and 
enables us to underbid other competitors ."  

The rapid increase of German construction in Saudi 
Arabia over the last 1 8  months is a reflection of the 
Franco-German alliance to integrate oil producers hold
ing surplus petrodollars into the EMS through expanded 
transfer of technology agreements . Since Germany be
gan its strong export policy in the late 1 9th century, it 
has relied on a firm alliance between Germany's com
mercial banks and exporting firms. The banks, which 
include the Dresdner Bank, the Deutsche Bank, and the 
Commerzbank, are committed to providing credits to 
Germany's exporters either directly or through the AKA 
Ausfuhrkredit Gesellschaft (mbH) (which is two
thirds owned by the Deutsche Bank, Dresdner and 
Commerzbank).  

In the mid- 1 970s, the Dresdner Bank was responsible 
for setting up an elaborate triangular trade arrangement 
between West Germany, the U . S . S . R .  and Iran involving 
the export of Iranian natural gas. This was worked out 
by then Finance Minister Hans Friederichs in coopera
tion with the late Dresdner Bank President Jiirgen Ponto . 
Not long after the deal was finalized, Ponto was assassi
nated by West German terrorists. A year later the Shah 
of Iran fell .  

Today in Saudi Arabia a similar pattern of new trade 
relations is developing with West Germany and Japan 
that had developed with Iran . In this connection it is not 
coincidental that the Soviet press recently pointed to the 
United States as being involved in destabil ization opera
tions against the ruling Saudi regime. 
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The Eximbank: just 
a 'candy store'? 
The Export-Import Bank i s  expected to deplete its gov
ernment appropriated funds by June of this year .  If the 
White House and Congress do not resolve differences 
over how m uch funds to appropriate for fiscal year 1 98 1 ,  
the bank for the first time in its history, will close its 
doors. 

A Senate Banking Committee source thinks the like
lihood of a resolution before the June date is remote. 
Because of an "indifferent attitude primarily from the 
White House, the bank will soon be turned into a candy 
store." Already the bank has begun cutting back on 
loans, most seriously affecting U . S .  aircraft corpora
tions, "Our foreign competitors ," Senate sources ob
served, "are doing very well thanks to the decline of 
Exim lending." 

Through the Foreign Assistance Act of  1980, the 
bank has a lending ceiling of $3 .75  billion .  Last year, the 
White House assured the bank that it would push to 
increase its ceiling to about $5 .8  bill ion.  So the bank 
began to escalate its rate of lending. Then along came 
Federal Reserve Chairman Volcker' s tight credit policy 
in October 1 979.  Senator M uskie of the Budget Commit
tee soon announced that there would be no increase in 
the ceiling. But by that time the bank had more rapidly 
depleted its funds than it would have had the White 
House pledge not been made. Today, the bank has about 
$600 million remaining in revenues for lending. 

Even before the crunch, the Eximbank was becoming 
overextended for lack of funds to meet growing demand. 
Fiscal year 1 980-8 1 demand for Exim credit exceeds 
available lending capacity by about $7 to $8 billion . The 
bank has adopted a policy of smaller loans at higher 
interest rates . 

At present, the bank has extended more preliminary 
commitments to exporters for credit over the next 24 
months than ever before . Exim sources say that the bank 
has pledged credits to exporters worth over $ 1 8  billion 
over this period. A preliminary commitment does not 
mean that the exporter will necessarily collect the loan. 
The commitment is used by companies to bid for foreign 
projects . However, assuming that the government re
solves its differences over the lending ceiling for the bank 
before June, sources say it is probable that the bank will 

not receive an increase in its ceiling given the balanced 
budget mood in Washington . Exporters with preliminary 
commitments will be left emptyhanded . 
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Campaign 1980 by Kathleen Murphy 

Anderson and Brown : 
T he candidates of 
Aquarius 

In an editorial April 9, the 
Washington Post labelled John B .  
Anderson "The Jerry Brown of 
1 980." In so doing, the Post ad
mitted this year' s presidential cam
paign has been used largely to push 
the policies described in the recently 
released book, "The Aquarian Con
spiracy" -the creation of a "new 
age" in which scientific progress is 
replaced by mystical kookery. 

B rown ' s  recently  deceased 
presidential bid is now to be re
directed into efforts to "turn Cal
ifornia into something of a labo
ratory for his futurist ideas with an 
eye to seeking the Presidency again 
four years hence," tile New York 
Times reported Apr. 6 .  

In his presidential bid, Brown 
has noted, he has been "building 
a very strong foundation" for 
"quietly taking those ideas that 
when I started were on the margin 
of public consciousness and mov
ing them to the center of public 
attention." Among these are solar 
energy, small hydroelectric instal-
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lations, and "better labor-manage
ment cooperation in the interest of 
productivity ."  

"All  of these things are ideas 
that I have preached and now I 
have come home to practice them 
in California," Brown announced . 

According to the Times, Brown 
will "continue to be helped by 
some members of a group . . .  called 
Novus," which is an abbreviated 
name for the Latin translation of 
"new order of the ages ."  Novus 
works with the New York-based 
Institute for a New Age, a com
mand-center for the "Aquarian 
Conspiracy" networks . 

The Times' Tom Wicker on 
Apr. 6, freely speculated on the 
interrelation of John Anderson to 
this kookery. In a piece called 
"Looking Into the Future," Wick
er praised Anderson, calling upon 
him to defer in his third-party con
siderations to the Citizens Party . 
Wicker praised the Citizens Party 
as a "serious, well-organized effort 
dedicated to the sort of progressive 
'new politics' Mr. Anderson him
self espouses . . . .  The environmen
talist scientist Mr. Commoner (the 
Citizens Party candidate for Pres
ident-ed.) has shown himself in 
numerous forums to be an articu
late advocate of some innovative 
approaches to . . .  energy, the econ
omy, and declining productivity ." 

Reagan : out of the closet 
behind Henry Reuss? 

According to a top economic 
policy adviser to Ronald Reagan, 
"we will defer an economic policy 
speech for some time. Why bother 
to rush it?" The adviser j ustified 
this on the basis of Reagan having 
the election "sewn up" because of 
Jimmy Carter's bungling. But EIR 
learned from a Washington insider 
this week another explanation: Re
agan is a strong backer of the 

corporatist (Le . ,  fascist) economic 
restructuring proposals of Wiscon
sin Congressman Henry Reuss and 
does not want his conservative 
base to know this. 

"Governor Reagan is secretly 
behind Reuss's document, 'Eco
n o m i c  Restructuring fo r the 
1 9 80s,' which the Congressman 
advanced last month. But the Re
agan campaign can't  come out for 
that type of left-wing economics 
[sic] openly. We j ust couldn't af
ford it politically," said the aide. 
" Reuss says he wants to restruc
ture the entire U . S .  economy to 
increase industrial production." 

In Reuss's restructuring policy, 
all the "unprofitable" industry
auto, steel, etc .-should scrap their 
productive assets except those se
lected defense production, for ex
ample. Those left, said a Reuss 
a i d e ,  s h o u l d  b e ,  " r estructured 
around labor-industry-government 
boards (Le . ,  "corporatism" as de
veloped by Mussolini's dictator
ship-ed.) which, through a new 
Department of Trade and Indus
try, would run the whole econo
my." 

From the standpoint of top
level ideological controllers within 
the Reagan camp, the Reagan can
didacy is intended to implement the 
Reuss plan through a "cult of 
America" which would come on 
the crest of a "sweep of fundamen
talist religious fervor ." 

One such advisor waxed enthu
siastic in an interview April 9 in 
which he echoed the recent Lon
don Economist cover story that 
"America is being swept by Fun
damentalist revivals ." " Reagan is 
the man who will sweep to power 
on the crest of religious fervor," 
he stated. "Who will be critical of 
politics and appeal to religious val
ues. Only this can prepare the 
American population for the crises 
of the 1 980s and for confronting 
the Soviet Union ."  
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Congressional Calendar by B�bara Dreyfuss and Susan Kokinda 

R ecrim amendment 
introduced to 
criminal code reform 

Under enormous pressure from 
const i t uen cy g r o u p s ,  S e n a t o r  
Charles Mathias (R-Md.)  h a s  in
troduced an amendment to S . I 722, 
the Criminal Code Reform Act, 
which would strike out the contro
versial section of the bill which re
duces the penalties for m arij uana 
possession to the point of de facto 
decriminalization of the drug.  Ma
thias, whose reelection in 1 980 may · 
depend in part on the quality of the 
fight he wages on this issue, intro
duced the amendment with eight 
other co-sponsors-Senators Can
non (D-Ne.), Dole (R-Ka.),  Gold
water (R-Az.), Nunn (D-Ga.),  Lax
alt (D-Ne.), Schmitt (R-N . M .) ,  
Armstrong (R-Co .), Hafli Heflin 
(D-Al .) and Humphrey (R-N . H .) .  

T h e  Criminal C o d e  Reform 
Act, authored by Senator Edward 
Kennedy (D- M a . )  contains the 
controversial decriminalizing posi
tion by virtue of the fact that the 
conservative Republicans on the 
Judiciary Committee accepted the 
provision in exchange for tougher 
provisions relating to other mat
ters. Mathias, who was bombarded 
by protests from powerful local 
anti-drug groups, then held hear
ings in January on the medical ef
fects of marij uana use . After re
viewing the hearings' results, M a
thias has decided to make a floor 
fight over the issue. The Criminal 
Code Reform Act has been cleared 
for floor action for some time now 
and primarily awaits Senator Ken
nedy's ability to devote enough 
time outside of his presidential bid 
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to floor manage the bill. On the 
House side, the bill is still in com
mittee. 

In a related development, the 
Senate Rules Committee will hold 
a hearing April 23  on a resolution 
i n trod uced by Senator Dennis  
DeConcini (D-Az.) on the creation 
of a select committee on narcotics. 
DeConcini,  who was a prosecutor 
in Arizona before his election to 
the Senate, has very interesting 
credentials . He has not opposed 
marijuana decriminalization in the 
past and is not a co-sponsor of 
M at h i a s ' s a m e n d m e n t .  C a p i t o l  
Hill observers note that DeConcini 
could be trying to set up an insti
tution by which to further "Abs
cam" or McClellan-type publicity
ridden hearings rather than a se
rious investigation into Dope, Inc. 
The observers added that D e
Concini is not likely to get far with 
his resolution, since Senator Sam 
Nunn (D-Ga.) seems to have cor
nered the market on Abscam and 
Brilab investigations with his Per
manent Subcommittee on Investi
gations and is prepared to oppose 
the resolution.  

B randt Commission policies 
pushed in Senate 

With arguments that should 
sound a little like "give the patient 
a pound of arsenic to counteract the 
stomach ache that an ounce of ar
senic gave him ," two Senate com
mittees are listening to proposals to 
increase the power and scope of the 
International Monetary Fund as a 
palliative for the economic disloca-

tions which I M F  "conditionalities" 
have caused . 

Rep . James Cavanaugh (D
Nb.)  testified before the Senate 
F oreign R e l at i o n s  C o m m ittee 
M arch 17 on the issue of increasing 
the U .S .  quota to the I M F, and 
echoed many of the proposals of 
the Brandt Commission . Cavan
augh called for a new facility to be 
established which would merge the 
develop m en t fun c t i o n s  of the 
World Bank and the current ac
counts fi nancing activities of the 
I M F .  Cavanaugh said "These two 
functions now clearly m ust be 
pulled together within a single in
stitution, adequately financed. I 
think that the new institution must 
establish a new quota system , a 
quota system that would maintain 
the I M F  quota financing at a per
manent basis of probably not less 
than 1 0  percent of the annual world 
imports ." 

C a v a n a u g h ' s rat i o n a l e  fo r 
wanting to augment the institution ,  
which he  charged with causing se
vere economic difficulties in na
tions which must submit to I M F  
austerity conditions in order to re
ceive loans, was that "inadequate 
financing has meant that the IMF 
cannot go to  deficit nations early 
enough, with adequate enough fi
nancing, to establish long-term re
structuring' programs because it 
does not have the resources . So, it 
comes in late with emergency and 
excessively austere conditionality 
which, rather than alleviating the 
problem, aggravate it. . .  " 

A source close to Cavanaugh 
admitted that he owed much in his 
way of thinking to the Brandt Com
m i ss i o n  a n d  has arranged for 
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Washington Post editor Katherine 
Graham and financier Peter Peter
son, both members of the Brandt 
Commission, to testify at hearings 
early this year on the I M F .  

While n o t  echoing Cavanaugh's 
call for restructuring of the I M F ,  
Treasury Undersecretary C .  Fred 
Bergsten used the same argument 
to j ustify increasing the U . S .  quota 
to the I M F  in testimony before the 
Senate Subcommittee of Interna
tional Finance March 3 1 .  

Senators demand lower 
interest rates 

U nder trem e n d o u s  pressure 
from constiuents who are feeling 
the impact of the Federal Reserve's  
policy of tight credit and high inter
est rates, two Senators have spon
sored a resolution demanding that 
interest rates be immediately low
ered . On March 26, senators War
ren Magnusen (D-Wa.) and Jim 
Sasser (D-Te.) introduced Senate 
Resolution S . 392, which calls on 
the Federal Reserve to "immediate
ly take steps to reduce interest 
rates." The resol ution was signed 
by ten other senators including: 
Levin (D-Mi.) ,  Bayh (D-In .) ,  Hart 
(D-Co.),  Church (D-Id.) ,  Heflin 
(D-Al.) ,  Boren (D-Ok .) Ford (D
Ke.), Melchoir (D-Mt.) and Bump
ers (D-Ar . ) .  

In introducing the resolution 
Senator Magn usen warned that 
"The Federal Reserve' s high inter
est rates are not reducing inflation .  
On the contrary, as  interest rates 
have soared in recent weeks, so has 
inflation . At the same time it will 
bring on recession and higher un-
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employment.  Once that occurs we 
will be confronted severe federal 
budget deficits as revenues decline 
and spending increases for unem
p l o y m e n t  c o m p e n s a t io n ,  foo d  
stamps and s o  forth . Furthermore, 
consider the longer run effect of 
high interest rates on our energy 
and productivity problems . . .  and 
how wi l l  b u s i n e s s ,  part icular ly  
small business, be  able to afford to 
borrow funds to invest in the new 
equipment,  technology and re
search they will need if productivity 
is to be increased?" 

The resol ution itself calls for the 
lower interest rates because higher 
interest rates have "raised the con
sumer price index . .  .increased infla
tion by increasing prices . . .  and 
threaten to cause a substantial de
c l i n e  i n  h o u· s i n g  
construction . . .  which will leand to 
severe unemployment." However 
the resolution also states that the 
Federal Reserve should use its se
lective credit controls to restrain 
credit if it thinks it necessary. 

The resolution is expected to be 
acted on shortly after the Easter 
recess. 

R iegle introduces 
unemployment bill 

Senator  D o n a l d  Riegle  ( D 
Mich .) on April 2 introduced legis
lation S. 25 1 8  to extend the unem
ployment benefits an additional 1 3  
weeks . Under current law unem
p l o y m e n t  i n s u ra n c e  covers 2 6  
weeks, which can b e  augmented by 
an additional 1 3  weeks of extra ben
efits . The funds are administered by 
the states and reimbursed by the 

federal government, with rates of 
payment set by the states . In 1 974 
an emergency unemployment act 
was passed which extended unem
ployment benefits an additional 1 3  
weeks i n  states where the number of 
unemployed exceeded 5 percent. 
The Carter administration allowed 
this act to lapse in 1 978 .  

Riegle and the co-sponsor of 
the bill,  Senator Levin (D-Mi .) are 
now proposing to add the addition
al 13 weeks once again.  citing a 
growing "unemployment crisis ." 
According to figures that Riegle 
released this week, at least ten states 
would be currently eligible for the 
exten ded s up p l e m e n tal  b e n e fits  
program , because of their high un
employment rates . 

In M ichigan 358,000 workers 
are now receiving unemployment 
insurance, and 1 5 ,000 are thrown 
off the unemployment rolls each 
month as their 39 weeks of unem
ployment insurance expire. 

According to Congressional 
sources, the main opponent of  the 
extension is Federal Reserve chair
man Paul Volcker, who has indicat
ed that he wants people to suffer 
"pain" in the fight against infla
tion . The White House has not yet 
commented on the Riegle proposal, 
but Congressional sou rces report 
that Carter refused a proposal that 
the administration actually sponsor 
a similar bill. 

The legislation is expected to 
quickly get the backing of organ
ized labor and minority groups. It 
is before the Senate Labor Commit
tee, headed by New Jersey Demo
crat Harrison Williams and action 
will be taken on it following the 
Easter recess. 
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Pennsylvania legislature 
passes anti-Volcker 
resolution 
The Pennsylvania House of Represen- . 
tatives April 8 passed a special resolu
tion 1 35-38, calling for "re-evaluation" 
of Federal Reserve high-interest rate 
policies . The action passed despite an 
intense opposition effort mounted by 
Republican Governor  Dick  Thorn
burgh-an austerity advocate-and cer
tain collaborators in the Pennsylvania 
Democratic Party, including former 
Speaker of the House Leroy Irvis (D
Allegheny) . The passing vote today was 
a repeat floor vote, after the House 
leadership declared an earlier ballot of 
1 70-3 unreliable because the electronic 
tabulation machinery allegedly "mal
functioned. " 

The Bill-H .R.  1 54-was introduced 
on November 14 ,  1 979 by Representa
tive Joseph Zeller (D- Lehigh), who is 
a long-time member of the International 
Brotherhood of Electrical Workers. 
Zeller helped form a national blue-rib
bon c o m m i ss i o n  to in vestigate l a st 
year's Three Mile Island incident, and 
published definitive scientific data show
ing sabotage was committed to smear 
nuclear power. 

The original version of the Zeller bill 
cited Paul Volcker by name, and ques
tioned the sense of the high-interest Fed
eral Reserve policies, introduced last 
October to deliberately promote nation
al economic contraction. When assigned 
to the Federal-State Relations Commit
tee, the bill was watered down, and 
Volcker's name removed by a faction of 
austerity advocates led by Committee 
Chairman Jeff Piccola (R-Dauphin) . 
Piccola then maneuvered to try to bury 
the measure in his committee. In March, 
however, Zeller countermaneuvered to 
release the bill through use of a special 
"discharge" rule. 

When the bill hit the House noor for 
a vote April 8, the fireworks were out in 
the open . After the bill first passed, and 
Thornburgh managed to have the vote 
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nullified through the "mechanical fail
ure" of the tabulation, Thornburgh's 
cohort in the Democratic Party Leroy 
Irvis addressed the House calling for all 
Democrats to vote against the resolution 
and support Carter and his policies. 
Zeller then challenged Irvis, a black 
leader from Pittsburgh, and for years 
part of the state' s black caucus, to re
spond to Paul Volcker's contention that 
Americans had to "lower their living 
standards ."  Zeller' s resolution, though 
watered down, passed again.  

Is your Congressman 
being brainwashed? 
For over three years, more than 1 50 
Representatives and Senators have been 
quietly convinced to believe that the era 
of progress is over . •  Who's doing the 
convincing? Futurologist science fiction 
writers a n d  ant i -sc ience academics  
brought together by the Congressional 
Cleari n g h o u se fo r the Future .  The 
Clearinghouse, set up with congression
al funds almost 4 years ago, is run by 
the Club of Rome, the antiprogress or
ganization which authored the Limits to 
Growth project. The director of the 
Clearinghouse, Ann Cheatham, is a 
member of the Club of Rome as are a 
number of the advisors to the Clearing
house. The group sponsors meetings for 
Congressmen and publishes a number 
of newsletters on "the future . "  

This is the "science fiction wing of 
Congress," declared one of the congres
sional members of the Clearinghouse . 
Indeed, the Clearinghouse has spon
sored dinners and seminars featuring the 
major science fiction writers such as 
Isaac Asimov and Ray Bradbury . Since 
January, the group has heard from Al
vin Toffler, author of Future Shock , a 
stinging indictment of progress, and 
Barbara Tuchman, author of Distant 
Mirror, an account of the black plague 
and the dark ages that followed . On 
April 1 6, Citibank President Walter 
Wriston will detail for these congress
men the " Future of American Banking" 
in the current crisis. 

At one of their more memorable 
meetings , the Congressmen were asked 
to "harpuscate with science fiction" by 
George Chatham , a space research pol
icy specialist. The word "harpuscate" 
derives from the name for ancient Ro
man sages who predicted the future by 
looking at the entrailes of sacrificial 
animals. 

As to the effect such meetings are 
having on U . S .  Congressmen, Repre
sentative Charles Rose, founder of the 
group, declared: "It is impossible to 
measure what has happened to the more 
than 1 25 members of the House and 
Senate who have attended these monthly 
dinners, but surely we are not the same 
as we were before we heard them ." 

Entropy advocates 
conspire at Glassboro 
On April 8, a conference was held at 
Glassboro State College in New Jersey 
to discuss " Entropy as the New Eco
n o m i c  Paradigm . "  The  c o n ference,  
which was dominated by environmen
talists from the Institute for Policy Stud
ies front called the Peoples Business 
Commission (PBq, attempted to assert 
the physical law of "entropy," that all 
organized and concentrated forms of 
energy tend to disperse, as a proof that 
all resources are inevitably running out, 
and that we must therefore cut con
sumption and popUlation,  and deindus
trialize and disperse human society . 

According to one Peoples Business 
Commission source; " Entropy is the 
only way to go . A lot of people haven't 
gotten the word yet, but they soon will .  
Entropy will soon become the umbrella 
concept for the whole environmentalist 
movement. A lot of things will happen 
to bring this about. The Club of Rome 
is doing a lot of work on it. . . .  For 
example, from the entropy standpoint, 
New York- City doesn't make any sense, 
it's too big. That's why the transit strike 
is so interesting. People see they can get 
along with less, that they can cope with
out transportation . The transit strike 
could be seen as the first step in the 
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process of realizing that New York no 
longer makes any sense." 

Speakers at the Glassboro confer
ence (which is the first in a national 
series organized by PBS) included well 
known economist Kenneth Boulding, 
Dr. Nicolas Georgescu-Roegen of the 
Club of Rome, and Jeremy Rifkin of 
IPS and PBS. In attendance were rep
resentatives of the management of Edi
son Electric, South Jersey Gas, N.J. 
State and County officials. 

A number of the key conference par
ticipants were reached for comment. Ben 
Hitchner, con ference organizer and 
Glassboro professor, said, " I t  has now 
been recognized that entropy is one of 
the two basic principles of economics, 
alongside that of scarcity. Factors of 
disorder must be incorporated into all 
economic decisions . . . .  Entropic factors 
must be priced into the market system; 
thus current users of coal should be 
made to pay for the negative impact of 
the greenhouse effect upon the atmos
phere." 

The Club of Rome's Georgescu
Roegen was even more explicit about 
the anti-rational cult-like nature of the 
entropists. Georgescu, who is a personal 
friend of Milton Friedman, said that 
what was needed was "a new religion. 
I have written two new Commandments 
to add to those of Moses. The first is to 
honor thy species as thyself. The second 
is to love thy future neighbor . . . .  I have 
also written a Fourth Law of Thermo
dynamics, soon to be published in Phys
ics Today. It states that all matter tends 
to disintegrate and disperse, just as en
ergy does." 

He became nearly hysterical when 
asked if he thought it possible for man 
to create new energy sources. "The only 
way it is even permissible to think about 
that is in the way described by the great 
French Catholic priest and paleontolo
gist Teilhard De Chardin. He under
stood that through the tangential energy 
of the spirit, the World Soul had no 
limit, but he certainly understood that 
the energy of the universe is finite. His 
New Jerusalem was no material one, but 
a spiritual one." 

Georgescu-like Chardin's Jesuits-
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advocates putting all the world's re
sources under UN control ("Worldiza
tion") to enforce zero growth. 

FEMA ran 
New York 
transit shutdown 
"Emergency" crisis management and fi
nancing from the Federal Emergency 
Management Agency has been system
atically deployed over the last year and 
a half to provide New York's Mayor 
Koch with the capability to close the 
nation's largest urban transportation 
system, shutdown by a transit workers's 
strike until April 12. 

FEMA provided $750,000 to fully 
staff and upgrade the city's Office of 
Civil Preparedness (OCP). Along with 
the Mayor's operations center, the OCP 
constitutes Koch's emergency coordi
nating council, which was bunkered un
der tight security conditions on the 14th 
floor of New York City's police head
quarters. From this bunker Koch made 
Goebbels-Iike appeals to the population 
to remain cheerful in the face of the 
pain, suffering and cost of the strike, 
and occasionally made well-publicized 
forays over to the Brooklyn Bridge to 
be filmed chatting with what one police 
officer termed "the flakes" who came 
b ik ing ,  jogging and rol ler-skating 
across into Manhattan's business district 
every day. 

According to FEMA regional offi
cials, Mayor Koch's OCP chief, Lt. Ho
gan, "has done an excellent job over 
there; it should be a model. He's gone 
way beyond what FEMA has provided 
for him." Lt. Hogan, whose salary is 
covered 50 percent by FEMA, was on 
the scene during the recent Chicago 
firefighters' strike, and prepared plans 
for dealing with fire, police and sanita
tion strikes there this summer. 

A consultant to the National Funeral 
Directors Association has been hired to 
study means to acclimatize "survivors" 
to the casualties and mortalities that can 
be expected from future FEMA "emer
gencies." 

Briefly 

• MAJOR GENERAL George 
Keegan, a top adviser on Middle 
East policy to Ronald Reagan, 
will keynote a fundraising dinner 
for the Tehiya (Hebrew for Ren
aissance) Party of Israeli nuc1ear
bomb architect Yuval Neeman. 
This event, scheduled for April 22 
in New York, indicates momen
tum within the Reagan camp in 
the direction of the most unyield
ing and unstable elements within 
the Israeli military-intelligence es
tablishment. Neeman, it should be 
noted, though called "the father 
of Israel's atomic bomb," is not 
a scientist, although he holds the 
relevant degrees. With the help of 
fig ures l ike  Air  Force intel l i 
gence's Keegan, Neman was a 
leading figure in those Israel in
telligence circles that smuggled 
the materials and the "secrets" 
required for atom bomb produc
tion to Israel. As a "scientist," in 
fact, Yuval Neeman's principal 
recent activity has been as a pro
moter of "psychic research" or 
"parapsychology" of the mystical 
anti-scientific "extrasensory per
ception" varieties in the United 
States and Europe. 

• JAMES CAVANAUGH (0-
Nb.) called for "the establishment 
of a new structure which could 
coordinate, first of all, current ac
count and adjustment financing 
which the International Monetary 
Fund now has, with the develop
mental lending goals of the World 
Bank," during House Banking 
Committee hearings on a bill that 
would expand the U.S. quota of 
payments to the IMF. Cavan
augh's proposal reflects the think
ing of the Trilateral Commission, 
which has proposed either a merg
er of the IMF and World Bank 
with enlarged capital, or an alto
gether new World Development 
Fund, as proposed by the so
called Brandt Commission, to 
take dictatorial control of Third 
World finances, and even those of 
the United States. 
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Facts Behind Terror by Jeffrey Steinberg 

Rebuilding the Black Liberation Army 

The prison system is becoming a hot recruiting ground for 
terrorist organizations like the Black Liberation A rmy of 
police murderers, now being ·rebuilt. 

K illing becomes the litmus test 
of sincerity . . .  Because of these as
sumptions the lumpen proletariat 
and the maximum security prison 
come to be defined as basic new 
recruitment areas for socialist re
volutionaries . 

So wrote Alvin Goldner of the 
Institute for Policy Studies and the 
Transnational Institute in 1 977.  
And that statement reveals what 
lies behind the recent pattern of 
prison breakouts and releases of 
former terrorists and police killers: 
there is a deliberate effort now 
ongoing to rebuild the terrorist 
Black Liberation Army. 

The BLA was a group of so
called black revolutionaries who 
became notorious in the early 
1 970s for the systematic murder of 
p o l i ce offi cers throughout  the 
country. After the arrest of Joanne 
Chesimard (aka Assata Shakur), 
along with several other leading 
members of the BLA in 1 974, it 
was believed that the BLA was 
destroyed. Now they are being re
born ; the battle cry is the creation 
of a "new black nation." 

The last known up front at
tempt to rebuild the BLA was in 
early April of 1 978 .  At that time, 
New York City police officers were 
involved in a shootout with two 
persons suspected of committing a 
robbery-Eric T h o m p s o n  a n d  
Mariano Gonzalez . Police discov
ered extensive dossiers on the BLA 
leadership in the trunk of Thomp
son's car and an arms cache in his 
apartment. 
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This effort began again with 
the Nov. 2, 1 979 prison breakout 
of Joanne Chesimard known as the 
"soul of the BLA." Chesimard 
herself has stressed that all black 
people in j ail were political pris
oners and has called for their re
lease. Beginning in January 1 980: 

*Three leading members of the 
terrorist Republic of New Africa 
(RNA) which is leading the fight 
for a "new black nation," were 
freed from federal penitentiaries in 
the So uth . T h e  three-fo r m er 
President of the RNA Imari Oba
dele, Addis Adabba, and Karim 
Nj abafundi-were imprisoned in 
1 972 on charges ranging from pos
session of stolen weapons to as
sault, federal conspiracy, and mur
der . 

* A series of prison breakouts 
began, including at Rikers Island 
city prison in New York City, 
Lewisburg Federal Penitentiary in 
Pen n s y l v a n i a  a n d  t h e  aborte d  
breakout a t  the Essex County Jail 
in Newark, N .J .  on M arch 25. 

The pattern of prison breaks 
follows the standard modus oper
andi of how such terrorist organi
zations are created, using hard
core criminals or fugitives indoc
trinated in "liberation" ideologies 
while in prison "rehabilitation," or 
"cultural" programs. 

In the most well-documented 
case, members of such terrorist or
g a n i z a t i o n s  as the  S y m b i o n ese 
Liberation Army (SLA) were re-

cruited from rehabilitation pro
grams on the West Coast. At the 
time, those programs were run al
most exclusively by members of 
the Revolutionary Union (now the 
Revolutionary Communist Party) 
a terrorist organization with a 
M aoist belief structure. It should 
be noted that H. Bruce Franklin, 
one of the founders of the RU, is 
now active in prison organizing 
and cultural studies at Rutgers 
University, j ust blocks away from 
the Essex County Prison .  

The pattern of convict recruits 
also appears in the trial of James 
Johnson and Lloyd Jones for at
tempted murder of a New York 
City police officer. When the two 
were found guilty by Judge Rob
erts they started screaming, calling 
the j udge a "capitalist hog" and 
Ku Klux Klan member. Johnson 
and Jones are being represented by 
Susan Tipograph, the lawyer for 
the Puerto Rican terrorist organi
zation F ALN . 

Prison organizing is also being 
supported by the Prairie Fire Or
ganizing Committee, the above
ground support apparatus for the 
Weather Underground. The winter 
1 9 8 0  i ssue o f  their  m agazine 
Breakthrough focuses on the neces
sity of freeing all black, Hispanic 
a n d  I nd i a n  p o l it ical  p r i s o n ers . 
Members of the Weather Under
ground were involved in an at
tempted prison breakout of two 
cult terrorists from the Well Spring 
Communion. 

For a continuous flow of dependable 
intelligence in the fields of terrorism, 
drugs and organized crime, subscribe 
to Investigative Leads available at $50 
for one year from Campaigner Publi
cations, Inc. ,  304 West 58 Street, New 
York, N.Y.  1 00 1 9  
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