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From the Editor 

On the eve of the 1980 presidential elections, Executive Intelligence 
Review calls on the nation to dump Carter and elect a Democratic 
Congress. We endorse the policy perspective of the National Demo
cratic Policy Committee and its advisory committee chairman, Lyn
don LaRouche. "I ask my fellow citizens to elect good Democrats to 
Congress and key state offices. I ask them also to demonstrate their 
concern for their children and their grandchildren's survival, by 
giving a stinging electoral rebuke to President Brezhnev's meddling 
in the U.S. elections," wrote LaRouche in a recent document demand
ing that honest Democrats move to decisively defeat Carter. 

What has Brezhnev to do with Carter's reelection? 
This week's special report gives you the story behind Carter's 

reelection maneuvers-it involves a rotten deal to sell out the United 
States' principal allies in the Middle East and continental Europe. We 
detail the numerous other deals made by Jimmy Carter to ensure his 
reelection-including holding the American population hostage to 
the mad Khomeini dictatorship, and other acts of outright treason. 

The moral corruption and incompetence, the degradation of the 
office of the President that James Earl Carter represents, is presented 
with the facts behind the President's drug policy, his dealings around 
Billygate, and his methods of intimidating all opposition through the 
Justice Department's Abscam/Brilab entrapment procedures. We also 
graphically demonstrate the deterioration of the economy since Carter 
took office. 

The report uncovers the Carter jMondale vote fraud apparatus, 
shows how they stole the election in 1976, and how they intend to have 
the dead cast their vote and the living, particularly in the urban areas 
of the key swing states, vote "early and often," to quote Mondale's 
1976 instructions. 

Finally, we document the importance of the congressional elec
tions with an analysis of the 12-year process of the destruction of our 
legislative branch of government. 
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Fed plays chicken game 
with world credit system 
by David Goldman 

The Federal Reserve and the Bank of England have 
secretly agreed to impose a tight-credit regime on the 
private international lending markets, according to 
background discussions with several Fed officials .  I n  
effect, they are playing chicken with Brazi l ,  which has 
stubbornly refused to cut its growth rate in  return for 
credits from the International Monetary Fund, and with 
the leading members of the European Monetary System, 
who have not accepted the ascendancy of the I M F  in 
world financial affairs . 

How drastic the consequences o f  th i s  monetary 
"flight forward" wil l  be for international  trade, invest
ment, and currency markets is not possible to say. H ow
ever, Federal Reserve officials admit candidly-if not for 
attribution-that their object is to "create a crisis which 
will  demonstrate the existence of risk" to leading market 
participants. At the last I M F  meeting, the American 
delegation fought for measures which would transform 
that organization into a world central bank with its own 
currency , the Special Drawing Right,  and authority to 
dictate domestic credit policy to its members .  The same 
objectives were restated at length by New York Federal 
Reserve Bank presi dent Anthony Solomon in  remarks 
before the National Foreign Trade Council on October 
2 1 .  

The Brazilian battle 
Despite the low-keyed role that the Europeans took 

at the I M F  meeting , the Europeans have had an entirely 
different response to the world monetary mess than the 
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British , Americans, and I M F  staff want. First of all, the 
French have provided substantial bilateral credits to 
Brazi l ,  improving the bargaining position of Brazilian 
Economics Minister Delfim Netto in his current nego
tiations with the private banks and the I M F. Brazil 
must rai se over $ 1 0  bi l l ion during the remainder of this 
year, and is living on short-term extensions of trade and 
other credits from the private banks, as EI R reported 
last week .  The Anglo-American monetary authorities 
have not merely insisted that Brazil must accept I M F  
conditional ity in return for I M F  credit and reschedul ing 
of government-to-government loans; they have also told 
Citibank and other big American lenders to Brazil that 
any loans to Brazil under the terms the Brazil ians are 
wil l ing to accept wi l l  make it difficult for Citibank to 
come to the Federal Reserve discount window when 
trouble arises in the future . 

Nonetheless, Netto told the press during a visit to 
Paris last week that Brazil would only accept loans 
under terms which left its ambitious investment pol icy 
intact ,  to the immense consternation of its major private 
bank ing  cred itors , the U . S .  State Department ,  the 
Treasury, and the Federal Reserve . 

What hangs on the Brazi l affair and similar individ
ual situations is  much more than the rate of  economic 
growth in those countries. I t  was obvious at the Inter
national M onetary Fund meeting that the projected $80 
bi l l ion payments deficit for the developing sector in 
1 98 1  presages a major crisis for the second half of next 
year. Denied funding by the rich petrodollar countries 
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and by the U.S. Congress. the IMF has neither the cash 

nor the political clout to manage such a crisis. The 

private lenders are extending short-term loans to hold 

the immediate situation together. at a rate which the 

central banks have warned them is not sustainable. 

Most of the big international financial meetings 

over the last two years have resembled a game of poker 

between the U.S. and Britain on one hand-the Inter

national Monetary Fund side-and the French and 

Germans on the other. Now that the game is close to 

being called. both sides are showing some of the cards 

they had in the hole. 

European Community initiative 
The most important action of the Europeans since 

the 1M F meeting was the expansion of a proposed 

European Community borrowing (to handle the pay

ments deficits of weaker European countries) from $3 

billion to $10 billion. At the European finance ministers 

meeting last week which decided on this step. Britain's 

Sir Geoffrey Howe proposed that lending of these funds 

be made "conditional" on domestic austerity programs. 

in imitation of the 1M F's lending policies. The proposal 

was refused. Most important. the loan will be denomi

nated in European Currency Units. or ECUs. a compos

ite European currency in which European Monetary 

System transactions are conducted. 

The big European loan will create a secondary 

market in ECUs. introducing their use for the first time 

to the private market in an important way. This is 
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groundwork for the use of the ECU as a real currency, 

in the event that the U.S. and British monetary author

ities come to grief in their chicken game with the big 

deficit countries. When New York Fed president An

thony Solomon called for immediate measures to make 

the 1M F's Special Drawing Right more acceptable to 

the private markets, Fed officials said, his motivation 

was preemptive. The Fed does not want the ECU to go 

over well on the private markets while the SDR remains 

in limbo. 

For obvious reasons, the big American banks are 

anxious to make the SDR succeed. Citibank this year 

began offering SDR-denominated Certificates of De

posit. without notable response. Various published re

ports over the past several weeks have emphasized that 

the major obstacle to the IMF borrowing on the private 

markets-one way in which the IMF hopes to raise 

money to cover next year's big deficits-is the unaccept

ability of the Special Drawing Right to private lenders. 

The card Europe has tipped by the aggressive ECU 

loan program is that the European Monetary System, 

now in its first phase, could move quickly into "Phase 

Two" if the U.S. authorities push their point to the edge 

of a major international crisis. 

Down to the wire 
Heedless. the Federal Reserve is prepared to do this. 

"We can manage if Brazil goes belly up," one official 

insisted. "We have discussed this with the central banks 

to the last detail. We know precisely how much Brazil 

owes to every commercial bank. Maybe the Federal 

Reserve and the central banks would have to make 

some bridge loans to the banks, but it could be isolated. 

Remember what Vo\cker did to Bunker Hunt [when he 

tried to corner the silver market in the first months of 

this year-D.G.] Did Bunker Hunt make money? 

Vo\cker made him pay for the whole thing! The Brazil

ians are going down to the wire. But they can't drive us 

off the cliff. They'll get hurt worse!" 

The Fed is already telling the major banks that the 
"spreads," i.e., the difference between the banks' own 

cost of funds and what their borrowers pay, on loans to 

Brazil should be not 1 1/2 percent but 4 percent. As 

noted, the Fed is warning that the discount window 

may be closed to violators. 

Last week, we asked whether the proponents of 

"shock therapy," such as the Group of 30, had thought 

through the ultimate consequences of their actions. The 

above report is an answer of sorts. The U.S. monetary 

authorities have neither the muscle nor the competence 

to manage the crisis they propose to bring about. If 

they persist, the Eurodollar market will undergo a 

shakeout that will make the Herstatt failure in 1 974 feel 

like a hiccup. 
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"This paper examines the consequence of pursuit of a 
sharply deflationary policy, with primary emphasis on 
the United States . The policy wi l l  be referred to as a 
shock or cold-turkey policy . . . .  The fear is that bank
ruptcies and large-scale unemployment, worse than any 
experienced in the postwar period,  would follow imple
mentation of a deflationary policy ."  

After citing this fear, Stanley Fischer, M assachusetts 
I nstitute of Technology economist and author of these 
lines, then dismisses it. Shock therapy will not trigger a 
chain reaction of bankruptcies within the U .  S .  economy, 
but rather merely cause some discomfort . Therefore, it  is 
permissible to apply this policy to the United States . 
Fischer, makes this same point repeatedly and obsessive
ly, in different formulations,  throughout his paper. 

Fischer' s thesis is not for private circulation ,  but 
appeared in a paper entitled, "The Economics of Defla
tion,"  which, along with three other papers on  the same 
subject, were the main documents at a three-day Group 
of 30 symposium on the subject of "shock therapy versus 
gradualism" in the realm of monetary affairs. Founded 
in 1 978 ,  the body is an unofficial adj unct to the Interna
tional Monetary Fund, whose previous chairman Johan
nes Witteveen, now chairs the Group . Other prominent 
members include the chairman of Royal Dutch Shell, 
Dirk de Bruyne; the chairman of the executive committee 
of Morgan Guaranty Trust, Dennis Weatherstone; a 
partner in Brown Brothers Harriman and longtime gov
ernment policymaker, Robert V. Roosa; Alexandre 
Lamfalussy of the Bank for International Settlement, 
and the former editor of the London monthly journal , 
The Banker, Robert Pringle, who is the Group's execu
tive director. 

The striking thing about the meeting is  the refusal of 
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most of the participants interviewed after the meeting to 
dissent from Fischer's assertion that a sharp contraction 
will not plunge the U.S .  economy into a depression, nor 
blow out the dollar, despite an overwhelming mass of 
evidence that it will  do just that. In short, the meeting 
can be viewed as a war cabinet meeting of monetarists 
mapping out a strategy to bring the experiment of Brit
ain's  Thatcher government to the U nited States. Most of 
the meeting's participants viewed the Thatcher experi
ment as "gradualism" and saw "shock therapy" as some
thing more extreme than the Thatcher model .  

Fischer's thesis 
Fischer made it c lear in a phone interview last week 

that he does not see shock therapy weakening the value 
of the dollar.  "The dollar will appreciate after shock 
therapy ,"  he said. " Even though interest rates would 
fal l ,  investors would find the idea reassuring that infla
tion will be eliminated in the United States, and we 
would see capital flight into the dollar.  In any event, if 
I 'm  wrong," he added, " there will  still be foreign capital 
coming i nto the U . S .  to take advantage of cheap 
American assets . "  

A transplanted Rhodesian,  Fischer privately asserts 
that " I ' m  sure glad the Thatcher experiment is  occur
ring in Britain and not here ."  Nonetheless, his public 
paper, "The Economics of Deflation ,"  provides a ra
tionale for concluding that there is not cause for concern 
when it is -applied here. The Fischer thesis displays a 
problem in thinking that is rampant not only in univers
ities-as Fischer and his paper suggest-but of a loss of 
wits within the Anglo-American policymaking estab
lishment. 

Consider for a moment how one would react, if in 
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predicting the OPEC price for oil next year someone 
simply produced a supply-demand curve for oil use and 
availabil ity . Well, this is what Fischer does for the U . S .  
economy. 

For example, Fischer argues that the housing mar
ket will not collapse. Fischer argues that interest rates 
will fall ,  making mortgate lending easier, and inflation 
will fall ,  making homes cheaper and easier to buy .  
Fischer posits a t  the same time an offsetting tendency 
for the value of housing assets to rise, thus preserving 
the net worth of the housing market. 

To compensate for any problems, Fischer notes that 
household debt has risen since World War II to a ratio 
of 30 percent of disposable income, making people less 
liquid during a monetary contraction- but household 
tangible assets, including $ 1 .  79 tri l l ion in housing stock 
and $0 .82 tri l l ion in consumer durables, are larger than 
the financial liabilities of households of $ 1 . 3 3  tri l l ion.  
The obvious implication is that families can sel l  off thei r 
homes and furniture, if need be, to pay off their debt . 

In  the corporate sphere, Fischer's all-purpose supply
demand formula is applied to produce the claim that 
although interest costs have skyrocketed as a percentage 
of pretax profits, from 4 percent in 1 948 to 35 percent in 
1 979, they are "manageable" under shock therapy.  

Yet, as both history and common sense show, a 
shock-therapy regime would decimate companies that 
have piled up short-term for debt rollover, inventory 
financing, and so forth; a blow-out in any key corporate 
sector, such as auto (see Domestic Credit) , will devastate 
the commercial paper market, along with several highly 
leveraged money center banks-beginning with some in 
New York . Industry does not conform to neat supply
dem and curves , but unravels at an accelerating pace, 
taking major banks and major chunks of the economy 
with it .  

Fi scher himself is intelligent enough to have doubts 
about his formula, doubts that sprinkle his  paper with 
inconsistencies . At one point, he reassures himself that 
"The worst potential effects of  a debt deflation have 
already been neutralized by deposit insurance. " In the 
next sentence, he blurts out. " Further adverse effects 
can be minimized by the Fed's  acting decisively as 
lender of last resort, as it did in the Penn Central and 
Franklin National cases , to prevent financial collapse."  
Further on, Fischer repeats: " In  the  event of  a col
lapse of the housing market, mortgage purchases by the 
federally sponsored agencies, and quick use of fiscal 
policy, would make it possible to limit the contraction
ary effects on aggregate demand and output ."  In  plain 
English: a massive federal government rescue opera
tion-and an open admission of the "free m arket" 
failure of his proposed policy. What he does not admit 
is that the pol icy is a oneway ticket to hyperinflation of 
the present Thatcher variety . 
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Domestic Credit by Richard Freeman 

Auto industry cooks its books 

The Big Three are trying risky gimmicks to hide their 
illiquidity from the public. 

The u.s. auto industry is cooking 
its books.  The public h as no sense 
how severe the l iquidity strain on 
the auto sector really i s ."  This scan
dal, reported by a source close to 
the Department of Transportation 
who weekly monitors the auto in
dustry's accounts, underlines the 
fact that the auto industry could 
blow sky high with the next cutoff 
of credit to the economy, and take 
with it not only the very large auto 
supply industry but 50 key M id
western cities, while engulfing the 
entire U . S .  economy in  a chain re
action of bankruptcies . 

"F irst," this source stated, 
"G M is  deferring pension fund 
pay-ins for a whole portion of its 
workers , who don 't have high sen
iority . "  GM justifies this move on 
the double grounds that some o f  its 
laid-off workers don't legal ly have 
to be covered by pension fund  pay
ins,  and that i n  the future the auto 
industry will have a " lower labor 
content ," that is ,  there will be far 
fewer workers to pay pensions for .  
G M has also changed its relation
ship to its auto dealers . "GM used 
to give its dealerships a 20-day 
grace period after the delivery of 
cars from the factory, but it has 
junked that policy and now de
mands immediate payment for the 
cars ."  By means of these gimmicks, 
GM will add to its cash flow $400 to 
$800 mil l ion .  This gimmick is not 
repeatable. 

Ford Motor Company is  pull
i ng the same sort of  thing to aid its 
cash flow . The financi al ly  battered 

8 Economics 

Chrysler Corporation had already 
tried it last year, and this year re
sorted to other short-term financial 
games. "Chrysler suppliers agreed 
to keep their prices low, without 
passing on the inflation increase ." 
This has saved Chrysler from a 5 to 
10 percent or  more increase in ex
penses . Further, Chrysler is three to 
four months in arrears on payments 
to its suppliers, and in  February 
owed them m ore than $ 1 00  mill ion 
for that month alone. 

Chrysler workers have also 
agreed to a $ 1 40 mil l ion income 
reduction this year.  B ut Chrysler 's  
financia l  problems have st i l l  per
sisted and this has not been suffi
cient. The Carter administration is 
findi ng ways to funnel money to 
cash-strapped Chrysler from many 
government agencies, including the 
Federal Home Administration,  
which ostensibly has nothing to do 
with auto . 

Contrary to the popular mis
representation of the problem , the 
auto industry did not " underesti
mate" the U . S .  car-buying public's 
demand for small cars . The auto 
industry began putting away funds 
in 1 974, by cutting dividends, for 
the investment in downsizing cars. 
But the 1 979 Iranian oil  squeeze 
was so large that the pace of the 
consumer move to small cars was 
faster than anticipated . The auto 
companies had already locked 
themselves into large non-deferra
ble expenses for downsizi ng, for ex
cessive pollution and safety stand
ards and the l ike, when on top of  the 

oil price shock, Federal Reserve 
Board chairman Paul Volcker sent 
i nterest rates into double digits in  
the  autumn of last year. 

The industry's cash flow started 
having problems as early as 1 978 ,  
and by the early part of this  year 
was in deep trouble . The auto in
dustry, the second largest in the 
U nited States , plays a pivotal role 
for many other industries . Auto 
consumes 20 to 25  percent of all 
U . S .  steel , 50 percent of the mal
leable iron,  33 percent of the zinc, 
13 percent of  the copper and 60 
percent of  the synthetic rubber. 
These industries and the large auto
parts supplier industry depend 
heavily on auto, as their bleak bal
ance sheets show for this year . 

Furthermore,  in the industrial 
M idwest, the auto industry is the 
income lifeline,  through tax pay
ments, of  the major urban centers . 
According to thi s source, "There 
are 50 cities in the Midwest , in the 
Flint-Detroit belt, in the Lorraine 
County, Ohio region and around 
St .  Louis that are in  need of going 
to the public m arket, but can' t ."  He 
added, "I mean cities l ike Ham
tramck and Fl int  in Michigan . The 
financing pressures on these cities 
are great . Aside from having to 
expense out their services, the big
gest cost is their debt rollover . The 
Treasury i s  scared st iff over the sit
uation, because if they had to han
dle it l ike New York City , there 
would have to be 50 Big MACs . "  

When the prime was only 1 1 . 5  
percent a month a n d  a half ago, 
Chrysler chairman Lee I acocca 
said, " I f  i nterest rates go higher, 
we're a dead fish in the water . "  
Despite the impressive sales for the 
new models for the first ten days of 
this October, Mr. I acocca was 
right. 
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Banking by Kathy Burdman 

Florida dereg part of billygate? 

Florida's governor is deregulating the banks-and making 

some money for Carter friends. 

The Florida administration of 
Gov. Robert Graham is imple
menting an extensive banking de
regulation program in  the state 
which is reorienting the state econ
omy away from the agriculture, 
transportation, construction,  and 
other productive industries toward 
"postindustrial" light manufactur
ing carried on in free trade zones for 
export. This will involve turning 
Florida into primarily an interna
tional banking center.  

Graham 's  program was lauded 
in a recent London Financial Times 
survey, " Banking in Florida," as 
turning Miami into the " Hong 
Kong" of the Caribbean.  

Not only is  the Carter-Graham 
faction of liberal Florida Demo
crats in control of  this policy-the 
President' s allies and even his 
brother Bil ly stand to make quite a 
bit of money from the dramatic 
Florida shift, in what is  shaping up 
as another sordid aspect of  the " Bil
Iygate" scandal . THe chief benefi
ciary of Graham's  Florida banking 
deregulation is Barnett Banks of 
Jacksonvil le ,  the state's number
two bank, and one of the lead banks 
for Jacksonville's Charter Oil Com
pany, the Libyan-connected oil im
porter which is First Brother Bil ly's 
employer. 

So tightly connected to Carter is 
this "Jacksonville mafia" that when 
the post of Federal Reserve Chair
man was temporarily vacant during 
the Carter cabinet shakeup of July 
1 979, the President appointed Fred 
Schultz, then chairman of Barnett 
Ban ks I nvestment Services, as act-
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ing chairman of the Fed. Schultz, a 
Jacksonville native, m ade a fortune 
channeling foreign investment into 
Florida real estate, and his family 
stands to make another i f  the Gra
ham " Hong Kong" program goes 
through.  

Schultz is currently vice-chair
man of the Federal Reserve, and as 
such has responsibility second only 
to Volcker's for carrying out the 
administration 's  wide-ranging pro
gram for national banking deregu
lation .  Schultz has day-to-day over
sight for example, on the imple
mentation of the Depository Insti
tutions Deregulation Act, which as 
this column has repeatedly docu
mented, is  making banking flatly 
unprofitable for the nation's  20,000 
smaller commercial and savings 
banks. U nder the program,  
Schultz's  associates at Barnett in  
particular p lan  to buy up many 
such weakened smaller ban ks in  
Florida and states throughout the 
South . 

Since his 1 978 inauguration,  
Graham has passed a rapid series of 
laws opening up the state to outside 
banks .  He openly declares that the 
Florida local banking system, 
which consists'of hundreds of  small 
banks tied to local communities, 
will have to meet the competition or 
go out of business . Graham has 
also used the Florida International 
Banking Act of  1 977 to make the 
state into what L 10yds Bank of Brit
ain refers to as " a  bonanza-no 
other word for it-for foreign 
banks . "  Under the act, the state 
government totally ended all taxa-

tion on foreign banking, and since 
Graham's  inauguration,  1 9  foreign 
banks have set up shop in the state. 

Graham told the Financial 
Times that he is committed to the 
Carter administration's  program of 
circumventing regulatory protec
tion against interstate banking in 
the United States, and has acted 
boldly to bring the major New 
York and other o ut-of-state banks 
into Florida-24 have set up their 
M aster Edge Act branches, which 
control all their international Iend
ing outside New York,  in Miami .  
These M aster Edges have taken bil
l ions of dollars of  business away 
from local banks,  because although 
Edges are only supposed to finance 
international transactions under 
the Edge Act, they have in practice 
taken over much of the domestic 
banking needs of Florida compa
nies involved in  international trade. 

Graham passed the Federal 
Competitive Equal ity law, guaran
teeing foreign banks that any bank
ing deregulation passed federally 
will be ratified on the state level at 
once. He has personally intervened 
to help Citibank,  Bankers Trust 
and other New York giants to set 
up loan offices and trust offices in  
Florida.  " I t  was  in  the  public inter
est for Florida to have as wide a 
range of finance as possible," the 
Financial Times quotes him .  Gra
ham supported Bankers Trust when 
it sued the state of Florida for pro
hibiting out-of-state trust opera
tions under the state banking code. 

As the foreign and out-o f-state 
competition drives smaller banks 
under, Billy Carter's friends at Bar
nett Banks plan to buy up a net
work of them statewide, chairman 
Guy Botts has said, and grow f[<Jm 
their present $3 .6  bi l l ion in  assets to 
a $20 bi l l ion bank . 

Economics 9 



Foreign Exchange by David Goldman 

Central banks boost sterling and dollar 

The Federal Reserve wants the D-mark to come down as much 
as 25 percent. 

The surprIsmg strength of the 
U . S .  dollar and the pound is a by
product of the Federal Reserve and 
Bank of England reaction to the 
failure of last m onth's annual meet
ing of the International M onetary 
Fund. In the short term, the rise of 
sterl ing to $2.43 and the dollar to 
$ 1 .86 against the West German 
mark is the result of  an increased 
differential in i nterest rates between 
those currencies and their major 
competitors, the leading currencies 
of the European Monetary System . 
But, the policy causing the interest 
rate differentials i s  less obvious .  

I n  the last several weeks , the 
extreme fluctuations in the yield 
curve on Eurodollar deposits has 
indicated great uncertainty among 
market participants concerning the 
near-term behavior of interest 
rates .  Normally, the spread be
tween the rates for one-month and 
one-year Eurodollar deposits indi
cate market expectations concern
ing interest rates; a lower rate, on 
one-year money shows that bor
rowers believe rates will fall ,  and 
prefer to borrow for one month.  

Apparently, the market's uncer
tainty indicates that its perceptions 
are a few weeks behind the initia
tives of the British and A merican 
central banks. In brief, the Federal 
Reserve and Bank of England want 
to enforce a global l iquidity 
squeeze, i n  retaliation for the dis
mal response they received to their 
standing plan to turn the I nterna
tional Monetary Fund into a world 
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central bank in  the 1 980s. 
The authority of  the I M F  was 

undercut by its potential funders , 
including the U . S .  Congress and 
the petrodollar-rich Arab coun
tries , and by aggressive debtors l ike 
Brazi l ,  who are successfully holding 
out against the I MP's proposed 
harsh debt rescheduling terms.  

The two central banks'  objec
tive is to squeeze their potential 
com petitors . A result of this objec
tive is a flow of short-term funds 
into the dollar and sterling, due to 
higher interest rates in both secto rs . 

It happens that thiS coincides 
with the central banks'  domestic 
policy. As EIR has reported during 
the last several weeks, the frustra
tion of  the Bank of England and 
Federal Reserve over the fai lure of 
a year of  monetarist experimenta
tion has reached a turning point .  
With some trepidation,  the Fed is  
now eval uating the merits of 
" shock therapy," watching the 
semipublic debate over the extreme 
version of m onetarist doctrine in 
such arenas as the Group of 30. For 
strictly domestic reasons, interest 
rates are most likely to keep rising 
in  the short run .  As soon as the rise 
in rates undercuts the housing mar
ket and other interest-rate-sensitive 
parts of economic activity , perhaps 
around the beginning of 1 98 1 ,  cred
it  demand and interest rates are 
likely to fall again .  

This is the standard Wall  Street 
forecast, and the reason why econo
mists l ike Lawrence Kudlow of 

Bear, Stearns  forecast a severe dol
lar weakening when the interest 
rate cycle finally breaks .  

But the situation is more com
plicated than th is . The central 
banks are principally concerned 
with the state of the international 
monetary system . In conversations 
with EIR, senior Federal Reserve 
officials insisted that no matter 
what happened to the domestic 
economy,  real interest rates must be 
kept at about 3 percent .  That is ,  the 
Fed's  interest rate objective is the 
rate of inflation plus 3 percent, or a 
level considerably higher than the 
present one.  Chairman Volcker's 
insistence that the Fed is now con
cerned with money-supply aggre
gates rather than interest rates 
should be ignored. However un
concerned the Fed is  about the ef
fect of rising interest rates on the 
U . S .  eco nomy, they cannot be un
concerned about the effect of  inter
est rates on the dollar. 

Senior Federal Reserve officials 
are now predicti ng a German mark 
rate against the dollar of OM 2 .25  
to  2 .50-a devaluation of 17  to  25  
percent. EIR th inks  th i s  prediction 
is ridiculous.  H owever, the Fed and 
Bank of  England com mitment to a 
weaker German mark could pro
duce some weakness over the im
mediate period ahead.  It  assumes 
that world trade will decline in the 
context of global austerity, and that 
export-dependent nations like West 
Germany will suffer most.  

However, this approach also 
leads to a global payments crisis 
which ultimately co uld destroy the 
dollar's abi lity to function in off
shore markets. The central banks, 
having fai led to impose their I M F  
plan, are subjecting the leading cur
rencies to warfare that can produce 
sharp and misleading fluctuations .  
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Trade Review by Mark Sonnenblick 

Cost 

NEW DEALS 

$2 bn.  

$ 1 . 5 bn.  

$2 l 8 mn.  

$ 1 90 m n .  

$ 1 50 mn . 

$23 mn . 

$38 mn.  

Principals 

China/Hong Kong 
from France 

NATO from U . S .  

Brazil from France 

Saudi Arabia from 
Germany / France/ 
South Korea 

Brazil from U . S .  

Saudi Arabia 
from Italy 

Mexico / U . S .  

Italy/Japan 
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Project/Nature of Deal 

Two 900 Mw.  nuclear power stations,  
China's  first, to be provided by French 
Framatome. Far Eastern Economic Re
view says China Light and Power of  
Hong  Kong, which w i l l  buy  much of 
the plant's power, favored French bid 
over those of Westinghouse and Ger
many's K W U  in  order to assure siting 
near Hong Kong . Westinghouse's ef
forts also prej udiced by U.S .  nuclear 
nonproliferation policy. 

Boeing has signed contract for 1 8  "mi l 
itarized versions of  the Boeing 707" 
with NATO. This is  Boeing's largest 
single mi li tary order and first time 
NATO has bought planes directly from 
a supplier. Planes are updated version 
of  AWACS now deployed to Saudi 
Arabia.  German and Canadian firms 
wil l  supply components . 

Electrical equipment for Porto Prima
vera Dam being subcontracted by Me
canica Pesada of  Brazil to four French 
companies and their Brazi l ian affiliates. 

Steel roliing mill to turn out 400,000 
tons per year of merchant bars and wire 
rod for Saudi construction industry to 
be bui lt  on turnkey basis at J ubail  by 
consort ium led by Mannesmann,  with 
Schloemann-Siemag, Siemens ,  a 
French company and a South Korean 
construction firm . 

Westmoreland Coal wi l l  supply Brazil 
with 3 mn. tons of  high-grade metal
lurgical coal between 1 982 and 1 985 .  

ENI has  signed two  contracts with Ara
bian American Oi l  Co.  for oi l  industry 
infrastructure work and underwater 
pipelines. 

Combustion Engineering and Grupo 
Industrial A lfa of Monterrey, Mexico, 
have formed j oint venture for energy
related construction and engineering in 
Mexico . 

Nissan and Alfa Romeo signed a j oint  
venture agreement to produce 60,000 
cars per year in a new plant to be bui lt 
near N aples.  Alfa Romeo wil l  produce 
80 percent of the parts for a Nissan
designed model .  Part of  Nissan's ag
gressive overseas expansion program . 

Financing 

Concessionary 
terms.  

M ostly 
concessionary 
suppliers credits . 

Nissan plans first 
foray i nto foreign 
financing by 
seeking Arab 
money in 
Euromarket. 

Comment 

Giscard 
announced 
agreement in 
principle. 

Agreed in 
principle 

Companies 
with local 
participation 
have an edge in 
bidding. 

FIAT opposed 
Japanese entry 
into Italian 
market. 
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Japan: 
a high score 
on economics, 
but not politics 
by Richard Katz 

I f, two years ago, virtually every business and political 
leader in America was damning Japan for alleged export 
"dumping," today, the rallying cry i s  the reverse. Practi
cally no week goes by without at least one maj or busi ness 
or news magazine questioning, as did Iron A ge, "What 
Can American Manufacturers Learn From the Japa
nese?" 

U . S .  government documents like the September 1 980 
" United States-Japan Trade Report" of the House of 
Representatives Trade Subcommittee, formerly a bastion 
of protectionism , now calmly reason: "It has become 
increasingly clear to us, and to many businessmen deal
ing with Japan, that our trade problems result less and 
less from Japanese import barriers, and more and more 
from domestic, American structural problems of com
petitiveness and quality . There are clearly lessons to be 

learnedfrom Japan [emphasis added] . "  
Japan's industrial production in August was  2 per

cent above that for the year before-better than any 
other major industrial country. Even the most pessimistic 
of Japan 's  economists predict a mild, short-lived reces
sion ending in the spring of 1 98 1 .  It would take a major 
oil  shortage or huge price hike or a significant decl ine of  
world trade to send Japan into serious recession . 

Amidst the clamor over Japan' s  success story, few 
observers have understood with sufficient clarity what 
Japan does right, and where it goes wrong. Certain  U . S .  
legislators a n d  corporate executives insist that the secret 
of Japan's success lies in such features as accelerated 
depreciation tax codes or systems of government-private 
collaboration .  These particular factors exist but the " se
cret" which allows them to wo"rk is much more straight
forward: it is Japan's  commitment to producing succes-
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sive arrays of products with ever higher technological 
content. This policy is  the sole reason Japan has survived 
the oil crisis. 

On the other hand,  Japan's  political-economic strat
egy suffers a deficiency which could ultimately undo the 
economic miracle. Particularly since the accession of the 
late prime minister M asayoshi Ohira in late 1 978 ,  Japan 
has accepted political conditions which severely limit the 
possible expansion of world trade and thus its own 
potential market. Japan has accepted international aus
terity policies toward the developing countries and tol
erated the U . S .  imposing a conservationist reindustriali
zation policy upon itsel f. As a result, Japan 's  business
men have resorted disproportionately to what they them
selves know can only be a temporary tactic of  relying on 
exports of  consumer durables to the advanced sector 
countries. Should this strategy continue, Japan will run 
out of markets if  it does not first provoke trade war. 

Japan's high-technology strategy 
The case of  steel i l lustrates Japan's technological 

approach . In the U nited States, the Carter administra
tion proposes to declare steel a "sunset" industry and 
let it rot. " I t  uses too much energy ,"  they complain .  
Japan's  steel industry faces a crisis j ust a s  serious a s  that 
here-poor markets at home and abroad mean Japan's 
steelmakers still sell  less tonnage than before the 1 973 
oi l  crisis, and Japan 's  mi lls st i l l  operate at less than 75  
percent of  capacity . 

In stead of proposing to scrap the industry , Japan's 
steelmakers invested heavily to produce steel with less 

CO/llputerizedfreight terminal in Tokyo. 
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energy and more efficiency . They invested even though 
they showed no profits for four years straight following 
1 973 .  

The key was  conversion to the  continuous casting 
process in which the steel pipes, p late, or tubing is made 
immediately from molten steel before it cools .  This 
produces steel using 30 percent less energy per ton than 
conventional processes. At the same time, the steel 
makers shifted from basic kinds of steel requiring less 
ski l l  to specialty steel employing more highly skilled 
labor and techniques . The two strategies enabled Japa
nese firms to increase labor productivity in steel by an 
astounding 40 percent over pre-oil-crisis levels-without 
speedup. And it returned the steel industry to a profit in 
1 979.  

The case of steel is  typical of the entire economy .  
I nvesting in high-technology forms of energy saving in  
energy-intensive industries was one  of Japan ' s  responses 
to the oil cris is .  Most importantly, Japan transformed 
the entire structure of its economy away from industries 
using lower ski lled labor and less advanced machinery 
to those using higher ski l ls  and technologies . Compar
ing 1 973 to 1 979 in Table I, there i s  a drastic shift from 
basic manufactured goods like textiles to specialized 
machinery such as electronic goods, machine tools, 

TA BLE I 
Change in composition of U.S.-J apan trade 
1973 vs. 1979 
Com modity as percen t  of total U.S. i m p o rts from Japan 

Commodity 

Food (mostly fish) . . . . . . . . . . . . . . . . . .  . 

Manufactured goods . . . . . . . . . . . . . . . .  . 

Text iles . . . . . . . . . . . . . . . .  " . , " . . .  . 

Steel . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 

Rods and bars . . . . . . . . . . . . . . . . . .  . 

Plates and sheets . . . . . . . . . . . . . . . .  . 

Tubes, pipes, fitti ngs, etc . . . . . . . . . .  . 

Metal M fgs . . . . . . . . . . . . . . . . . . . . . .  , 

M achinery . . . . . . . . . . . . . . . . . . . . . . . .  . 

Specialized . . . . . . . . . . . . . . . . . . . . . .  . 

M achine tools . . . . . . . . . . . . . . . . . . . .  . 

General industrial . . . . . . . . . . . . . . . . .  . 

Office machinery . . . . . . . . . . . . . . . . .  . 

Telecomm unications . . . . . . . . . . . . . .  . 

(e.g . ,  TVs, stereos) . . . . . . . . . . . . . .  . 

Elect rica l machinery . . . . . . . . . . . . . . .  . 

Transport machinery . . . . . . . . . . . . . . . . . 

Automobiles . . . . . . . . . . . . . . . . . . . . .  . 

Miscel laneous manufactures . . . . . . . . . .  . 

Clothing . . . . . . . . . . .  , . . . . . . . . . . . .  . 
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1973 
3 .0  

25 .0  

3 .0  

1 1 .0 

2 .0 

6.0 

2 .0 

6.0 

25 .0 

0 .2 

0 .2  

n .a .  

3 .0  

1 1 .0 

3 .0  

2 1 .0 

1 4 .0 

1 8 .0 

2 . 5  

1979 
0.8  

1 9 .0 

1 .4 

1 0. 1  

2 .0  

4 .5  

3 .0 

4 .0 

30.0 

2 .6 

1 . 5 

3 .4 

4 .0 

1 1 .0 

5 .0  

3 7 .0 

26.0 

9 .0 

0 .6 

autos,  and computers . 
American businessmen are quick to point out that 

Japan's rate of private investment in  plant and equip
ment has been almost twice as high as that of the V.S .
as high as 20 percent of  real GNP at  the peak in  1 97 3 .  
The 1 97 3  o i l  crisis hit investment hard, but Japan 
struggled to restore its h igh investment rates . This year, 
Japan's firms plan to raise investment 1 5  percent above 
1 979 after discounting for inflation,  despite the emerg
ing recession , opposite the response in most countries 
(Figures 1 & 2) .  

Those who refer s imply to Japan's high investment 
rate miss the point that Japan's investment i s  geared to 
advancing Japan 's  overall technological status .  As a 
result, since the 1 973  oil crisis, Japan has been able to 
improve labor productivity 40 percent, including a very 
high 1 2  percent increase in  1 979 alone-a year when 
V.S .  productivity fel l  for the first t ime ever in  a non
recession year . 

U . S .  comparisons are so dismal because American 
policy since 1 973  has been to use the oi l  crisis to de
industrialize the V.S . ,  as seen in  Table 2 .  

In  the 1 980s, Japan will switch from being a net 
importer of technological know-how to a major tech
nology powerhouse on its own .  This includes emphasis 

TABLE 2 

Shift in composition of U.S. 
manufacturing industries, 1973-78 

Shipments as % Energy 

oftota1* 
intensity 

indicatort 
Sector 1973 1978 % 
Food . . . . . . . . . . . . . . .  13 . 5  1 4 . 3  4 . 1 

Textiles . . . . . . . . . . . . .  3 . 7  3 . 8  6 . 8  

Paper . . . . . . . . . . . . . .  4 .0 4 .0  1 2 . 2  

Chemicals . . . . . . . . . . .  8 . 7  8 . 7  1 0 . 5  

Petroleum and 

coal products . . . . . .  4 .0 4 .4 1 5 .9 

Rubber and plastics . . .  3 . 2  3 . 1 4 .6  

Stone, c lay ,  and glass . .  2 . 7  2 . 7  1 2 . 9  

Primary metals . . . . . . .  8 . 1 7 . 2  1 5 .8  

Machinery, 

not electrical . . . . . . . 9 . 7  9 . 5  1 .9 

Electrical eqpt . . . . . . . .  8 .0  8 . 2  1 .9 

Transpo rtation eqpt. . .  1 4 .2  14 .9  2 . 1 

Other** . . . . . . . . . . . .  20.2 1 9 .2 

'Inflation·adju sted data 

" Inc l u des tobacco, apparel,  l u m ber, furniture, prin ting, leather, fabricated 

metal products, i n struments a n d  misce l laneo u s  

tFuel a n d  e lectrici ty costs a s  % total value added. Does not include feedstocks; 

thus, primary metals, chem ica l s  a n d  petro leum are relatively m ore energy

i n te n s i ve than wou l d  appear from these fig u res. 
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Figure I 

Private investment in plant 
and equipment 1973-80* 
Percentage change from p revi o u s  year 

- 1 0  

1 973 74 75 76 77 
So urce: Japan Eco n o m i c  Pla n n i ng Agency 

78  

'1980 i s  a n n ual ized rate based o n  Jan ua ry-June fig u res 

79 80** 

" actual  percent change o f  Ja n u a ry-June 1980 from Jan ua ry-Ju n e  1979 
is  6.6 percent b u t  corpo rat ions have now rai sed their  capital  i n vestment 

p lans  a n d  expect that  their  spe n d i n g  i n  the year ending March 1981 wil l  

be 15 percent  above year before i n  constant  1970 yen.  If carried o u t  this 

wo u l d  provide a n  approximate 12 percent i n c rease i n  calendar 1980 over 

1979. 

Figure 2 

Capital investment ratio: 
Japan vs. U.S. * 

u.s. 

1973 74 75 76 77 78 79 80** 

'Private in vestment in p l a n t  a n d  equip ment as percent of Gross 

Nati o n a l  Product in co n stant 1970 yen (do l l a rs) of U . S. a n d  

J a p a n . 

** J a p a n ese 1980 figures are a n nua l ize d rate based on January

June actua l figures. U. S. 1980 figures a re a n nua l ize d rate based 

o n  actual J a nua ry-March figures. 

Sou rce: Japan Eco n o m i c  Planning Agency. U.S. Depa rtment of Com

merce. 

Figure 1 shows how hard J apan's economy was hit by the 1 973-74 oi l  crisis .  From a 20 percent private plant and equipment 
investment rate in  1 972,  investment fel l  sharply, then slowly recovered, raising 1 979 growth to "economic miracle" levels .  
Growth so  far in 1 980 has  been s low by Japanese standards, but corporations have revised their outlook and  plan to  achieve a 
1 5  percent expansion in the plant and equipment investment. Figure 2 shows that even at its low point, Japan maintained a far 
higher ratio than the l! . S .  did of private capital investment to GNP.  

on applying robotics to domestic industry such as autos, 
as well as exporting robots; numerical-controlled ma
chine tools; computers, chips, and software; nuclear and 
fusion power; and such l ife sciences as genetic engineer
ing .  Japan's  industrialists are using frontier technolo
gies to keep basic industry up to date-nothing spectac
ular, just basic common sense. 

Market share or market expansion 
One criticism of current Japanese government policy 

regarding plant and equipment exports reveals the chief 
deficiency in  Japan' s  current political-economic strate
gy . The criticism by an advisory committee to the 
M inistry of I nternational Trade and Industry (M ITI)
the ministry closest to business thinking-warned that 
Japan's plant and equipment exports in  fiscal 1 980 
would fall 1 5  percent in current dollars from 1 979's  not 
overly inspiring level . At $ 1 2  bi l l ion, plant and equip
ment exports were only 1 1  percent of  total exports, a far 
cry from the 20 to 25 percent share M ITI  had pro-
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claimed as a goal some years back .  The reasons for the 
drop were only secondarily the drop in world demand 
due to austerity measures; the principal reason, said the 
committee, was the fall in Japan's  competitiveness due 
to stringent credit conditions. Had the plant and equip
ment share been higher, then Japan would have been 
under less pressure to grab ever higher market shares 
for autos and steel to meet skyrocketing import bil ls .  

The stringent credit conditions applied by Japan in 
the last year and a half, not to mention the loss of up to 
$4 to $5 bil l ion in potential plant sales to the Soviet 
Union under the post-Afghanistan embargo, resulted 
from a deal with Carter made by late prime minister 
Ohira during his M ay 1 979 visit to Washington .  Ohira 
agreed that Japan would I) support Carter's full foreign 
policy, including the China card, an anti-Soviet diplo
matic, economic, and mil itary posture, and rearmament 
in Japan itself; and 2) not violate the Carter administra
tion 's  diktat against industrialization of the developing 
countries . Ohira put a virtual prohibition on interna-
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tional loans to the developing countries, damping Ja
pan's  crucial capital equipment exports to those nations . 

In  return , Carter agreed to ease up on the brutal 
levels of protectionism waged against Japan during the 
term of Ohira's predecessor, Takeo Fukuda, and to 
allow greater export by Japan of such consumer dura
bles as autos . The contrast between the fall  in physical 
quantity of exports during the Fukuda period and the 
mushrooming allowed following Ohira's rise is  astound
ing (Figure 3) .  Under blackmail from Washington, 
Japan agreed to compete for shares of existing world 
markets rather than expand world trade by creating 
new industrial markets in the Third World .  

This  deal was renewed during the late September 
1 980 Washington visit of M asayoshi I to, the foreign 
minister of the new Zenko Suzuki cabinet .  Carter was 
notably lenient toward Japan on the auto issue, even 
going so far as to pressure the House of Representatives 
to tone down a resolution on the issue of Japanese auto 
exports here . 

Under Fukuda, Japan had collaborated with France 
and West Germany in trying to expand overall world 
trade through granting low-interest credits to O PEC 
and non-oil developing countries for industrial capital 
development projects . By 1 978 ,  Japan hit a record $ 1 5  
billion i n  international loans .  During this time, Iraq was 
Japan 's number-one capital equipment purchaser, as 
well as its second largest oil supplier . 

Treasury Secretary Michael Blumenthal fired off an 
angry series of letters to Fukuda, denouncing this 
violation of International Monetary Fund austerity 
"conditionality ."  Blumenthal simultaneously drove up 
the value of the yen 75  percent from January 1 979 to 
November 1978 ,  crippling Japan's export competitive
ness . 

The most public expression of Carter administration 
motives came in the January 1 979 " U .S . -Japan Trade 
Report" of the House trade subcommittee. The report 
stated: "We believe that the Japanese threat in these 
high-technology areas may soon become the most ex
plosive issue between our two countries ."  The report 
then attacked Japan's  transfer of industrial technology 
to the developing countries: "We foresee 'Japan Trade 
Crises' recurring with other developing countries-the 
so-called 'New Japans' of the Far East such as Taiwan, 
Korea, Hong Kong, and Singapore-and later other 
developing nations of the world ."  

The role o f  exports 
Japanese business tolerated the deal made by Ohira 

and still tolerates the continuation of the deal by Ohira's 
protege Suzuki for fear of offending Washington , and 
of suffering the resumption of trade war. 

Protectionism is a powerful lever over trade-depen
dent Japan . Resourceless Japan is totally dependent on 
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imports not only for oil but also for all its raw materials .  
Japan's imports are not discretionary items ,  but abso
lute physical necessities for production . As a result, the 
ratio of physical imports to Gross National Product, 
both measured after discounting for inflation , has re
mained stable at about 1 2  percent of GNP throughout 
the 1 970s. Whenever the price of oil and other commod
ities goes up, Japan has no choice but to pay it. Oil now 
swallows about 40 percent of Japan' s  import bil l .  

Japan has been able to raise its export prices on 
steel, autos , TVs, and other goods, and the value of the 
yen has risen, which brings in more money for exports 
and makes imports cheaper. However, the increases 
have not kept pace with import price hikes. Japan 
simply must send out increasing amounts of steel , cars, 
and TVs to pay for the same amount of oil ,  iron ore, 
and coal .  By the spring of 1 980, J apan had to send out 
more than 20 percent of its GNP in exports to get back 
only about 1 2'/4 percent in imports . And despite this, 
the exports still were not enough to pay for all the 
imports ;  Japan ran a multibil lion-dollar trade deficit in 

Figure 3 
Export volume, 1978-1980* 
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Drastic negative growth in Japan's physical exports (as 
oppposed to dollars earned) took place during the 1 9 78-
early 1 9 79 period. A turnaround occurred i n  the second 
quarter of 1 9 79, as Washington lifted its protectionist 
pressure in exchange for foreign policy support. 
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Figure 4 

Exports and imports as a 
Percent of GNP 
Constant 1970 yen 
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money terms (see Figures 4 and 5 ) .  
The difference between the  import price hikes and 

the lesser export price increases was  so  great that if 
Japan's  productivity had not increased and if Japan had 
not changed the export products to those of higher 
technological content, then in  1 980, Japan would have 
had to send out 30 percent of its GNP rather than 20 
percent to pay for the same level of imports. Given the 
level of domestic austerity a 30 percent export ratio 
would have required, and the protectionism Japan 
would have provoked abroad, this would have been an 
impossible level to achieve. 

Even with the productivity and technology increases 
Japan did not meet the challenge, and is  now suffering 
a mild recession as a result .  Figure 4 shows the gap 
between physical export and import ratios narrowing in 
1 978 and 1 979 as Japan's high-technology strategy 
overcomes the first oil cris is .  The post-Khomeini price 
hike more than wiped out the gain .  Because Japan could 
not meet the 60 to 70 percent overall import price h ikes 
even with increased exports, the physical volume of 
Japan's imports actually fell about 4 percent in January
August 1 980 from year-before levels . Therefore, some 
sector of production had to fal l .  Productivity kept the 
fal l  in the third quarter to an estimated 2 percent below 
peak production levels in the first quarter of 1 980.  

With Japan striving to maintain investment levels, 
even while giving away 7 percent of GNP to pay for 
imports (Figures 1 ,  2 ,  and 4), the cuts in  production 
came primarily out of government public works projects 
and secondarily out of personal consumption . For the 
first time since the 1 974-75 recession , real wages fell  in  
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Japan, to about 2 percent less than 1 979 levels-result
ing in  less domestic auto purchase, and a 5 percent 
decline in  housing, but not the decimation suffered in  
the U . S .  

I s  this simply a temporary decline in  production and 
personal consumption? Or is it  a more deep-rooted 
problem such as the U . S .  suffers? As long as Japan's 
productivity, technological advances, and export 
growth ( in volume and price) outstrip import price 
hikes, Japan will  quickly recover from this recession .  

In  the medium- to long-term , Japan's  current capit
ulation to Carter presents a problem . It cannot go on 

Figure 5 

Japan's current account 
balance, 1973-1980* 
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So u rce: J apan Eco n o m I c  P l a n n i n g  A gency 

"in constant 1970 yen compared to current yen. In t r i l l i o n  yen (at  c u rrent 

rates about $5 b i l l i o n . )  

Despite a 75  percent rise in  the value of  t h e  yen since 
1 980, which has cheapened imports and provided more 
income on exports, the price increase for o i l  and other 
imported resources far outstripped the price increments 
for Japanese exports. As seen in Figure 4 ,  by the spring 
of  1 980, Japan sent o ut one and a half times as much in 
manufactures as it took in  in  oil and other commodities, 
i f  trade is measured in  constant yen at 1 970 prices, which 
expresses physical volume. Figure 5 shows that i n  current 
yen , which measures the actual revenue paid and received 
by firms, Japan was taking in about $20 bi l l ion less than 
i t  paid out toward the end of 1 979.  In physical volume 
terms (constant yen) i t  sent out $50 bil l ion worth of  
goods more than it took in .  Japan had the worst of  both 
worlds .  
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forever increasing market share in autos and similar 
products, as Japan's industrial ists know ful l wel l .  M o re 
importantly in the long term , how can Japan sell 
industrial robots to the U . S . ,  for example, if the u.s. is  
ripping up its basic industry l ike auto and steel in  favor 
of  synfuels and an electronics-services economy? Since 
Reagan's advisers have the same approach as Carter on 
th is question, the  problem wi l l  not go away after 
November . 

The Industrial Structure Council 
One of the most important arenas in which the fight 

over Japan 's  future strategy is  being fought out is the 
I ndustrial Structure Council of  M IT! .  M ade up of the 
top industrial ists and most important officials of  M IT! ,  
the counci l ' s  deli berations are  crucial to the  process by  
which Japan launched the  technological advancement 
described above. The council  has issued three " long
term vision" reports-in 1 963 ,  1 97 1 ,  and 1 980-which 
could almost be described as ten-year plans.  

At meetings of  the council the participants ask 
questions like: how advanced should the economy be in 
five years, ten years,  twenty or  thirty years? How do we 
advance from an economy in which the trend-setting 
industries are textiles and export of toys and which is  
fueled by coal ,  to one five to ten years later dominated 
by steel and fueled by oi l ,  to one still five to ten years 
further in which auto and chemicals lead the way, and 
then yet later to a nuclear-fueled economy exporting 
capital goods and computers and in which factories are 
manned by robots? Finally, how do we manage these 
successive metamorphoses so that Japan ends up as a 
fusion-powered economy and, as one M IT! official 
predicted in 1 970, supplies half the world's  energy 
through mass production of  fusion power reactors? 

Once the businessmen and officials reach a consen
sus on where Japan should be five, ten ,  thirty years 
down the line, then they ask: How do we get there from 
here? Which industries, which paths of technology, 
what k inds o f  research are necessary to get there? 
Therefore, which frontier industries should get priority 
for bank credit, investment tax credits,  government 
loans? 

The best of  Japanese industrialists and officials do 
not think primarily along the l ines of  what kind of 
technological gimmick is  needed to achieve a certain 
growth rate. Rather, they decide what rates of  growth 
and patterns of  investment are needed to  sh i ft the 
economy from one technological mode to a series of  
successively higher ones.  

Compare this to predominant American corporah: 
thinking which so often thin ks of technology as undi
rected "improvements" or of growth simply as "more ." 
I t  a lso helps that Japan's leading industrialists, such as 
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the 82-year-old doyen Toshio Doko,  are professional 
engineers rather than Harvard B usiness graduates . 

It is only within this context of thinking that the 
various formal features of  Japanese economic structure, 
so often described by American business or congres
sional observers, work,  e .g .  accelerated investment de
preciation tax codes directed toward frontier industries, 
close government-industry-banking collaboration, a 
motivated labor force . It should be noted on the last 
point-lest cultural factors be suspected-that when 
Quasar took over the delapidated M otorola plant in 
Chicago, they turned it into a model of productivity and 
quality using American workers. 

The major  difference between the 1 97 1  and 1 980 
plans of  the Industrial Structure Council  i ndicate the 
strategic shortsightedness of  J apan 's  political and busi
ness leadership .  The 1 97 1  report introduced as a goal 
the notion of what the J apanese call " knowledge-inten
sive industry ,"  such as fusion power, i ndustrial robots, 
computers . The crux of the 1 97 1  report was the strategic 
assessment that Japan's own ability to advance, includ
ing overcoming chronic shortages of  skil led labor, lay 
in a division of labor with the developing sector .  This 
meant transferring technology to industrialize the de
veloping countries-in the words of the U . S .  House 
trade subcommittee, creating "New Japans . "  This was 
the policy followed to one degree or  another until the 
demise of  Fukuda in  late of 1 97 8 .  

The 1 980 report labeled " Long-term Vision o f  M IT! 
Policies in  the 1 980s ,"  presumes on the other hand that 
the other advanced countries will suffer only 3 percent 
average annual growth throughout the 1 980s due to the 
energy crunch . Somehow, by 1 990 nuclear and coal will 
have been developed to revive higher growth .  At that 
point, the report says, Japan's abil ity to compete will 
depend on  whether it used the 1 980s to develop primacy 
in advanced technologies l ike robotics, numerical-con
trolled machine tools, computers, and semiconductors .  
It is already n umber one in  robotics and is challenging 
the U . S .  in semiconductors .  These, rather than autos or 
steel , will be the subj ects of  trade expansion .  

The be l ief  that  J apan  can somehow develop In  
isolation for 10  years i l lustrates Japan's classic dichoto
my: sharp in business practice and brilliant on domestic 

economic planning and technological advancement, but 
unbel ievably disoriented in the world of international 
politics and political economy.  I f  other nations,  partic
ularly the U nited States, were to follow Japan's path of  
technological planning, the  world economy would be  
experiencing an unprecedented boom.  But  if Japan 
believes it can advance technologically and find export 
markets while the rest of the world stagnates, then 
sooner or later it will find its economic boom out of 
gas, in more ways than one .  
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Business Briefs 

International Credit 

Europeans assemble 
$ 10 billion facility 

The Fi nance M inisters of  the European 
Comm unity (EC) met Oct. 20 to com
plete a plan to assemble an oil-payments 
loan faci lity by early 1 98 1 .  The ministers 
let it be known that the facility will pool 
$ 1 0  bil l ion in lendable funds acquired 
through deposits from oil-producing 
countries (see page 4) .  

The announcement momentari ly  p uts 
to rest an intense debate within the EC 
around the resources of the E uropean 
M onetary System ( E M S),  the currency 
parity grid which has been operating 
since March 1 979 .  The French govern
ment had hoped to use the occasion of 
EMS borrowing of $ 1 0  bi l l ion in relend
able funds to extend EMS activities be
yond currency coordination,  into direct 
financing of EC industrial trade pro
grams with non- EC countries . H ad the 
French plan gone through, the $ 1 0  bil
l ion facility would also have been open to 
southern European countries such as 
Spain ,  and Greece, as well as to some 
Third World trading partners. 

Euromarkets 

Bond markets hit by 
interest rate confusion 

Gulf Canada failed on Oct. 22 to launch 
a $200 mil l ion bond issue with a high 
rating and a coupon of 1 2% percent, and 
by late afternoon, the issue had to be 
cal led off. The cancellation affirms that a 
recent rally on dollar-denominated bond 
markets is being short-ci rcuited by inves
tor confusion over which direction inter
est rates will take in coming weeks.  

The tension on the dollar bond mar
ket has been evident in Europe. Between 
end September and mid-October, nearly 
$ 1  billion in  fixed- interest dollar bonds 
were sold to international investors . 
Wh ile the volume is on a par with the 
record bond market rally of last spring, 
traders fear the current surge is short-
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l ived . (Bond sales take off when investors 
assume that i nterest rates are going 
downward, and they don't have to stock 
up on short-term paper to protect earn
ings . )  

This week M organ Stanley's " ag
gressive" efforts to market a $200 mil l ion 
Citicorp issue in  Europe at a cut-rate 
coupon of  1 2  percent met with a negative 
response. The issue had to be immediate
ly discounted to get sold.  

Government Policy 

Administration plan to 
kill breeder exposed 

Idaho' s  Sen . J im M cClure and Congo 
Steve Syms have charged that there exists 
a secret Carter administration plan to ki l l  
the U.S .  nuclear breeder reactor program 
entirely .  At  a press conference held Oct. 
2 1  in Rigby, Idaho, the two Republ icans 
cited a National Security Council mem
orandum of J une 1 2, 1 980, entitled " Rec
ommendations for Post-I nternational 
Fuel Cycle Evaluation Implementation 
of the President's Non-Proliferation Pol
icy ."  The memo,  circulated to al l  mem
bers of the White House policy review 
committee including the Vice-President, 
the Secretaries of  State, Defense and En
ergy, the Joint Chiefs of Staff, and the 
CIA, provides detailed plans for the next 
steps to fini sh off the breeder program . 

M cClure and Syms said the admini
stration intends to make its final  decision 
on the plan Nov. 1 4 .  They demanded 
that Carter either repudiate the memo's 
pol icy or  defend it publicly  before the 
Nov.  4 elect ion .  C arter administration 
supporters with li nks to the n uclear in
dustry, including Sens .  Henry J ackson 
and Frank Church, have been tel l ing 
pron uclear circles that i f  reelected, Carter 
will promote nuclear energy . 

Acco rding to McClure and Syms, a 
special task force is preparing to carry 
out the memo's recommen dations, under 
Gus Speth, chairman of Carter 's  Council  
on Environmental Qual ity (C EQ), and 
Kitty Shirmer of the Office of M anage
ment and Budget .  

"We th ink  that if Carter is  reelected, 

Congress wil l  throw in  the towel on 
CRBR,"  said a C EQ source. "They 
won't want to face another four-year war 
of  attrit ion .  And if  Congress passes a 
n uclear waste bil l  anything l ike the pres
ent McCormack version (which includes 
research for disposing of reprocessed 
wastes), Carter would veto i t ."  

Comecon 

East-West German 
plans in jeopardy 

Currency exchange requirements im
posed by the East German government 
in mid-October have reduced the flow of 
visitors into East Germany by nearly 60 
percent. A dopted in  the context of an 
escalation of  cold war propaganda from 
East Berl in ,  the measures doubled to 
nearly $ 1 4  the amount of hard currency 
Western visitors m ust exchange per day. 
The funds are not redeemable upon leav
ing.  

K laus Btill ing, spokesman for the 
Chancellor's office, said that although 
Bonn wi l l  remain committed to its policy 
of developing ties with the Soviet bloc, 
the currency regulations could not fai l  to 
retard East-West German relations.  He 
suggested that several joint economic 
projects under discussion m ight be 
shelved . These include a power plant near 
Leipzig which was to have supplied West 
Berlin as well as East Germany. 

Industrial Development 

Fusion conference 
discusses boom potential 

A conference sponsored by the Fusion 
Energy Foundation Oct. 1 5  at the Hotel 
Concord in  Los A ngeles discussed not 
only nuclear fusion power b ut the space 
program, water development, technolo
gy transfer to the Third World, and a 
buildup of science education as aspects 
of rebui lding U . S . industrial power. 

Speakers included foundation re-
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search director Uwe Parpart, pioneer fu
sion scientist Friedwardt Winterberg, 
and Dr. N. W.  Snyder, designer for Par
sons Engineering Company's North 
American Water and Power A l l iance 
plan. In attendance were representatives 
of California congressman J ames Lloyd, 
Lockheed, H ughes Aircraft, Litton,  
McDonnell Douglas, and 30 smaller 
firms. Lloyd's aide, Sandy Baldonado, 
welcomed the participants on behalf of the 
congressman, who was one of the early 
cosponsors of the McCormack fusion bill 
signed into law Oct. 7. N ational Farm 
Organ ization spokesman Art Wilson of 
Cholame, California, and Dr. W.  P. 
Plummer, a special ist in medical aid to 
Africa, also participated. 

In  New Jersey on Oct. 2 1 ,  personnel 
from Exxon, AT&T, the Energy Depart
ment, regional utilities, labor unions,  
contractors, investment brokers, and 
small businesses as wel l as farmers and 
engineers heard the F E F's executive di
rector, Dr .  M orri s  Levitt .  The meeting 
opened with messages from a Democrat
ic congressman, Robert A. Rowe, and 
the mayor of Elizabeth,  N . J .  

Agriculture 

Organic farming for 
U nited States? 

"The well-established benefits from or
ganic farming justify a switchover by 
many U . S .  farmers ," the Baltimore Sun 
editorialized on Oct. 1 9 . The Sun pro
claimed that although the changeover 
may be slow, organic farming is definite
ly on the agenda for the U nited States. 
Such a statement in a leading American 
daily reflects the heating up of  the cam
paign to replace America' s high-technol
ogy agricultural methods with low-tech
nology, low-capi tal organic methods. 

The Counci l  for Agricultural Science 
and Technology has just released a study 
comparing organic and conventional 
farming. "Soil erosion would increase," 
concludes CAST, "if the total food pro
duction were maintained, and, in  the 
long run, the balance of payments earned 
by exports of agricultural products 
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would decrease."  Organic farming re
jects use of farm chemicals and adoption 
of organic methods by farms now using 
a mixed grain-l ivestock system would re
sult in decreases in  crop yield estimated 
at 15 to 25 percent per acre. 

To maintain today's  level of agricul
tural production using organic methods, 
Pat Cohi l l ,  special project director of the 
American Agri-Women, pointed out in an 
interview with the Christian Science 
M oni/or, cropland would have to be dou
bled. The "warm, cozy writing" about 
organic farming, Cohi l l  says, contains 
"an inherent threat to o ur food supply if  
it encourages legislation to place the 
farm decision-making in  any hands but 
those of the farmer-entrepreneur ." 

" Dare we forget ,"  asks Cohi l l ,  " that 
organic farming i s  the method long used 
by the Chinese, and that China is a nation 
which on ly in the l ast few years of  its long 
history has been able to feed its people?" 

Energy 

India announces 
nuclear breeder schedule 

India will be completing the design of a 
250 to 500 megawatt fast b reeder com
mercial reactor by 1 986 or 1 987 ,  G .  Ven
kataraman, chief p hysici st at the Kalpak
kam Research Facilities, said last week . 

India 's  1 5  megawatt breeder test re
actor, bui lt  at the faci lities, is scheduled 
to start operating by the end of the year. 
Based on the design for the French 
Rhapsodie reactor, it  will convert thor
ium into fissile materia l .  The larger com
mercia l  breeder will use the thorium
based fuel cycle, based on the scientific 
information on irradiation of thorium 
obtained from the test reactor. 

India has also announced plans to 
construct seven more heavy water plants 
by 1 986.  Last week, the Atomic Energy 
Commission site s election committee lo
cated India's fi fth nuclear power station 
at Kakrapar in  G ujrat State. The station,  
consisting of four 235  megawatt reactors, 
wi l l  fol low the already standardized de
sign used in the project now under con
struction in Uttar Pradesh . 

Briefly 
• MUTUAL SAVINGS BAN KS 
report that during Septem ber, they 
had a net deposit outflow of $425 
mil l ion . This compares to last 
year's record outflow of $ 1 . 1  bi l 
l ion;  according to M utual Savings 
Association spokesmen, however, 
the September loss more than off
sets the total deposit inflow for the 
previous four months. Whether 
the deposit outflow continues de
pends on inflation rates over com
ing weeks .  

• THE U . S .  LEAGUE of Savings 
Associations wil l  be heard Nov. 1 4  
i n  its suit  against the Depository 
Institutions Deregulation Com
mittee . The League is  charging 
that the DIDe's M ay 28 actions to 
restructure rate cei li ngs on six
month money market certificates 
and 30-month certificates are i l le
gal . The Federal Reserve had post
poned the hearings for over a 
month.  They wil l  now be held in 
the U.S.  District Court in  Wash
ington,  D . C .  

• OTMAR EMMINGER, former 
president of the West German 
Central Bank,  announced Oct. 22 
that a " real istic" exchange rate for 
the deutschemark would be 1 . 80 to 
the U . S .  dol lar .  The remark was 
issued after the m ark  closed at 1 . 86  
the  same day .  The currency is un
der  heavy pressure d ue to Ger
many's posting of a record pay
ments deficit this year . 

• FRENCH BANKS are gearing 
up Eurocredits for Third World 
borrowers. Paribas announced this 
week i t  is lead managing a $250 
m il l ion,  eight-year syndicated 
credit for Brazil ;  and a $350 mil
l ion,  eight-year loan for Nigeria to 
finance a steel m an ufacturing 
c o m p l e x .  C r e d i t  L y o n n a i s  i s  
working o n  a $200 mil l ion finan
cial credit ,  and a $ 1 00 mil l ion ex
port credit for the same Nigerian 
project. France's government
owned export bank Coface is 
backing an additional $250 mi l
l ion,  eight-year export credit for 
Brazi l .  
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�ITillSpecia1Report 

Why Carter 
must go 
by Criton Zoakos, Editor-in-Chief 

The proposition of electing a Democratic Congress in 1 980 and dumping 
Carter at the same time, has been attractive to Democratic elected officials 
for over a year now. Since Oct . 1 5 , this widespread sentiment became the 
basis for a series of intensive political campaigns around the country based 
on the simple slogan: " Elect a Democratic Congress and D ump Carter ! "  
This is  the electoral strategy of t h e  influential a n d  fast-growing N ational 

Democratic Policy Committee, a party body formed after the Democratic 
Convention last A ugust. The most influential figure with in  the Policy 
Committee, Lyndon LaRouche, the former candidate for the Democratic 
presidential nomination, now serving as Advisory Committee chairman at 
the N D PC, recently issued a recommendation to influential Democrats to do 
everything in  their power to remove Carter from office. M r .  LaRouche, 
principally proceeding from concerns over matters of foreign policy and 
national security policy, reacted to Soviet president Brezhnev's recent en
dorsement of Carter with a call to "dump Carter" and, " in the interests of 
true peace, teach President Brezhnev a lesson about American politics. " 

The underlying point that Lyndon LaRouche and the N ational Demo
cratic Policy Committee make on the matter of war danger i s  that, given that 
no intentional ,  premeditated launching of war i s  l ikely or feasible during the 
nuclear era, the one serious cause for world war would be the domestic and 
international economic and monetary policies of  "austerity" and " I M F  
conditionalities ."  These monetarist policies are currently responsible for the 
political and military destabilization of large regions of the world and these 
destabi lizations in  turn are increasingly serving to feed further frictions, 
conflicts , and miscalculations in  the already tense relations between the two 
superpowers . 

I f  LaRouche considers Carter's economic policies to be the cause of 
disasters in foreign policy,  mil l ions of voters and thousands of  Democratic 
Party officials share with him the sense that Carter's economic policies are 
the cause of all the domestic disasters they have had to put up with in the last 
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four years . Whether this sentiment will produce a strong 
Democratic Congress and dump Carter will  be seen in  a 
few days at the polls . 

Long-time observers of electoral politics are virtually 
unanimous in their agreement that such a dramatically 
skewed election result, if it occurs, will be a historical 
turning point. It will also be a well-deserved revenge of 
the congressional Democrats against what has been done 
to them between 1 970 and 1 980 by the (nonelected) party 
leadership. This damage to Congress i s  documented 
elsewhere in this issue of EIR . For the first time since 
1 968,  this year's election presents the possibility for 
reversing the dominance of McGovernism and the op
pressive McGovern reforms .  A defeat of  Carter and a 
Democratic victory in Congress next Tuesday would 
virtually guarantee the end of M cGovernite rule. 

Party constituencies versus Carter 
The bitterness and hostility toward Carter from the 

tradi t ional  party constituencies has  been assuming 
massive proportions in the last 1 8  months, and it has 
been mutual. From the beginning of its term,  the Carter 
administration dedicated its efforts to undermining the 
influence of popular constituencies over national poli
cies, especially economic policies. Carter came in  for the 
purpose of "educating," or conditioning, the American 
people to the idea that the age of prosperity, the age of 
un limited opportunity and the American Dream was 
forever over. His po licies resulted in a large-scale and 
growing wave of bankruptcies of American farming; 
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the collapse of the construction industry, whose activi
ties and employment have been reduced by over 20 
percent; the shrinking of the auto industry by 25  to 30 
percent; similar levels of  co llapse in  steel and virtually 
all other traditional mass industries, the historical con
stituency base of the Democratic Party; well before any 
resistance could be organized against M r .  Carter' s  
Friedmanite economic policies , the  Carter administra
tion launched a large-scale terror and intimidation 
program through the Justice Department, the series of 
Abscam, Brilab, Pendorf and other entrapment and 
slander operations which have targeted over 1 00,000 
people, each an important member of the regional and 
local constituency machines that make American poli
t ics (and economics) work . 

So, a war has been going on between Carter and the 
traditional party constituencies for four years . As a 
result, this year's Democratic National Convention was 
attended by less than 10 percent of the party's congress
men and senators, with most of those who did show up 
departing after the second day of the convention when 
it became evident that it would not be possible to have 
the convention delegates released and thus have an 
"open convention ."  

Meanwhile, most Democrats up for reelection made 
it clear that not only they would not campaign for 
Carter, but they would prefer it if he did not campaign 
for them . A rarity has occurred: party candidates are 
refusing to ride on the coattails of  their presidential 
candidate-who happens to be the incumbent. Virtually 
all the Democratic congressmen from the South are 
refusing to campaign for Carter, but only a few of them,  
such as Mayor Ferrer of Miami ,  have sa id  so publicly. 

Up until the National Democratic Policy Committee 
opened fire against Carter publicly, the Democratic 
opposition to Carter was conducted quietly and private
ly. Expressing that sentiment at the time was a spokes
man of the H ouse Democratic Campaign Committee 
who preferred to remain anonymous: " Most congress
men will keep their distance from Carter and hope that 
people will remember their congressman and take out 
their frustration on the head of the ticket . M any sena
tors up for reelection also believe that close association 
with Carter will hurt them ."  

NDPC focus 
Given that 1 0  days before the election Carter was 

lagging four percentage points behind Reagan, the 
strategy adopted by the Carter campaign organization 
is pivoted on two efforts: a dramatic augmentation of 
vote fraud capability, euphemistically code-named "Op
eration Big Vote," and a frantic attempt to get the 
hostages home either by means- of capitUlation to Kho
meini or by the risky appl ication of some sort of 
violence. A return of the hostages before Election Day 
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was calculated by Carter campaign strategists to be 
worth two percentage points at the opinion polls .  Any 
remaining vote advantages of Governor Reagan are 
expected to be taken care of by outright vote fraud 
operations,  especially focused in  the critical swing states 
of  Pennsylvania,  Ohio,  Florida, M ichigan, I l l inois,  Tex
as, N ew Jersey, and New York .  

I f  Carter carries even four of these states, i t  is then 
possible that under certain ci rcumstances he may win 
the election despite Reagan's overwhelming superiority 
west of  the Mississippi .  I ronically, recent days have 
indicated increasing electoral activity, sponsored by the 
N ational Democratic Policy Committee, under the slo
gan " Elect a Democratic Congress and Dump Carter," 
in the cities o f  Philadelphia, Cleveland, Detroit, Chica
go, and Houston .  

This  sort of deployment is probably the most classic 
case of "minimum effort for maximum result ."  The 
postwar patterns of every presidential election year have 
shown that no Democratic presidential candidate can 
carry the states of Pennsylvania,  Ohio, M ichigan,  I l li
nois, and Texas unless he secures pluralities ranging 
from 1 50,000 to 300,000 votes in the particular cities 
mentioned above. If the N D PC succeeds in keeping 
Carter' s pluralities below these threshold levels while 
electing Democratic congressmen, Carter will lose the 
election . 
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I n  a certain ironic sense, the Democratic Party as a 
constituency party wi l l  have a better chance of surviving 
a Reagan presidency than it wil l  of surviving a second 
Carter admi nistration at this point .  Many trade union 
officials ,  farm leaders and congressmen i nterviewed and 
consulted by £1 R have expressed grave concern that i f  
Carter gets reelected, the  top two items on his  domestic 
agenda will be a) take revenge against those Democrats 
who either opposed him or fai led to support him and b) 
escalate dramatically the Abscam and Brilab operations 
of the Justice Department. The combined effect wi l l  be 
the terminal  gutting of the party as a constituency
based organ ization .  

A possi ble Reagan admin istration  on the  other 
hand, i s  displaying ironies of its own.  In a nutshell , 
those ironies can be summarized as fo llows: i f  Reagan 
wins ,  there wi l l  immediately fo l low a rather large fac
tional explosion withi n the broad and diverse coaliti on  
that now constitutes the " Reagan camp."  The follow
ing principal constituency-based forces are now heavi ly 
represented i n  that camp: the grass-roots national i st 
movement which secured the governor's victory during 
the primaries; farmers and export-oriented agricultural 
i nterests; local and regional power machines threatened 
by Abscam and related operations;  tradit ional  ethnic  
minorities frustrated with Carter's various foreign poli
cies;  the Teamsters ,  overtly, and other organized labor 

As allied forces of Iraq, the exiled Iranians, and 
other Arab countries have moved to bring about the 
removal of the Khomeini obscenity in Iran, the Carter 
administration shamelessly moves to conduit strategic 
support to a Khomeini regime still perpetrating what 
are tantamount to acts of war against the United 
States. Moscow is also supporting Khomeini. Libya, 
Syria, and North Korea, as well as the Carter admini
stration client government of Zia's Pakistan are con
duiting military aid to the beleaguered Khomeini 
"Jacobin terror" regime. 

Moscow's relevant policies are currently being 
directed with prominent involvement of the Soviet 
Communist Party's foreign intelligence "think tank," 
IMEMO, and the Soviet KGB of General H. " Kim" 
Philby. Philby's father was a founding field executive 
of the Arab Bureau, and the younger Philby conduct
ed an important operation for SIS's Arab Bureau in 
the Lebanon-Syria region immediately prior to his 
leap into Moscow. Philby's known policies today are 
congruent with those of British SIS's desired deploy
ment of the Soviet Union to the present date. IME· 
MO, which created the U.S .  Communist Party-linked 
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power centers, covertly, who are trying to fight back 
again st Carter ' s  Bri lab; and a large straightforward 
anti-Carter component which has no  particular sympa
thy for many of Governor Reagan's current po licies, 
most notably his  known commitments to M ilton Fried
man-style monetarism and his tight-credit i nclinations. 

The mix of  constituency sentiments behind Gover
nor Reagan is  thus explosive. It  is highly unli kely that 
the Kissinger-Bush-Max Fisher grouping of  advisers, 
dominant in the Reagan camp s ince the nomination of 
George Bush, will be able to r ide this particular t iger 
should Governor Reagan become the President-elect. 
The key issues that wi l l  come to the surface for resolu
tion wi l l  be, first of al l ,  the matter of credit po licy, 
export pol icy ,  industrial revival ,  effective national secu
rity, and the areas in  which these concerns overlap. The 
constituencies' c lamor for bo ld  advances toward a per
spective for prosperity, wi l l  p lace Governor Reagan's  
al lusions  to Frankl in Delano Roosevelt into a perspec
tive that it i s  doubtful he h imself i ntended . 

Under such circumstances, a Democratic majority in  
Congress, elected on the bas is  of opposition to Carter 
and based on the large constituencies' opposition to 
Carter's programs, has a better chance of doing the 
nation  some good and keepi ng the Democratic Party 
alive, than under any possible circumstances in a second 
Carter administration .  

U.S.A.-Canada Institute, i s  a British intelligence and 
policy-making center, shaped to its present form in 
association with Philby associate Maclean. 

What is presently occuring is a headlong rush 
toward a "controlled confrontation" between U.S.A. 
and Soviet forces in the Middle East, as prearranged 
in effect under the terms of the rotten agreement 
between Moscow and the Carter administration. The 
included objective is cutting of substantial portions of 
the world's Middle East petroleum supply. 

This is not to imply that Mr. Carter is allied 
otherwise with Mr. Brezhnev. It is an adversaries' 
partnership, a deal whose understood objectives in
clude imposing economic disaster upon U.S .  allies of 
continental Western Europe and elsewhere, as well as 
the most massive petroleum hoax against the Ameri
can economy and people to date. Mr. Carter's and 
Mr. Brezhnev's administrations have strongly differ
ing reasons for participating in the rotten agreement 
for "controlled confrontation ."  The agreement is op
erational nonetheless, and is downright evil as well as 
violently contrary to the most fundamental interests 
of the United States and its allies . 
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The Carter family's trashy record 
by Konstantin George 

A nearly four-year accumulation of  cold,  hard facts tell s  
the story of  the Carter Presidency . With the possible 
exception of  President James Buchanan, where h istorical 
documents prove Buchanan was over his head in  conspir
atorial dealings to shatter the Union,  the Carter Presi
dency goes on record as the worst in American history. 

The first basic mooring point in  defining the qual ity 
of any chief executive is the level of  moral qualities 
associated with that particular head of state and his 
closest associates , family or  otherwise. 

One couldn't ask for a better initia l  vantage point to 
fathom the stench of the trash now occupying the White 
House. 

Examine Jimmy Carter's family .  Brother Bi l ly 's  dirty 
business and bribery dealings with the same radical 
Libyan leaders all ied to the Ayatol lah Khomeini ,  who 
finance murder and international terrorism , though well 
known, does not constitute some errant b lack-sheep-of
the-family mode of behavior. 

Billygate i s  but one component of  Carter Familygate. 
Meet the Carter family :  

Jimmy Carter ' s  sister, Ruth Carter Stapleton, is a 
quack se lf-procla imed " faith hea ler ,"  who traipses 
around the Middle East on j unkets paid for by her 
"friends," the sam e  radical Arabs who are making broth
er Billy rich . 

J immy's son, Chip Carter, a publicly acknowledged 
habitual pot smoker, as a member of the First Family 
has the privilege of smoking the i l legal and mind deform
ing substance under the observation of  his Secret Service 
protection. 

J immy's other son,  Jeff is  the subject of a Senate 
Judiciary Subcommittee investigation concerning his  
possible establishment of  a Phi l ippine connection to bai l  
out the Carter family's  financially troubled peanut ware
house. 

Brother Billy, as recently revealed by Sen. Robert 
Dole, has two of his chief business associates, George 
Belluomine and Robert Sprague under Justice Depart
ment investigation for drug running. 

J immy's s ister Gloria's son,  has served time in j ai l , 
convicted of armed robbery . 

The immediate "Georgia Boys" circle brought into 
the White H ouse with the Carter family trash , are an 
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equally venal bunch, having in  common with Carter 
and his administration the quality of slavish subservi
ence to the powerful , international drug money-based 
financial interests whose pol itical vehicle, the Trilateral 
Commission,  estab lished the Carter administration.  

Carter, M ondale, and the Carter cabinet read l ike a 
who's  who of the Trilateral Commission .  The Carter 
administration has done more to ensure the widest 
proliferation of  mind-destroying drugs than all previous 
administrations combined. 

Carter ' s  self-proclaimed "closest associates " make 
no secret of  being kingpins o f  the drug lobby. Meet the 
people Jimmy Carter calls his  friends:  

Jimmy's "closest friend," Peter Bourne, is  the Carter 
family psychiatrist . Bourne is a loud public advocate of  
drug use .  Carter app o i nted h im to head the White  
House Office on Drug Abuse Policy. Bourne's earlier 
experiences before he teamed up with Carter in 1 970, 
included helping the Haight-Ashbury Drug Clinic in 
San Francisco , which retooled burned-out victims of  the 
drug counterculture into radical, politicized proto-ter
rorists. 

• Hunter Thompson was a former "political corre
spondent" for Rolling Stone magazine.  We quote this 
drug freak: " Both Carter and his wife have always been 
amazingly tolerant of my behavior . . . .  I have never 
made much of an effort to adj ust my behavior in front 
of  them ."  

• Carter campaign  di rector and  former Whit 
House Chief of  Staff Hamilton Jordan was accused of  
sniffing cocaine in a New York disco . 

• Tim Kraft, Carter's reelection campaign director, 
was forced to resign because of  charges involving two 
separate instances of cocaine sniffing.  

Carter's operatives 
Ham Jordan was quoted, as recently as this past 

week , as saying he considers l imited nuclear war an 
"excellent way" of uniting the country around Carter. 
Man-of-peace Carter believes in the feasibility of so
called l imited nuclear war with the Soviet Union,  having 
made such policy official U . S .  doctrine through Presi
dential Directive 59 signed in July 1 980. 

As White House Legal Counsel, Carter appointed 
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Washington lawyer Lloyd Cutler. Since his appointment 
Cutler has written innumerable op-eds from his White 
House perch,  ca l l ing for the abo l it ion  o f  the  U . S .  
Constitution .  

The Carter purges 
Cutler's writings and Carter's actions are identical . 

Under Carter, the Bi l l  of Rights has been de facto 
rendered null and void. The Carter Presidency has been 
a four-year declaration of war against America' s  union
ized workers and their friends in  business and politics
the machinery that makes America work .  

Under the pretext of  "combatting white col lar crime 
and labor racketeeri ng , "  Carter ' s  rule has set in to  
motion a campaign by the Department of Justice that 
has unleashed an army of hardened criminal s  to carry 
out entrapment, blackmail ,  extortion ,  bribery, and mur
der-all directed against the leaders of America ' s  con
stituency-based political machines . 

Carter' s  thug perpetrators go scot free. The victims 
are framed, indicted, convicted, and jai led,  with the 
Constitution-the law of the land-contemptuously 
tossed aside. 

Carter Justice Department scam operations such as 
Abscam , Brilab, and Pendorf have targeted the pol iti cal  
enemies of  the Carter gang . The s lavish adherence of  
the Carter gang to  the  dictates of  the international drug 
financiers' lobby and goal of  that lobby to destroy 
American society, make clear how only a mass reign of 
terror can hope to enforce such goals .  

Those targeted include elected union officials,  city 
counci lmen, mayors, and corporate executives .  A spe
cial critical feature of  th is  Carter reign of  terror has 
been the systematic purging of respected Democratic 
leaders of Congress throughout the past decade, culmi
nating in Abscam . Since Carter's inauguration, the 
Department of Justice has attained 1 8 ,000 white collar 
crime convictions,  compared to almost none before 
1 976 .  For every conviction, three indictments; over 
50,000 tota l .  Over 1 00,000 constituency leaders, repre
senting tens of mil l ions of voters have been destroyed in  
the four years of  Carter . There have been more pol itical 
convictions, trial s ,  arrests, than under Stal in ,  and all 
under the name of "human rights . "  

H alfway t o  1984 
With his reign of terror, Carter is halfway toward 

consolidating a dictatorship . Under Carter, the govern
ment-within- the-government structure required to im
pose a dictatorship has been establ ished . The facts: 

• In 1 975 ,  Tri lateral Commission member Samuel 
Huntington wrote a study for the Commission entitled 
Crisis in Democracy. The study called for the end o f  
"unl im ited economic growth" and terminating "the 
indefinite extension of pol i tical democracy ."  That 's  
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Harvard for totalitariani sm .  
• I n  J anuary 1 977 ,  the  Trilateral Commision be

came the U . S .  government, with Huntington posted to 
the NSC under Brzezinski to put the study into action . 
He authoied Presidential Review Memorandum 32 .  
PRM 32 establ ished a Federal Emergency Management 
Agency. In an emergency, such as a Middle East oil 
cutoff or other pretext, FEMA assumes complete dicta
torial powers over the nation .  

The  FEMA "government within a government" 
reorganization shut out the Pentagon and Joint Chiefs 
of Staff from involvement in national emergency action.  
Al l  such functions were centralized under the director 
of FEMA.  Under the provisions of Carter 's  executive 
order ignored by the Congress, the director of FEMA, 
appointed by the President, maintains total control over 
all federal agencies involved in crisis management from 
his  chair on the  N ational Security Counci l .  

The provisions of  the Carter J u n e  1 9 , 1 979 Enabling 
Act do not end there . FEMA is  also authorized through 
its status within the N SC to participate in advance 
planning and cris is  m anagement of terrorism together 
with the Working Group on Terrorism of  the Special 
Coordinating Committee of  the NSC.  

For the pos t  of FEMA Director, Carter chose John 
W.  M acy, to the public, a total unknown.  Macy's  career 
had three recent stages of  note. From 1 96 1  to 1 969 , he 
was based at the White House as Special Assistant to 
the President for search and evaluation of candidates 
for presidential appointment. From 1 969 to 1 972 ,  he 
was President of  the Public Broadcasting Corporation, 
closely tied to the British Broadcasting Company, that 
is ,  British intelligence. The BBC's  role in  aiding Kho
mein i ' s  rise to power, through vituperative Persian
language pro- M u s l i m  fun damenta l i s t  broadcasts ,  is 
wel l-documented . 

The third recent chapter of M acy's b iography pro
vides a special touch on ly to be found in  Carter appoint
ments . Directly before his appointment to head FEMA, 
M acy, as a "project m anager" for Publ ic  Sector M an
agement contracts was under contract to the govern
ment of-you guessed it, Iran . 

Carter's international allies 
I n the same spirit  that governs Carter' s  domestic 

devastation policies, his administration has systemati
cally sought to undermine the industrial nation allies of 
the U nited States, and the oi l-producing nations who 
together make the world economy work, to the extent it 
does, in spite of  Carter policies . 

I n  this undeclared war waged against our Western 
European al l ies and Japan, Carter's assault has centered 
on seeking to di srupt and manipulate the West's oi l  
flow from the Middle East in  true thug and blackmail  
fashion .  
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Billy and Jimmy on the 1 9 76 campaign trail 

The paradigm of this thuggery pol icy is the Carter 
al l iance with Khomein i  and Qaddafi .  I n  having forged 
this al l iance, Carter is  gui lty of treason . The facts : 

• Carter pol icy governed the overthrow of the Shah 
and the installation of the Khomei n i  regime .  

• Carter a l ly  Khomein i  shut  down I ran ' s  o i l  produc
tion ,  setting off a Carter- libya- Iran price caper that 
doubled the price of  oi l  i n  less than a year . 

• As State Department documents leaked to the 
press have revealed, Carter k new ful l  well that U . S .  
diplomats in  Teheran were go ing  to  be taken hostage. 
Carter did nothing.  

• The hostage seizure by Khomein i  and the mul lahs, 
the fundamentalist pals of J immy and Billy's Libyan 
buddies, saved Carter from certain defeat i n  the primar
ies and an assured one-term Presidency, because Carter 
cynically manipulated the situation  involving 52 Amer
ican l ives for nearly a year to suit his electoral needs .  
Just  before the New H ampshire primary vote, the  April 
1 Wisconsin primary, and now again on  the eve of  the 
e lecti o n ,  the " hostages to be set free" stor ies  have 
surfaced. 

The al l iance with Khomeini i s  the norm for Carter 
foreign policy.  Carter has consi stently all ied with the 
declared enemies of the U . S .  The facts: 

• Red China has publicly sworn to maneuver the 
United States into a nuclear war with the Soviet Union 
that would destroy the  U .S .  Carter abandoned Taiwan, 
turned the traditional U . S .  ' emphasis on Japan and 
South Korea upside-down, and em braced Chi na .  

• Carter the liar and hypocrite, the  apostle of so-
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called human rights, has al l ied the United States with 
the People's Republ ic of  China and China's  Cambodian 
puppets, the forces of Pol Pot. 

The U n ited Nations estimates confi rm that Pol Pot, 
with China 's  blessing and active assi stance,  murdered 
four mi l l ion Cambodians .  J immy Carter em braced the 
perpetrators of that ho locaust. 

• For J immy Carter, anything to please these Asiat
ic Hi tlers and Eichm anns .  But nothing for U . S .  all ies 
Japan and South Korea . One of Carter's  fi rst acts in  
office was to ca l l  for total t roop withdrawal from South 
Korea, leaving Korea to fend for itself against a Chi
nese-backed North Korean invasion .  

Total withdrawal was blocked by  Congress, but Kim 
II S u ng remembers Carter ' s  generos i ty . Kim wants 
Carter reelected . H e  just offered Carter a "peace treaty" 
for Carter's  second term , if Carter completes the pull
out.  

The longer Carter remains i n  office, the worse it 
gets. exponential ly .  Carter's  biggest crime on the scale 
of human destruction is occurri ng now.  H i s  refusal to 
commit any U . S .  food aid in the requisite amounts to 
stave off mass famine in East Africa means-and Carter 
knows thi s-that he has al ready in  effect sentenced to 
death thousands  of Afri cans  every day . If Carter 's  
pol icy contin ues. mi l l ions are condem ned to die .  By the 
time of the next inauguration ,  the worst genocide in 
history wi l l  be underway . 

The han dwrit ing.  drawing the grim 1 98 1 - 1 984 world 
body count if Carter stays in office, even if we avoid 
nuclear war, is on  the wa l l .  
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The record of economic sabotage 
by Kathy Burdman 

The presidential  admini stration of J immy Carter has 
carried out a clear and consistent economic program for 
the United States, contrary to widespread charges that 
Carter has fumbled the economy badly . The Carter 
administration has, in fact, proceeded deliberately, and 
succeeded, with its objective of reducing American con
sumption and standards of l iving, scaling back produc
tion,  and phasing out the U . S .  dollar as the international 
currency . 

Jimmy Carter is now attempting to sell h imself as the 
candidate of labor, the candidate of the average hard
working American family ,  who will protect the economy 
from the threat of Republican austerity .  On Carter 's  own 
record, and the deliberate intent of his  appointee Federal 
Reserve chairman Paul Volcker, this is  an insult to the 
American voter. No other candidate in this election or in  
any previous U .S .  presidentia l  election in memory has 
either publ icly advocated or implemented the level of  
tight money and economic triage already achieved by 
J immy Carter . 

The intent 
From the day of his inauguration ,  Carter has i nsti

tuted in particular a direct attack on the personal 
consumption of the American population ,  as openly 
called for by Fed chairman Volcker. "The standard of 
l iving of the average American has got to decline," 

Volcker told Congress frankly on October 8,  1 979 .  This  
is precisely what has occured. 

Volcker moved immediately after this statement to 
implement his "October package" of "voluntary" credit 
controls and a tightening of Federal Reserve credit that 
within months l ed to a doubling of  the prime interest 
rate from I I  percent to 20 percent, a post-war record, 
cutting off credit to whole segments of  the U . S .  econo
my. In particular, consumer credit,  even after taking 
inflation into account, plummeted by 1 0  percent during 
the period from December 1 979 to this June, as the 
credit controls were applied selectively to consumer 
spending.  

Although six mil l ion Americans were then out of  
work,  on Oct .  9 J immy Carter endorsed Volcker's 
statement with gusto . "The No. I threat to our national 
economy is inflation ,"  he said  in a nationally televised 
press conference. "So  whatever it  takes to control 
inflation ,  that's what I will do . "  

As a direct result, between December 1 9 19 and now, 
Americans' real disposable income, the cash which 
fami lies actually have left to spend after taxes and 
inflation are taken out, has plummeted by $26 bil l ion 
( Figure I ) . With Volcker 's  latest round of renewed 
interest rate hikes since August of this year, there 
appears to be no floor for personal income in sight .  

Simultaneously, U.S .  unemployment has  soared to 
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over eight million, by the administration' s  official fig
ures (Figure 2). U nemployment in  the automobile in
dustry alone has rocketed to almost 200,000. Total 
employment in the industry fel l  from 900,000 workers 
in 1 978 to below 750,000 this year, and i s  projected to 
fall  to 525 ,000 or less by administration officials in the 
Department of Transportation by 1 982  ( Figure 3) .  

This  may be the t ip of the iceberg . Real  unemploy
ment is  estimated by EIR at closer to 1 0  percent, or in 
excess of 10 mil l ion workers, when so-called discour
aged workers who are temporari ly not seeking employ
ment, and thus have been left out of U . S .  Department 
of Labor statistics, are counted back in .  If  additionally 
the total number of workers dropped by such methods 
over the past four years are included back into the 
statistics, unemployment rises to 1 5  percent. 

War by inflation 
Carter claims his measures were j ustified "to fight 

inflation,"  which he stated was a major goal immediate
ly upon taking office . In his much publicized "Anti 
Inflation Speech" of October 24, 1 978 ,  Carter declared 
"war on inflation" and called for a "time of national 
austerity" to fight inflation . 

The result: consumer prices have risen through the 
roof by over 40 percent since Carter's 1 977 inauguration 
(Figure 4 ) . Inflation is now predicted to continue at 
double-digit levels "for the foreseeable future" by top 
Wall Street economists . 

Carter ' s  interest rate squeeze has in fact been a "war 
by inflation" against the U .S .  economy.  By raising 
interest rates to 20 percent levels ,  the Carter Fed created 
a permanent, double-digit annual inflation, first, be
cause borrowing costs must be added to all  production 
costs, and second, because production itself is slashed 
as American consumers are stripped of buying power. 

This downturn of production is  in  fact the deliberate 

aim of the Carter administration, which publicly stands 
for zero economic growth ,  and has called for the 
"sunset" of America's basic heavy steel,  auto, housing, 
and other consumer-related industries . 

It is America' s  consumer industries that will  be the 
first to go, in  line with Volcker 's  dictum that living 
standards must fal l .  

American bas ic  auto production,  the motor of the 
economy, is down in the third quarter of this year to 
only 4 . 2  mi llion cars at a n  ann ual rate, less than ha lf  
the 1 1J 7 h ann ua l rate f F igure 5) .  U .S .  housing starts 
have col lapsed by over 25 percent since the beginning 
of 1 978 ,  and the current new interest rate squeeze "will 
kill  off the market" even further, according to the U . S .  
League o f  Savings Associations (Figure 6) .  

The bas ic  U . S .  steel industry, backbone of the U .S .  
economy,  h a s  experienced almost a 50 percent produc
tion decline during Carter's  administration to date . 
Steel depends on auto and housing for over a third of 
its own market ( Figure 7) .  

The American steel industry wi l l  shut down more 
than 1 5  percent of its total capacity between now and 
1 988 ;  it has already lost 1 2  million of the 1 50 million 
tons of capacity it had in 1 978  (Figure 7) .  The actual 
rate of attrition of capacity could be larger without a 
short-term recovery in capacity util ization , which has 
fallen from more than 90 percent last year to a projected 
average of 7 1  percent during 1 980. Steel industry esti
mates have stated that $5 billion of investment annually 
is required merely to maintain the condition of existing 
capacity; yet the industry will barely raise $2 .5  bil l ion in 
investment capital this year,  or half of replacement 
costs.  

Agricultural net income is proj ected to fall by 25 
percent below 1 979's  level, from $3 1  bi l lion last year to 
between $2 1 and $27 billion, according to the U . S .  
Department of Agriculture. The Carter administration's  

4. Consumer price index 
1 967 = 1 00  

5 .  U.S. auto production 
Annual rates 6. Housing starts 

240 

220 _ _ _ _ __ ____ _ _ _ __ _ 

200. _ _ _ _ _ _  _ 

180 � _________ _ 

1977 1978 

28 Special Report 

1979 1980 

(mil l ions of units) 

8 

6 

4 
IV I I I  I I I  IV I I I  I I I  

79 80 

Seasonally adjusted at annual rate 
(millions of units) 

2.0 

1 .5 

1 .0  

0.5 
1978 1979 1980 

EIR November 4, 1 980 



pol icy toward the farm sector, including the postpone
ment of $35 bil l ion in water projects, unfavorable terms 
of agricultural credit, the useless grain embargo against 
the Soviet Union, and the escalation of energy costs to 
the farm sector have al l  resulted in an attrit ion from 
agriculture of 2,000 farmers per  week .  The results of 
these b lows against agriculture have al ready appeared 
in a higher food price component in  the producers' 
price index and promise to be a long-term contributor 
to 20 percent-plus inflation .  

I ndicating how severe the depression in  the farm 
sector is for the adjoining sectors of the American 
economy is the present situation in the agricultural 
equipment industries . Sales of tractors are down by one
quarter in unit terms, although inflation has made that 
drop much smaller in dol lar terms .  Conditions are set 
for severe l iquidity problems in the farm implement 
sector.  One of the five largest producers, Massey-Fer
guson, is already in l iquidity trouble, and the sector as 
a whole has been shut out of the market for long-term 
bonds since August . 

U.S.  international standing 
Much of what has been done to the U . S .  economy 

by Carter and VoIcker has been j ustified on the basis of  
"protecting the U.S .  dollar" by high interest rates to 
attract foreign capital inflows. I t  should a lso be noted 
that, on this logic, U . S .  interest rates are now headed 
up again with no clear cei l ing.  Since August (Figure 8) ,  
the prime has begun to rise again from the summer's 
low of II  percent to the current 14 percent.  Leading 
Wall Street economists, such as Bear, Stearns's Law
rence Kudlow, project a prime of 1 6  percent or higher 
by the end of the year to be fully possible .  

Considering the severe shock to U . S .  basic industry 
engendered by Volcker's 1 979-80 round of rate h ikes, 
the rate of decl ine of  U . S .  industry when hit a second 

time in  a row wil l  be almost incalculable by standard 
measures. 

I n  spite of  its deleterious effects on the economy, 
Carter's interest rate policy has been a total fai lure with 
the U . S .  dollar.  Since Carter took office, not only have 
gold prices soared by over 600%, from the $ lOO-an
ounce range in  1 976 to over $700 recently (Figure 9), 
but the dollar ' s  value against foreign currencies has 
plummeted, turning the U . S .  into a tourist Mecca for 
vacationing West Germans,  J apanese, and other " hard 
currency" countries' citizens (Figure 9 ) .  

The  U . S .  dol lar 's  fall against the deutschemark, 
from its 1 976 Carter inaugural levels of 2 . 3 6  OM per 
dollar, has been precipitous-a 22  percent decline to the 
$ 1 . 8 5  level .  The dollar has p lummeted against the 
Japanese yen ' s  1 976 value of over 290 yen per dollar to 
a current level of 207 yen per dollar, a fal l  of  29 percent .  
Predictions are for levels of 200 yen or  worse by early 
next year, foreign exchange traders say . 

Not only has the Fed not saved the dollar thus far
it has no prospect of doing so in  the future, no matter 
how high the rates and how low America's production 
levels si nk .  

Given the  fact that inflation i s  sti l l  taking off in the 
U . S . ,  and is  beginning to fal l  in Europe and Japan, 
where the economies are headed into a recession, fears 
of a renewed dollar crisis have recently been voiced by 
the financial community. 

"The Fed has lucked out so far ," said Bear, Stearns ' s  
Lawrence Kudlow last  week .  " It 's  been coasting on a 
strong dollar.  We haven 't  had any serious dollar crisi s  
yet .  The dollar may break soon . Inflation i s  headed 
down in our competitor countries of Europe and Japan, 
and up here . Then, we get real dollar problems ."  While 
EI R is not forecasting a dollar crisis at the moment, the 
point is clear: Carter 's  policies are responsible for the 
dollar's demise to date, and any in  the future. 
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Carter's drug record: the Inferno 
by Nora Hamerman 

Nora Hamerman is editor-in-chief of the national maga

zine War on Drugs . 

A J une 1 980 report issued by the National Institute 
on Drug Abuse, reporting a national survey on drug 
usage for 1 979, documents the fol lowing shocking results 
after three years in office of the Carter administration:  
"Two-thirds of young adults (68 .2 percent), three in  ten 
youth (30.9 percent), and one-fifth of older adults ( 1 9 .6  
percent) report having ever used marijuana ."  Over 50 
percent of these users had smoked marijuana during the 
month they were interviewed, most reporting a pattern 
of usage of five days or more during the month . More
over, the largest recruitment period was shown to be the 
high school age, when marijuana usage increased four
fold between youth ages I 2 to I 3 and ages 1 4  to 1 5 . 

It is not accidental that under the Presidency of 
Jimmy Carter, America has gone this far down the road 
toward becoming a nation of pot-smoking zombies. The 
stink of drugs has hung over Carter and his family since 
the days in 1 976 when he attended " fundraising" con
certs given for him by the Al lman Brothers band, mem
bers of  which were convicted on cocaine charges . Carter' s 
chief of staff, Hamilton Jordan, was acquitted last year 
of accusations that he snorted cocaine at New York's 
Studio 54, but it  was never explained what the President's 
top aide was doing in  the notorious hangout of  the dope
consuming jet set in  the first place. Carter campaign 
manager Tim Kraft took a " leave of absence" after it  
was divulged that he was under investigation on at least 
two cocaine usage charges in  September 1 980.  

Like the downward progression of infernal circles in  
Dante's He l l ,  such personal immorality on the  part of  
J immy Carter and his family and close associates is  
inexorably l inked to a deeper source of evi ldoing.  In  the 
Commedia of Dante, the soul journeys downward past 
the sinners who refused to give up their obsessive sins of 
l ust, gluttony, and rage, to the l ower circles of crimes of 
violence (murder, vandalism, and theft), and final ly with 
a sickening lurch into the domain ruled by hypocrisy, 
where sinners are punished for the endless varieties of 
fraud they have committed-the malebolge dominated 
by economic s ins .  The u lti mate root of evi l ,  in the icy pit 
of hel l ,  is treason. 

Over the past several months, the editors of War on 
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Drugs have catalogued the crimes in high places that 
have led our nation into the current drug epidemic. 
Although the list of names of the guilty spans across 
pol itical parties and nations, one conclusion has been 
inescapable: the prodrug lobby would never have come 
to its present position of dominance in our national l ife 
without the continual ,  open complicity of the Carter 
White H ouse. The Carter record on dope is so unequi
vocal in its service to the international drug-running 
cartel 's  policy aims,  that this issue alone would be suffi
cient to impel the American public to drive J immy Carter 
out of the White House.  

Backed decriminalization 
In his first (and only) speech to Congress on drug 

abuse, delivered in A ugust 1 977,  J immy Carter stated: 
" Penalties against possession of a drug should not be 
more dam aging to the individual than the use of the 
drug itself; and where they are, they should be changed . 
Nowhere is this more clear than in the laws against 
possess ion of marijuana in  private for personal use. 

"Therefore I support legi slation amending federal 
l aw to eliminate all federal criminal  penalties for the 
possess ion of up to one ounce of marijuana ."  Even 
though the accumulating indictment of the extremely 
damaging m edical effects of marijuana has caused many 
former advocates of " decrim" -like former National 
Institute of  Drug Abuse head Robert DuPont-to 
retract thei r pro decriminalization stance, Carter has 
never wavered in this stand or attempted to justify it .  I n  
1 980, h e  was the only presidential candidate who refused 
to reply to a National Anti -Drug Coalition question
naire on drug policy, submitting the same 1 977 speech 
as his " ful l  position . "  

Carter's stand in  favor of  national decriminalization,  
which happily has not yet been enacted, is the product 
of a campaign by NORM L to ful ly legalize marijuana .  
Upon tak ing office in 1 977 ,  he brought i nto the admini
stration the following advisory board members of  
NOR M L :  M athea Falco, assistant secretary of  state for 
I nternational Narcotics Matters ; Dr.  Peter Bourne, 
White House adviser on Drug Abuse; Dr. Thomas 
Bryant, head, Pres ident's Commission on Mental 
Health; Dr . Normal Zinberg, consultant to the National 
I nstitute for Drug Abuse . 
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To the shock of State Department veterans in  the 
field, Falco immediately began to prepare the ground 
internationally for U . S .  decriminal ization .  In February 
1 977, less than a month after Carter was sworn in ,  Falco 
and Peter Bourne attended the Geneva meeting of the 
United Nations Commission on Narcotic Drugs . Rep
resentatives of the U . N .  member countries were shocked 
to find  that the two senior officials  of the U nited States 
(the largest contributor to the U . N . ' s  Fund for D rug 
Abuse Control) were tel l ing representatives in private 
meetings that the decriminalization of m arijuana was 
supported by the new administration . Bourne and Fal
co's actions were viewed as a direct violation of the 
U . N .  Single Convention on N arcotic Drugs of 1 96 1 ,  
and its 1 972  Protocols, which strictly require participat
ing countries to outlaw the cultivation of all psycho
tropic drugs except for controlled medical purposes . 

" Decrim's" record ful ly supports the contention of 
the National Anti-Drug Coalition that it is  legalization 
by another name. In  New York State alone, a 1 978 
official report showed that heavy m arijuana use in 
public school grades 7 to 1 2  h ad increased by 300 
percent since the decriminalization of the drug 1 8  
months earlier. 

Both the New York report, issued by the State 
Substance Abuse Service, and the previously cited 
N I DA report show quantum leaps in  cocaine consump
tion among youth during the same " decriminalized" 
period-indicating the correlation between marij uana 
and other drugs of abuse that the "pot" lobby has 
always denied. The New York report showed a 1 0  
percent experimentation rate with cocaine for the grade 
7 to 1 2  group. The N I D A  study showed that from 1 977  
to  1 979,  the  same period of almost nonstop scandals 
and rumors of cocaine usage in the White House, the 
group that had tried cocaine went from 1 9  to 28  percent 
among young adults . 

Thus, J immy Carter's much-publicized campaign 
declaration in Brooklyn last Oct. 20 that he planned a 
major offensive against the drug epidemic in five East 
Coast cities, was greeted with bitter laughter by New 
York State citizens .  Not only had Carter in fact not 
allocated a cent of  additional money to drug enforce
ment and viable therapy programs, but his own l iberal 
drug policy had already created the climate in which no 
drug enforcement was possib le !  

Dismantling D EA 
Carter 's  attorney general , Benjamin Civiletti, has 

declared that drug enforcement is a " low priority" for 
the J ustice Department, and narcotics cases prosecuted 
by the federal government have dropped under the 
Carter administration to half their former level .  " Low 
priority" was also the term used by Transportation 
Secretary Neil Goldschmidt in justifying cutbacks in the 
Coast Guard cutter patrols under his jurisdiction that 
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A t the White House with performer Willie Nelson. who says. 
' My boys don ' t  play where they can ' t  smoke dope: 

were formerly deployed to aid the Drug Enforcement 
Administration,  particularly in  stemming the annual 
influx of  Colombian m arijuana,  

The National  Anti-Drug Coalition has launched a 
campaign to make Americans aware of the fact that 
Carter's J ustice Department has cut the 1 980-8 1 budget 
for the Drug Enforcement Administration, the coordi
nating agency created to wage an effective U , S .  "war 
on drugs" earlier in the last decade. Effective Oct. 1 ,  the 
Paris regional office of the DEA was dismantled and its 
leading personnel returned to Washington .  It was the 
Pari s DEA that had worked with our European al lies to 
crush the " French Connection" source of heroin supply 
into the United States . Reducing it to a mere district 
office is tantamount to declaring a drug war on Europe 
and al lowing free rei n for the reemerging French Con
nection and related refinement and transshipment ca
pabi lities for i l legal drugs destined for U . S .  shores, 

Moreover, the DEA has also been forced to cut 
funds for task forces i n  several U . S .  cities-notably the 
highly successful  one in Philadelpha, one of the cities 
Carter promised on Oct. 20 would benefit from a new 
"program" to stop the drug traffic.  Reached by tele
phone on Oct. 2 1 ,  none of the responsibles in  the White 
House for the drug abuse program knew of any such 
"program. "  The N ational Anti-Drug Coalition de
nounced Carter's "drug war" as a cheap political hoax , 

Dope, Inc. runs foreign policy 
It is  with the Carter foreign policy that we see the 

total dictatorship of "Dope, Inc ."  over administration 
policy. The administration's  contempt for Europe, man-
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i fest in the decision to downgrade the Pari s D EA office, 
is merely logical in the face of Carter's  across-the-board 
backing for the I nternational Monetary Fund, the insti
tution that controls world credit flows and lending 
terms for the developing sector .  

War on Drugs has  documented the  cases of J am aica, 
of Turkey, of Colombia-countries that have been 
forced by the I M F  to turn to drug cultivation under the 
pretext that this would create " hard currencies" for 
international exchange and debt repayment .  With rare 
candor, an article in the London Observer a few months 
back admitted this policy: "In the complicated and 
topsy-turvy world of  international finance," the Observ

er wrote, "the International M onetary Fund is now 
effectively helping those who want to legalize pot. " In  
Colombia, one of the co untry's leading IMF collabora
tors is  banker Ernesto Samper Pizano . He is  also the 
head of the public legalize-marijuana campaign . When 
he paid an extended vi sit to the U nited States last year, 
it was as the guest of the State Department. Mathea 
Falco opened her office to meetings with him to discuss 
making marijuana and cocaine Colombia's two main 
"cash crops ."  

Acceptance of the  I M F's  monetary dictates has 
placed the Carter administration in  league with the 
most notorious outlaws and brigands in the world . The 
administration has allied itself with the Afghani " reb
els" who barter their dope crops for weapons; with the 
Begin government of  Israel , which has been totally 
taken over by organized crime and holds the I sraeli 
population in a reign of terror and corruption;  and with 
the communist rulers of Peking, who sit atop the 
financial and transshipment empire, together with Brit
ish banks, that runs and profits from the Golden 
Triangle opium trade out of Indochina, still the biggest 
and most lucrative in the world . In Italy, Carter is  allied 
with the Craxi-Ied Socialist Party constel lation that 
attempted to legalize heroin twice in the p ast year and 
threatens to destroy that nation with a wholesale free
drugs policy .  

When the State Department and  its mouthpiece , the 
New York Times, advise U . S .  citizens that a Craxi 
govern ment would be best for I taly, they do not tell you 
that one of Craxi 's  closest cohorts, Socialist Aldo 
Aniasi ,  presided as mayor over the transformation of 
Milan into a city with 1 00,000 heroin addicts. In  the last 
year, as health minister, Aniasi has succeeded in  forcing 
Italian pharmacies to dispense methadone, a substitute
heroin drug that has proved in U .S .  experience to 
increase both drug-related crime rates and death rates .  

The records of these "al l ies" of  the Carter admini
stration are not the product of special investigations by 
War on Drugs. These facts ar"e easily accessible in the 
public domain .  The question now is ,  what will the 
American public do about it? 
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Billygate: 
The real record 
by Scott Thompson 

The Carter administration has weathered over a dozen 
scandals, each of a magnitude far greater than Water
gate. The most publicized among these scandals is  Billy
gate. 

At the political core of  Bi l lygate is  not Billy Carter, 
but the administration's  decision to make Libya a U .S .  
client-a client n o w  unified with Syria, a Soviet client . 
Both are running guns to Iran, and running terrorists 
against America's allies in Western Europe. 

At the financial core of Billygate are the Charter 
Company, fugitive financier Robert Vesco , and Armand 
Hammer, the Occidental Petroleum chief who is a long
time friend of Moscow and protege of British Petroleum . 
This is the network implicated in  drug trafficking, hot 
money laundering, and oil market manipulation . 

The Carter White House, Justice Department, and 
National Security Agency actively conspired with these 
elements: 

In B il lygate, White House chief of staff Hamilton 
Jordan ,  the ringleader of Carter's personal "Atlanta 
M afia ,"  was caught negotiating a $ 1 0  mill ion bribe with 
fugitive financier Robert Vesco to quash his extradition 
from the Bahamas.  When nationally syndicated colum
nist J ack Anderson exposed the bribery scheme, the 
J ustice Department launched "Operation Kingfish"-a 
plot to kidnap and kill  Vesco . 

I n  Bi l lygate, National Security Adviser Zbigniew 
Brzezi nski was caught in di rect violation of the federal 
Espionage Act. Brzezinski not only leaked highly classi
fied documents to Billy Carter, but promoted a $25 
mill ion Li byan oil deal with the Charter Company . 

In  Bil lygate, Attorney General Benjamin Civiletti , 
the highest ranking law enforcement officer in the U nited 
States , was caught protecti ng the President's brother's 
involvement with some of the most suspect individuals 
on three continents .  

Why ,  then, has  the Carter White House survived this 
scandal? 

The cover-up 
J immy Carter has carried out the cover-up that 

Nixon was accused of, but never seriously attempted . 
The most important elements of the cover-up were not 
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di rect ly carried out by Carter or his administration.  
They are the result of a deci sion to maintain Carter as a 
mal leable instrument by the same policy-making layers 
in the Council on Foreign Relations who dumped 
Nixon .  

The establishment media-including the Washington 
Post and New York Times, which led the Watergate 
witchhunt-have been virtually silent on Bil lygate . At  
the height of the scandal virtually al l  coverage ceased 
one week before the Democratic convention to assure 
Carter's nomination .  

Thus ,  also , Car l  Bernstei n, the codramatist of  "Deep 
Throat" in Watergate, has openly flaunted his intimate 
ties with Peter Jay, the former British ambassador to 
the Un ited States, and a consultant to the Charter 
Company, a principal in the Libya deals .  

The BilIygate witnesses 
The fingerprints of the administration show up in  

the abrupt si lencing of  four of the main  B illygate 
witnesses . 

On Sept . 3 ,  Frank Terpi l ,  the former CIA officer 
whom Bil ly Carter described as his interpreter in Libya, 
walked out the door of his mansion in M cLean, Virgin
ia, after tel ling his family that he was "just going for a 
haircut ."  A month later Terpi l ,  who was under indict
ment in N ew York and Washington on charges that 
range from i l legal arms deals to conspiracy to commit 
murder, surfaced in a Tripoli , Libya hotel . J ust down 
the hall  from him l ives "Carlos the J ackal ,"  the terrorist 
who Terp i l  has often bragged was his prize student. 

The Sen ate " Bi l lygate" subcommittee, which wil l  
one day rank with the Warren Commission as cut-and
paste whitewashers, accepted Billy Carter 's  statements 
about Terpil at face val ue . As EIR has learned from 
Terpil 's  fr iends, he could not have been Carter' s  " inter
preter ," as he speaks only a half-dozen words of Arabic. 

Terpil  was instead the link between Billy Carter and 
a half-dozen i l legal operations . Among them was a plan 
to use Bil ly's influence to obtain the l icenses to export 
machineguns to Libya, one of Terpi l 's  main customers 
since he was fired from the CIA and opened a business 
sel l ing everythi ng from booby traps to terrorists. 

Terp il was also one of the links between Bi l ly Carter 
and fugitive financier Robert Vesco , al l  three of whom 
have been implicated in a plot now before a New York 
grand jury to free the eight embargoed C- 1 30 aircraft 
purchased by Li bya.  I t  is bel ieved that Terpil and Vesco 
were joint admini strators of a $20 mil l ion s lush fund to 
bribe Wh ite House officials into releasing the planes . 

Despite the fact that Terpil  was under investigation 
by the FBI,  Customs, the Bureau of Alcohol , Tobacco, 
and Firearms, as well as two grand juries ,  orders were 
issued not to pl ace him under full-time surveil lance. 
I ntel ligence sources report that Terpil simply drove 
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In Libya. Billy Carter receiving an awardfrom the mayor of 
Tripoli. 

from his home to Montrea l ,  where he used a fake 
passport to fly to Libya . 

Even more astounding are reports from Terpi l ' s  
former acquaintances, among other sources , that he is  
currently serving as a channel for the White H ouse to 
negotiate the release of the 52 A mericans held by I ran.  
Two weeks ago Terpil admitted that he had even 
enlisted Idi Amin,  the deposed butcher of Uganda and 
another major  client of Terpi l ' s ,  into the hostage nego
tiations .  

The two primary witnesses in  the Senate Judiciary 
Subcommittee probing Robert Vesco's  ties to the Carter 
administration-the only congressional body that has 
shown any aggressiveness i n  Bil lygate-were both in
dicted on charges that appear designed to destroy thei r 
credi bi l i  ty . 

On Sept. 1 5 , R .  L .  Harring ,  the emissary from Vesco 
to Hamilton J ordan in the 1 977 bribery case, was 
indicted for conspiracy to co mmit murder. The indict
ment came down days after H arring was named as the 
chief witness who could corroborate Vesco 's statement 
in this matter. 

According to one congressional staff member, Har
ring was indicted on the basis of secret testimony by a 
member of the Federal Witness Protection Program : 
the same program in which professional con artists were 
hired to entrap those politicians and labor leaders on 
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Carter's  enemies list in AbscamjBrilab-type stings. H ar
ring's indictment stems from Project Leviticus, a Justice 
Department operation designed to reorganize the coal 
industry in the name of combatting "organized crime 
penetration ."  

A double standard 
It is  doubtful, given the Bil lygate record, that a 

single member of J immy Carter's staff would be free 
from jai l  if the same Abscam jBri lab tactics Civilett i 's  
Justice Department has developed were applied against 
the executive branch. 

Instead, James Feeney, the sole member of the 
Federal Witness Protection Program sent on a simple 
mission to tape meetings with Robert Vesco , was him
self indicted on Abscam-related charges on Oct .  2 1 .  
Where the videotapes of Abscam targets have been 
played on nationwide TV, the 63 tapes Feeney m ade of 
Vesco discussing his deals with Billy Carter and certain 
White House officials have been totally suppressed . 

The Billygate record 
The following is a brief condensation of the story 

that the Carter administration has gone to such great 
lengths to suppress: 

• Michele Papa, the go-between for the Libyan 
government in the ini tial  phases of Billy Carter's  recruit
ment, was a notorious member of  the Sicilian M afia .  
Through his Sicilian-Arab Friendship Association,  
whose core members were drawn from the Sicilian 
Separatist M ovement set up by the M afia and I talian 
black nobility, Papa was directly l inked to extreme left
and right-wing terrori sm . 

Among the neo-Nazi groups whom Papa's associ
ates helped found is the Ordine Nero (" Black Order") ,  
whose members carried out the bombing of the Bologna 
train station this August in which 83 people died. 
During Billy Carter's first trip to Libya in September 
1 978,  Papa carried out secret negotiations with PLO 
representatives in  Tripoli to whom he offered a small 
volunteer army . 

• Raymond M ason, who offered Bil ly Carter a $25 
million commission for Libyan crude oi l  that former 
Libyan intel ligence sources report was already paid to 
him, engineered the takeover of  a Bahamas refinery to 
process this oil in  a series of  secret meetings.  

Mason met with Ahmed Shahati ,  the unofficial 
"foreign minister" of  Libya, on a U . S .  tour sponsored 
by Billy Carter and former U . S .  Sen . J. Will iam Ful
bright .  A few days after Mason met with Billy's Libyan 
friends, he flew to the Bahamas to discuss financing for 
the takeover of Carey Energy's Bahamas refinery with 
Robert Vesco . 

The National Oil Company of Libya and the Na
tional I ranian Oil Company, Carey's two main credi-
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tors, insisted that Charter be awarded the refinery 
despite better offers from other firms.  

• J ames Schlesinger, Carter's former secretary of  
Energy, enacted a $5 per  barrel entitlement for o i l  
processed by Carey Energy's  Bahamian refinery that 
over night m ade it  a highly profitable venture . 

• Peter J ay, former British ambassador to the 
U ni ted States, saw the Charter-Carey deal as part of  a 
scheme to reorganize North African oil  for British 
Petroleum . Jay was hired as a special consultant by 
Charter's Raymond M ason as soon as he left his 
ambassadorial post. 

J ay has admitted knowing M ason long before the 
Charter-Carey deal was m ade. He has also admitted 
meeting with Jack McGregor, a M arine buddy of Billy's 
and another Charter employee, who discussed Bi lly's 
finances with President Carter at the height of the 
Charter-Carey deal . J ay,  who had regular access to 
J immy Carter and who was one of the chief influences 
on Zbigniew Brzezinski ,  is believed to have been even 
more of an emissary than McGregor on the deal . 

• Robert Vesco, who fled to the Bahamas in  the 
early 1 970s with over $200 mi ll ion in  assets stolen from 
Investors Overseas Services, is  a constant thread 
throughout Billygate. 

In addition to his involvement in two White H ouse 
bribe attempts, the Terpil  scandal, and the Charter
Carey deal , Vesco also provides a possible drug l ink to 
the Carters .  Several law enforcement sources have con
firmed that Vesco controls the extensive cocaine and 
marij uana trade in  the Caribbean . 

I n  one of his secret meetings with Charter's Ray
mond Mason ,  it  i s  also known that Vesco suggested a 
takeover of Resorts International,  the casino gambling 
syndicate that has frequently been l inked to I sraeli 
mafia leader Meyer Lansky'S drug money laundering 
schemes .  

• Armand Hammer, who negotiated Soviet President 
Brzehnev's election eve endorsement of Carter, has also 
been l inked to the Charter-Carey deal . Hammer has 
combined a business career, which in his case has 
spanned everything from alcohol sales during Prohibi
tion to Czari st art treasures and Mideast oil, with 
international intrigue on behalf of the same A nglo
American eli te that created and controls Carter . 

At the height of Charter's  takeover negotiations 
with Carey, H am mer's own Occidental Petroleum , one 
of the main " independents" operating in Libya, was 
involved in several joint ventures with Charter. It is 
believed that Charter relied heavily upon Hammer's 
good graces in  Libya, in addition to the influence of the 
Carter family,  to secure its position .  Hammer's own ties 
to the Qaddafi regime were forged with the aid of Lord 
Thomson , the heir to Lord Beaverbrook's press empire 
and Peter Jay's London Times employer. 
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Carter vote fraud: 1980 prospects 
by Lonnie Wolfe 

On Oct. 6, officials of the New York City Board of 
Elections were startled by the sudden delivery of 1 50,000 
postcards registering voters for next month's national 
election . They were brought in by the box load by various 
trade-union and community organizations .  

Bea Dolan, the head of the Board of Elections,  re
ported that from January to Septem ber 1 980, her board 
has received more than 250,000 new registrations .  In  the 
four days prior to October 6-the last day of the registra
tion period-another 50,000 registrations poured in . 
Nearly all  were Democratic registrations.  

Dolan says that there have been no val idity checks 
nor does she plan to do any before Election Day .  

" Vote fraud?" Dolan to ld a reporter, "What's vote 
fraud?" 

Dolan is in a position to know exactly how vote fraud 
secured Jimmy Carter the 1 976 presidential election . As 
reports from New York and other key states indicate, 
J immy Carter is preparing to commit even greater fraud 
in 1 980. 

How fraud is set up 
There are three interrelated components to a nation

al vote fraud operation .  
The first component involves voter registration .  The 

idea i s  to  register as  many names on the voter rolls as  
possible-whether the individuals exist or not, whether 
they l ive at a l isted address or not. It is made easier by 
lax registration practices such as postcard registration 
that make it easy to register " phantoms" without 
val idity checks . 

The Carter /Mondale organization has successfull y  
completed this phase of  operations . Carter campaign 
officials are claiming record levels of new voter registra
tion s thi s year. This fl ies in the face of all  available 
information that there i s  a record level of voter apathy
or voter antipathy . 

Democratic National Comm ittee get-out-the-vote 
coordinator Tracey Gallagher identified the Carter strat
egy: "We targeted 1 3  states based on easy voter registra
tion practices . "  These states coincide with the so-cal led 
swing or key states on whose vote the outcome of the 
election depends. Seven of these states allow postcard 
registration: New York,  New Jersey , Pennsylvania, 
Maryland, Texas , Kentucky, and Ohio.  Wisconsin al-
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lows chaotic same-day registration,  which lets people 
vote by merely showing up at the poll ing place on 
Election Day. 

Other battleground states-Florida, I l l inois,  Louisi
ana, and M ississippi-have also shown anomalous reg
istration patterns in key Democratic wards, especially 
in urban areas . 

The outcome of the election actually hinges on the 
vote in these key urban areas within the battleground 
states-Chicago,  Buffalo,  N ew York City, Houston, 
San Antonio, New Orleans,  N ewark, Miami ,  Cleveland, 
etc. In  each of these places, the first condition for vote 
fraud has been accomplished through increasing voter 
registration ro l l s .  

The second component of  the operation i s  the 
shaping of the population's  perception about the elec
tion to make the vote fraud seem credible. This is  
accomplished through the media and especially through 
the use of opinion polls . Over the course o f  the last two 
weeks, the popUlation has been bombarded with one 
poll  after another-each with the same message: Rea
gan's strength is  sl ipping and all the key states are 
becoming "toss-ups"-too close to call-with the ex
ceptions of New York, which is now given to Carter, 
and California,  which remains in  Reagan 's column .  
There i s  l ittle or  nothing i n  terms o f  "voter perceptions" 
that actually accounts for the shift away from Reagan , 
the pollsters admit .  

This propaganda barrage covers for the final  com
ponent of the vote fraud operations-the actual "vote 
delivery" and "vote stealing" on Election Day. As 
evidence accumulated in 1 976 shows, many of the phony 
voters are phantoms-people that either didn't exist or 
voted for J immy Carter regardless of whether they 
showed up at the polls or not. In addition,  the 1 976 
results showed "vote shaving" or  vote steal ing through 
operations conducted after the vote was cast , or  through 
manipulation of  voting machines or ballots . 

The Democratic N ational Committee and Carter/ 
Mondale cam paign have also pointed to the aid they 
get in voter registration from so-called nonpartisan , 
tax-exempt organizations, which traditionally conduct 
Democratic voter regi stration drives. Two of the most 
significant of these operating this year are the Southwest 
Voter Registration Project, based in San Antonio,  Tex-
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as, which registers Mexican-American voters , and Op
eration Big Vote, a .  Washington,  D .C . -based coalition 
for registrating black voters . 

Operation Big Vote is a coalition of 70 to 80 national 
black organizations coordinated by Gracia H illman o ut 
of the offices of the Joint Center for Political Studies 
black think tank in Washington,  D .C .  A spokesman for 
this organization has predicted that Jimmy Carter will 
"again get 90 percent of the black vote as he did in 
1 976," despite reports from the NAACP that voter 
registration among blacks is  lagging far behind this 
year due to "apathy." Operation Big Vote has claimed 
a goal of turning out 75  percent of black registered 
voters this year, compared to the 48 percent who voted 
in 1 976. 

Al Barkan, the director of the AFL-CIO n ational 
COPE operation, reports that the labor federation will 
have more than 140,000 field workers in  key states to 
"get out the vote" over the next two weeks through 
Election Day. They will be operating from computer
generated lists of registered labor voters and where 
possible conduct "visits . "  They plan to help these 
i ndividuals "get to the polls" on Election Day . In the 
past this has meant that, where possible, they will  cast 
votes for their fellow workers. 

These operations aim at shifting no  m ore than 3 to 
5 percent of the vote Over to J immy Carter . According 
to current projections from both the Carter and Reagan 
camps, in all states less than 8 percent separates the two 
major candidates; in states such as Ohio, Pennsylvania,  
M ichigan, Texas, Florida, I l l inois ,  and New Jersey, the 
margin i s  less than 3 to 5 percent. This is  well within the 
established Carter vote fraud capabil ities based on the 
1 976 results . For example, Carter won the state of Ohio 
i n  1 976  by a bare 5 ,000-vote margin-less than I 
percent of the vote. In  1 976, specialists in vote fraud 
and statistics showed in  court that more than 1 0,000 
phantom voters could have cast thei r votes in the city of 
Cleveland alone. 

Field reports 
We present below reports gathered by speci al El R 

investigators on the potential for vote fraud in key 
"battleground states." 
Ohio : Carter jMondale campaign officials say both pri
vately and publicly that the key to carrying the state is 
carrying Cuyahoga County, which contains the city of  
Cleveland, by more than 1 00,000 votes with a 70 percent 
or better "turnout." The DNC, with the help for former 
Cleveland mayor Carl Stokes, put together a massive 
voter registration drive. A record 85 ,000 regi strations 
were delivered to the Board of Elections in the last 
month alone-25,OOO from · the heavily Democratic 
black wards of Cleveland's east side. Total registration 
is up in Cuyahoga County by more than 1 1 5 ,000 over 
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1 976 :  most are from Cleveland, though the city lost 
population during that period .  The drive was carried 
out by 300 deputized registrars-paid by the DNC
who regi stered voters "door to door . "  with no  verifica
tion of residence or identity. The state AFL-CIO, the 
U nited Autoworkers, and the U nited Mineworkers, 
along with Operation Big Vote, are turning this and 
other " regi stration" efforts into a get-out-the-vote 
drive. 
Texas: Carter j Mondale officials say that the vote here 
will depend on the Mexican-American factor .  In  the last 
45 days of registration ,  the DNC, using postcard and 
deputy regi stration methods, registered 400,000 voters , 
mostly blacks and H ispanics. The so uthwest Voter 
Registration Project claims to have doubled Mexican
American regi stration since 1 976, from 400,000 to more 
than 800,000; in 1 976, 85 percent of the Mexican
Americans had their votes counted for J immy Carter. 
This year, 90,000 were registered in  the last two weeks
mostly by postcard with no validity checks. 1 50,000 
registered in Houston in the last three weeks-mostly 
Hispanics,  mostly by postcard, with no validity checks .  
New Jersey : Here Carter j Mondale forces view the cities 
of Newark , Jersey City, and Camden as key . In Essex 
County ,  the DNC, working with the NAACP, the 
FOCU S  Hispanic-American group, the local black 
Democratic machine, and the A FL-CIO's COPE appa
ratus, registered 3 1 ,000, mostly by postcard and with no 
validity check,  in the last two weeks of registration. 
Simi larly, more than 40,000 postcards were logged in 
H udson County (Jersey City) and Camden in the last 
three weeks of registration,  again with no validity 
checks .  The state AFL-CIO plans to dep loy "a few 
thousand" people to "get out the vote ."  
IIIinois : Carter j M ondale strategist Tracey Gallagher 
and everyone else in the campaign says that the vote 
hinges on an overwhelming margin for Carter in Cook 
County (Chicago) .  Here Carter is  relying on the rem
nants of  a party machine with proven fraud capabilities 
dating back 1 00 years . The Board of  Registrars, ap
pointed by the city machine, expects a " record 
turnout" -a phenomenal 88 percent .  There is a rush of 
last-minute regi strations-more than 1 42 ,000 people 
registered in Chicago in a single day recently . Carter is 
also working with the Rev. Jesse Jackson 's PUSH 
organization to " deliver" b lack votes . 
Pennsylvania : Here, the state's two largest cities, Phila
delphia and Pittsburgh, are key to Carter's chances . I n  
Phi ladelphia,  where Carter i s  counting heavi ly on the 
machine of  Mayor Green,  more than 92,000 new voters 
were registered in the last three weeks, mostly from 
ghetto areas in North and West Phil adelphia .  This is on 
top of 1 1 3 ,000 new registrations reported between April 
and Octo ber. The drive was conducted by the Urban 
Coalition ,  A FSCM E, the International Ladies Garment 

EIR November 4,  1 980 



Swing states and vote-fraud targets 

High probability 

of fraud 

Wisconsin I I 
Michigan 2 1  
Illinois 26 
Ohio 25 
Pennsylvania 27 
New York 4 1  
New Jersey 1 7  
Texas 26 
Mississippi 7 
Louisiana 1 0  
Florida 1 7  

3 D.C.  

4 H awaii 
3 Alaska 

x·;�\·;· 55 SM TOSS-UP 

The IT ap o n  th is  page I den t i fies t h e  ro l l t i ca J  batt legro u n d  o n  w h i ch the  1 980 p res i d e n t i a l  e lect ion wi l l  be fo ugh t .  The DR's pol i t ica l  
a n a lysts, based o n  rep orts from a ro u n d  t h e  c o u n t ry ,  c o u n t  1 65 electora l  votes  fo r R o n a l d  Reaga n ,  1 59 for J i m my C a rter a n d  a tota l  of 2 1 4 as 

toss-ups o r  too cl ose to cal l .  
W h at m u st concern C a rter a n d  Reaga n strategists i s  p u t t i n g  together a w i n n i ng c o m b i n a t i o n  o f  states fro m t h e  "toss-up category" to p u t  

thei r candi date over t h e  to p-a 270 electoral  vote m aj o r i t y .  A n y  effo rt t o  d o  t h is shows t h e  poten t i a l  cr i t ica l  role t h a t  t h e  Carter vote fraud 

capab i l i ty wi l l  p lay i n  determ i n i n g  the  o utcome of the  elect i o n .  Each of  t h e  l a rge toss- u p  states-the " Big T '-are h i g h l y  poss ib le  vote  fra ud 
states,  based upon past record and c u rrent i n fo r m at i o n .  There i s  no way that  Ronald Reagan can put toget her a w i n n i ng co m b i nat ion  w i t h o u t  

confro n t i n g  t h i s  p r o b l e m  a n d  n e u t ra l il i ng it  e n o ugh to w i n  a t  l e a s t  th ree o r  fo u r  o f  t h e  big t o s s - u p  states a n d  a co m b i n at i o n  of  s m a l ler toss-up 

states.  O n  the other h a n d ,  i t  i s  c lear fro m this m a p  that C a rter  cannot win w i t h o u t  cal l i ng o n  his vote fra u d  capa b i l i t ies .  

Workers Union, and various senior citizens groups. 
No figures are avai lable from Pittsburgh,  where the 

United Steelworkers apparatus,  along with the city 
machine, conducted voter regi stration .  
New York : Aside from New York City ,  Carter forces 
have targeted Buffalo fo r major get-out-the-vote oper
ations directed by the A FL-CIO and the local machine 
of Joe Crangle .  M ore than 32 ,000 new registrations 
were received by postcard in September and an addi
tional 23 ,000 by Oct. 6;  no validity checks were made. 
M ichigan : Voter registration figures are not available 
yet, but Carter campaign officials say that they are 
counting heavily on the UA W and various b lack organ
izations-especially Detroit mayor Coleman Young's 
operatio n-to deliver the "Carter vote ."  Joe Madison, 
the head of Operation Big Vote, claims that there wil l  
be a 85 percent black voter turnout, overwhelmingly for 
Carter . The Carter jMondale campaign is circulating 
the story that there wil l  be a last minute surge of "voter 
interest" that will push the turnout from current 45 
percent levels to upwards of  65 percent . 
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Louisiana : Top Reagan people are worrying out loud 
about vote fraud, especial ly i n  New Orleans .  Registra
tion is  up by about 10 percent there, according to latest 
figures . Certain parishes are referred to as "commercial 
boxes" -i .e . ,  their votes are available for sale-and the 
word is  out that Carter has bought them. 
Florida : Carter j Mondale operatives say that the vote in 
Dade ( M iami) County is the key to the state . They are 
talking about a 75 to 80 percent turnout of  registered 
voters there, especially in the b lack and H ispanic ghetto 
areas .  Since January, there has been a rapid rise i n  
registrations in the M iami area, i ncluding an increase of  
more than 85 ,000 in  the  three weeks preceeding the Oct. 
1 3  close of  registration .  Overall ,  statewide Democratic 
regi strations are up by 250,000 over 1 976.  
Mississippi : The Carter campaign has targeted the b lack 
vote to del iver the state. They plan to increase black 
voter turnout by 5 percent over 1 976 figures. During 
the last two weeks,  22,000 registrations came in .  In the 
past, there was widespread busing of blacks to vote 
several times in different pol l ing places. 
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How Carter stole 
the 1976 vote 
by Felice Merritt and Barbara Boyd 

The 1 976 presidential election hinged, just as the 1 980 
contest promises to hinge, on the results in a handful  of 
states . In  1 976, analysis showed that the results i n  the 
Electoral College would have been changed by a shift in 
the results in as few as two highly populated states . A 
number of Republicans ,  joining with supporters of Lyn
don LaRouche, examined those results and determined 
to challenge the outcome of the presidential  election ,  
believing that it  had been decided by widespread vote 
fraud .  

A well-funded and  well-organized get-out-the-vote 
drive, targeting the almost entirely Democratic voters i n  
minority districts o f  urban areas, coupled with so-called 
registration reforms such as postcard and same-day reg
istration ,  created the capacity to affect election outcomes 
by fabricating relatively small m argins of fraudulent 
votes . Postcard registration permitted the enrollment of 
mil l ions of new voters . Many of them, subsequent inves
tigation discovered, were "ghost" voters. They did not 
exist. Same- day registration permitted tens of  thousands 
to be herded from poll to poll ,  casting multiple votes . 
The sum of those votes, it was determined, decided the 
election .  

The case of New York 
Although Jimmy Carter, according to the official 

election results, carried New York State by m ore than 
230,000 votes in  1 976,  a lawsuit filed by New York 
Republicans and by LaRouche campaign managers 
showed that this large margin as well was composed of 
fraudulent votes . 

The New York City Board of Elections received 
600,000 postcard registrations from new registrants for 
the November 1 976  general election .  Of that number, 
approximately half were not verified in any way what
soever . The director of the Board of Elections ordered 
county officials in New York not to send out nonfor
ward able first class letters to 280,000 applicants to verify 
their existence and their addresses, claiming she had 
neither the time nor the staff to make such checks . Tens 
of thousands of new registrations were nonetheless 
accepted by the Board of Elections as many as 1 2  days 
after registration was officially closed. The voting rolls 
were filled with invalid, duplicate, and fraudulent regis-
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trations .  
A Bronx County newspaper reporter wrote that she 

had registered 10 times and on Election Day succeeded 
in voting 1 0  times . A Westchester County sheriffs 
sampli ng of postcard registrations found 20 percent 
invalid registrations .  R andom checks in  all New York 
City boroughs revealed similar rates of invalidity as well 
as 5 to 6 percent duplicate registrations .  A check of 
Bronx registrations showed hundreds registered at the 
addresses of abandoned bui ldings and vacant lots . 

I n  the midst of such chaos, the director of the New 
York City Board of Elections instructed election inspec
tors: "Do not turn anyone away from the polls . "  She 
then issued public service radio announcements enco ur
aging "everyone who registered to come out and vote ."  
Almost half of them d id ,  resulting in  a minimum of  
250,000 fraudulent votes being cast in New York State 
in 1 976 .  

Coordinated through a n ational Operation Big 
Vote, local political leaders , poverty officials ,  social 
service directors, ministers, and others targeted the 
minority popUlations .  Then New York City councilman 
Ramon Velez described how he and his political ma
chine (centered around job training programs, CETA, 
and drug rehabilitation programs) pulled in 1 00,000 
new postcard voter registrants. 

One of the b iggest "go-getters" in  the big vote 
operation, Velez said, was the Bronx methadone pro
gram SERA, which sent 400 of its members out into the 
streets to register people. "These guys were clean, 
rehabbed and not on methadone," he said .  Believing 
that Carter could get an  edge in  the vote in New York 
State, he put his machine on ful l  mobi lization . "In the 
last five days before the mai l  regi stration deadline, we 
registered 20,000 people . "  

Velez pointed o u t  that vote fraud is possible "only if 
a well-organized group is running it." He explained 
various ways in  which bogus registrations can be multi
p l i e d  t h r o u g h o u t  t h e  c i ty . " I n  t h e  S o uth B r o n x  
people can register and give thei r address a t  least once 
i n  every one of New York's five boroughs .  In  the 
South Bronx people can register and give thei r address 
as a burned-out building . "  At the Board of Elections 
there was so much confusion that "the Board couldn't 
and didn't bother to check things like that ."  One of 
Velez's associates described sending volunteers down to 
the Board of Elections to process the postcard registra
tions col lected by the organization .  No veri fications 
were performed on any of the registrations .  After the 
election,  investigators found block after block of 
burned-out houses and vacant lots with five or six 
registered voters at each location .  

In  areas of  N ew York  City with a less-organized 
machine, other di screpancies in election results pointed 
to similar tamperi ng with votes . In more than 25 percent 
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of the sample precincts chosen at random by investiga
tors, voting records indicate that significantly fewer 
voters signed in at the polls than total votes cast on the 
voting machines. Voting machine mechanics report 
only one explanation for such a discrepancy-unauthor
ized votes cast on the machine.  

The U . S .  district court that considered this evidence 
ruled that significant irregularities had been shown in 
the election results. However, it ruled, no criminal i ntent 
on the part of election officials or Democratic Party 
workers had been shown, and so declined to overturn 
the election . 

The case of O hio 
Polls taken over the last two weeks indicate that the 

presidential race in  Ohio will be extraordinarily close. 
I n  1 976, Jimmy Carter squeaked by Gerald Ford with a 
margin of 5 ,000 votes , or less than one vote per precinct .  
In  Ohio the coalition of  Republicans and  LaRouche 
supporters joined forces to challenge the election results 
in federal court, claiming vote fraud conducted through 
the Carter j Mondale campaign organization . Again ,  the 
crucial vehicle of the fraud was the registration and 
voting of thousands of fictitious persons rounded up by 
trade union and minority organizations to gain a critical 
Carter margin .  

A nalysi s  of Carter's Ohio vote shows that  400,000 of 
his votes, or 50 percent, came from the urban centers of  
Cleveland, Cincinnati, Youngstown,  Toledo, and Ak
ron-all centers of activity for Operation Big Vote .  
Under fo rmer Ohio secretary of  state Ted Brown, the 
Operation Big Vote postcard and universal registration 
drives were resisted, with the state maintai ning stringent 
legal requirements statewide for personal registration 
with a Repu blican and a Democrat each present .  This 
state law was violated with abandon by Democratic 
election officials in these urban centers . Court testimony 
showed thousands of il legal registrations obtained by 
the appointment of deputy regi strars from the ranks of 
A FL-C IO an d UAW officia ls who conducted their 
registration drives in union hal ls-hardly a bastion of 
Republican vigilance over registration procedures . As 
wel l ,  large numbers of  new voters were signed up in 
Cincinnati and Cleveland in neighborhoods character
ized by block after block of abandoned bui ldings. 

The submitted court testimony in Ohio included 
numerous examples of vote fraud in  the urban centers 
where Jimmy Carter gathered his vote: 
Cleveland : In Ward I I , Precinct K ,  a ward characteristic 
of Cleveland's inner city, investigators found that 40 
percent of the votes were cast by nonexistent voters in a 
heavy Carter victory . When investigators sent out a 
sample of 3 ,200 letters to the addresses l isted by voters 
on registration roles in the city, 1 0  percent were returned 
as nondeliverable at the address given by the voter. As 
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investigators p ulled registration cards to construct the 
random sample that they would use to demonstrate the 
overall invalidity of the statewide vote, they also discov
ered many registration cards missing from the books 
altogether . Many of these missing cards were subse
quently discovered piled on  the desk of Virgi l Brown, 
the Democrat heading the Cleveland Board of Elections 
and a leader of Carter get-out-the-vote efforts. 
Toledo : A sample of letters mailed to the registered 
addresses of voters here resulted in an 1 1  percent 
i nvalidity rate. Investigators, in  the process of  confirm
ing the random sample uti lized in  court, attempted to 
interview persons recorded as voting on Election Day 
and found a surprisi ngly high proportion stating that 
although they were registered, they had not in fact 
voted . The cause of this phenomenon was an AFL-CIO, 
UA W get-out-the-vote effort which ran from the pre
cincts where union o fficials kept m in ute by minute l ists 
of those who had voted and then called prospective 
voters from phone banks in the l ate afternoon to 
determine whether or  n ot they would,  indeed, vote . 
Those persons who stated their firm intention not to 
vote were then voted by the trade unionists . M any 
nonvoters who found votes recorded for them stated to 
investigators that they were cal led by the union phone 
bank.  
Cincinnati : Black organizations t ied to Operation Big 
Vote in  this city bragged about thei r regi stration of 50 
persons per day from inner city wards consisting of 
vacant lots. The results of this activity were preposter
ously high Carter margins in certain inner city wards
margins th at are stati stically impossib le .  For example in 
inner city wards 1 7  and 1 8  of this city , J immy Carter 
garnered 98 percent of the vote . 

The random sam ple of  the vote conducted by inves
tigators for the court case concentrated on the five Ohio 
cities where Carter received 50 percent of  his statewide 
vote. The sample determined that there were 1 3 ,40 1 
fraudulent votes cast at a minimum in these cities with 
23 , 1 57 votes that were i rregular but not determinably 
fraudulent. Statistical analysis of  these fraudulent votes 
demonstrated that they were three to one in favor of 
Carter. 

As in  New York, the Ohio federal court ruled that 
while there was massive evidence of voting irregularities 
and fraud , the U . S .  Labor Party and Republican l iti
gants had not demonstrated criminal intent by the 
Democratic voting officials involved, and on that basis 
the court case was dismissed . The Ohio secretary of 
state made an emergency request to the Ohio state 
legi s lature for half a mi l l ion doll ars to conduct further 
investigations;  Brown's request was met in the Demo
cratic state legislature with a threat to cut the entire 
budget of the secretary o f  state's office if Brown contin
ued his probe.  
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The unholy transformation 
of the U.S. Congress 
No amendments to the Constitution were made. The Bil l  
of Rights was never tampered with . Yet over the last 
decade, and especially since the 1 97 3  Watergate scandals,  
the U . S .  Congress has been ominously shifted from a 
constituency representative body toward a parliamenta
ry system control led by the White House and a Demo
cratic Party leadership that came to power with the help 
of Department of Justice witchhunts .  This House lead
ership, led by House Speaker Tip O'Neil l  (D- M ass . ) ,  
implements policy through i ts vehicle, the Democratic 
caucus . The caucus has made some of the crucial deci
sions for the Congress that previously were made by 
senior Democratic committee chairmen closely tied to 
local political networks . Most importantly , the caucus 
now elects the committee chairmen previously chosen by 
seniority . A leadership grouping led by O'Neill now 
nominates committee chairmen . 

The key turning point was the Watergate affair .  It is 
a myth that Watergate merely destroyed a Republican 
President. In  fact it began the systematic decimation of 
political machines throughout the nation, Democratic 
and Republican.  The myriad of  scandals spinning off 
Watergate shook political strata nationwide. Following 
Watergate, a whole series of local scandals ,  frame-ups,  
and entrapment schemes, culminating in  the Carter Jus
tice Department 's  Abscam and Brilab, have wrenched 
apart many pol itical machines . The erosion of especia l ly 
the Democratic Party as a constituency-based organiza
tion has permitted the election of congressmen not 
closely tied to the base of the party . A weakened Con
gress, in tandem with a weakened and, under Carter, 
denigrated Presidency, have proven unable to legislate 
the economic growth of the nation .  

One immediate result of Watergate was the Demo
cratic freshman sweep in the 1 974 congressional  elec
tions, when 75 first-termers entered the legislature. Most 
of these congressmen had not come through the political 
ranks in their areas, they were without legislative experi
ence, and they were in many cases " liberals" disconnect
ed from constituent groups .  Many were in the mold of 
l iberal Elizabeth Holtzman ( D-N . Y .) ,  elected in 1 974, 
whose only political experience was two years as a district 
leader . Holtzman defeated Emmanuel Celler,  an impor
tant New York political leader who had served 50 years 
in the Ho use. It was this freshman class which ousted 
many of the senior Democrats from their com mittee 
chairmanships. 
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Congress is a gutted structure but it  has not yet been 
razed and replaced by an American House of Lords and 
Commons .  As passage of the h istoric McCormack fusion 
energy bi l l  this session proves, Congress sti l l  has the 
capacity-given appropriate policy di rection-to enact 
positive legislation .  

But  if the  Carter administration is given another four 
years in office, it is determined to turn Congress into a 
rubber stamp for the stated policies of the Trilateral 
Commission, namely the "controlled disintegration" of 
the U . S .  economy . White House counsel Lloyd Cutler, 
an ex-Trilateral Commission mem ber, made this explicit 
in an article he wrote for the current issue of  Foreign 

Affairs, the publication of the Council  on Foreign Rela
tions,  which i s  the Eastern Establishment policy-making 
elite. 

In the article, Cutler demands a British parliamentary 
system for the United States,  going so far as to propose 
that the President have the power to dissolve Congress . 
The aim of White House control over Congress would be 
to completely break influences on Congress that stand in 
the way of "allocating burdens and orchestrating sacri
fices. " 

Election of a Democratic Congress closely tied to its 
constituents is a necessity this year for the continuation 
of the American constitutional system . It i s  precisely 
such congressmen and their political machines which 
have been the target of the Bri lab and Abscam entrap
ment schemes of the Carter administration and numer
ous scandals since Watergate. 

The overthrow of powerful chairmen who used thei r 
committees to advance the interests of the producing 
sectors of the country was fol lowed by two years of 
structural reforms that had begun to undermine their 
power. In  January 1 973 ,  the Democratic caucus adopted 
a "subcommittee bi l l  of  rights" which greatly augmented 
the power of subcommittee chairmen (see page 00) . 
Subcommittee chairmen,  of which there are over 1 00, 
now initiate bil ls and manage legislation on the floor, a 
practice unheard of 1 0  years ago . 

Subcommittee power can now push a proliferation of 
narrowly considered, undigested legislation to the floor 
of the House. As a result, the floor is glutted with 
legislation which cannot pass, but which consumes valu
able time in the form of endless procedural votes . 

The collapse of the centralizing and "filtering" role 
of committee chairmen has led to fragmentation and 
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near anarchy in the House's functioning, such that con
gressmen spend the day dashing from subcommittee to 
subcommittee to roll  cal l vote to quorum cal l ,  and never 
have time to deliberate or become competent in  major 
areas . Twenty years ago there were 3 ,059 committee and 
subcommittee meetings .  Four years ago there were more 
than twice as many-6,97 5 .  The average member works 
I I  hours per day when the House is  in session, and spends 
none, or little ,  of that time by himself, studying issues. 

Another erosion point occurred in 1 974 with the 
passage of the Congressional Budget Act. Where com
mittee chairmen could substantially determine federal 
budgets in the past, the Budget Act created the House 
and Senate Budget Committees to circumscribe that 
power . One former House Armed Services Committee 
staffer told of the first budget clashes in 1 975  when the 
Senate Budget Committee, then headed by Senator Ed
mund Muskie (D-M aine) sent the mi l itary construction 
authorization bi l l  back to the conference committee be
cause it had exceeded the Budget Committe's ceil ing .  
Senate Armed Services Committee chairman John Sten
nis (D-Miss . )  solved the problem by cutting all the 
funding for shipbuilding in M aine,  the home state of  the 
Budget Committee chairman .  Stennis did not have the 
same trouble again ,  but other committee chairmen have 
not been able to wield such power. 

In  a larger sense, the destruction of the strong role of 
two dozen committee chairmen and House leaders has 
led to the unbalancing of the separation of powers con
cept of "checks and balances . "  Increasingly, the execu
tive branch, especially under Carter, dominated by envi
ronmentalists, consumerists , public interest groups, or 
budget cutters, has been able to run roughshod over the 
weakened Congress .  A veteran administrative assistant 
who described the 1 974 massacre said ,  "70 percent of the 
time and manpower in a congressional office now goes 
to casework-straightening out our constituents' prob
lems with the federal government . We carry 700 to 1 ,500 
cases per year. We don 't in itiate, we don't legislate, we 
are reactors. We have become the ombudsmen of the 
executive branch . "  

The result? Forty-three congressmen a n d  senators 
following over I 00 of their co lleagues in the past four 
years and simply getting the hell out .  A case in point i s  
Texas Democrat Ray Roberts , chairman of the Water 
Resources subcommittee of the House Public Works 
Committee. Public Works Committee chairman Bizz 
Johnson is in serious danger of losing his reelection bid, 
which would put Roberts in a good position to become 
committee chairman.  Despite that possibi l ity,  Roberts is  
retiring .  

When he assumed chairmanship of  the Water Re
sources Subcommittee in 1 976, he did so with the intent 
to use his chairmanship to develop a water pol icy for the 
nation to last through the year 2020, in  the time-honored 
tradition of the old Rivers and Harbors Committees that 
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gave the United States its system of internal waterways. 
With environmentalists dominating the executive 
branch, Roberts found that the administration could do 
nothing except oppose existing projects . On the other 
hand,  erosion of the seniority system left the congress
man utfable to initiate anything comprehensive at the 
congressional level . Not one new water project has been 
started in the past four years, let alone a c'Jmprehensive 
strategy . In short, Congress no longer works . What 
happened to it? 

The rise of the 
Democratic caucus 
The history of Congressional reform in the 1 970s is the 
history of  the rebirth of the Democratic Party caucus. 

The caucus is the fundamental tool of parliamentary 
functioning.  U ltimately, constituency influences from 
below, mediated through powerfu l  committee chairmen , 
are to be wholly replaced by party discipline from above, 
dictated by the caucus .  The U nited States is  at an inflec
tion point:  the caucus procedure has broken the power of 
committee chairmen and fragmented and immobilized 
the House, but parl iamentary advocates havl' yet to 
succeed in imposing effective pol icy control by caucus . 

Following the demise of the short- l ived " King Cau
cus" at the turn of  this century, where caucus decisions 
were binding on Democratic members of Congress ,  the 
Democratic caucus was largely symbolic up to the 1 970s . 
Speaker Sam Rayburn used the caucus only at the outset 
of each session to ratify leadership positions for the 
House. During the early 1 960s , the vastly outnumbered 
l iberals in the H ouse, guided by the Institute for Policy 
Studies, formed the Democratic Study Group (DSG).  By 
1 968 ,  the DSG came out with a series of specific propos
als to revive the caucus and reform the House.  The 
removal of  Lyndon Johnson from the Presidency, in 
tandem with the crippling of the traditional machine 
base of the Democratic Party at the 1 968 Chicago con
vention ,  obviously gave the "reformers" the green light 
they needed to accelerate the assault on the House.  

The first concrete reform came in 1 969, with the 
seemingly smal l  step of establishing monthly meetings of 
the Democratic caucus in  the House, and a llowing any 
member to bring up a point of discussion .  Using this 
forum, the reformers succeeded by 1 970 in  establishing a 
Committee on Study, Organization and Review which 
proposed changes in the seniority system that December. 
I n  January 1 97 1 ,  it was decided that seniority would no 
longer be the  automatic determ inant  in committee 
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success ion,  and that any 1 0  Democrats could obtain a 
vote call on a committee chairmanship.  Those new rules 
had little effect at the time.  One other reform did, how
ever-the provision limiting members to only one chair
manship of a m aj o r  l eg is lative subcommittee.  This  
opened 16  subcommittee chairs to new chairmen in  1 97 1 .  

The DSG proposed another series o f  caucus reforms 
in January 1 973 ,  which were promptly adopted . One
fifth of the members of the Democratic caucus could now 
mandate a secret ballot for votes on committee chairmen . 
A subcommittee "bi l l  of rights" was established that 
allowed the caucus to decide subcommittee j urisdictions,  
to allocate subcommittee budgets, to give subcommittee 
chairmen the right to hire their own staffs for the first 
time. The caucus further mandated written rules for 
committee procedure, which prevented chairmen from 
pocketing legislation and refusing to refer it to subcom
mittee. 

Continuing procedural successes in the caucus led the 
reformers to attempt a major escalation .  In 1 973 ,  one of 
the original reformers, Richard Bolling, a close al ly of 
then Majority Leader Tip O'Neill , became head of a 
select committee to reform the House committee struc
ture . The Boll ing Committee proposed sweeping j uris
dictional c1"!anges in  three powerful committees: Ways 
and Means, headed by Wilbur M il ls ;  House Administra
tion, headed by Wayne H ays; and House Education and 
Labor, a stronghold of organized labor-supported con
gressmen . The Ways and Means Committee chairman in 
particular was virtually part of the House leadership; 
before the reforms eroded its power, Ways and Means 
set legi slative priorities for Democrats , made committee 
assignments for them, and exercised immense power. 
During Mi l l s ' s  tenure, the committee had no subcommit
tees, and Mi l l s  maintained total control . 

Mi l ls ,  Hays, and Phil Burton,  representing the Labor 
Committee, effectively roadblocked the major j urisdic
tional reforms by the Bolling group. But the reform 
effort was back on track in  1 974 following two major 
political dislocations :  the post-Watergate sweep into the 
H ouse by young, l iberal Democrats, and the Tidal Basin 
affair, which destroyed Wilbur Mil ls .  The election of 70-
odd new Democrats gave the reformers the numbers they 
needed to depose sitting committee chairmen.  This re
sulted in the toppling of Banking's Patman by Henry 
Reuss, Armed Services' Hebert by Mel Price, and Agri
culture' s Poage by Tom Foley . Wilbur Mills resigned as 
chairman of Ways and Means, and four other standing 
committee chairmanships changed hands due to retire
ment. 

In  addition,  further reforms were pushed through.  
The vote for all  committee chairmen was made automat
ic. The powerful  Appropriations Committee chairman
ship was made subject to caucus approval .  (In 1 976,  this 
resulted in the deposing of Florida's  Bob Sikes from the 
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M ilitary Construction Subcommittee. )  The Ways and 
Means Committee was stripped of its power to make 
committee assignments .  A new provision forcing any 
committee having more than 20 members to establish at 
least four subcommittees diffused the power of the new 
Ways and Means chairman ,  Al Ul lman.  

The first phase was over .  The committee chairman's 
power had been broken, and effective committee chair
men had been ousted. Congress was in a weakened state . 
Phase Two was "ethics . "  Wayne Hays,  who had survived 
the December 1 974-January 1 975  massacre by beating 
back Frank Thompson's  challenge to his House Admini
stration chairmanship, was felled by the Elizabeth Ray 
scandal . 

I n  1 975 ,  a Brookings Institution study by Edmund 
Beard and Stephen H orn called "Congressional Ethics, 
the View From the House," made the following point: 

How then can the reforms [of ethical  standards] be 
achieved that low public confidence in  government 
seems to call for? Ironically, the very climate that 
has accelerated the erosion of public trust may 
bring forth the answer. The atmosphere surround
ing a heavily publicized scandal is conducive to the 
reordering of old standards; indeed, it appears to 
be vital for such a change to take place. 

The Hays scandal prompted the creation of the Com
mission on Administration Review, an ethics panel head
ed by David Obey of Wisconsin . H ays chose to step 
down in November 1 976,  and in M arch 1 977 ,  the House 
adopted the Obey Commission reforms ,  which demand 
strict fi nancial disclosure statements and a limit on out
side earnings for congressmen.  Those "ethical" reforms 
have prompted a substantial percentage of the voluntary 
retirements from Congress of members who cannot af
ford to maintain two residences (one in Washington and 
one in their home districts) on approximately $64,000 a 
year and also send their children to college . The ethics 
reforms heralded a new wave of departures as the Korea
gate scandal took its tol l .  Another set of scandals took 
out key members of  the Pennsylvania delegation , such as 
Daniel Flood and Joshua Eilberg . 

Further subcommittee reforms have occurred in the 
past two years, while another House attempt at wholesale 
committee j urisdictional j uggling failed once again .  But 
the main instrument of "reform " is currently lodged in 
the Abscam/ Brilab operations by the Carter administra
tion .  Democrat Austin M urphy 's  impassioned argument 
before the H o use during the M ichael Myers Abscam 
expulsion cuts to the heart of the last 10 years of "reform
ing . "  What, asked Austin, is to prevent the executive 
branch from entrapping 1 00 members of  the Congress, 
and then dissolving the House of Representatives? 

We are more than a little way along the road to 
parliamentary government. 
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The erosion of leadership 
Throughout most of the 20th century, the job of 
congressman was considered a l ifetime profession . 
Members of Congress either died in office, after 
long and apparently faithful  representation of their 
constituents, or they were voted out. That has 
changed, and with it Congress has changed .  

Forty-three congressmen and senators are  vol
untarily leaving Congress this year . Two years ago ,  
50 retired and  in 1 976, 57 left .  Th i s  means that over 
a period of four years, 1 59 congressmen-over 
one-third-have voluntarily left Congress, exclu
sive of departures forced by electoral defeats .  Dur
ing the previous two decades, the average depar
ture rate was barely above 30.  

As a result of those resignations,  and of the 
liberal Democratic sweep in the post-Watergate 
1 974 election,  when the 96th Congress opened in 
January 1 979, 220 members of the House of Rep
resentatives had served in the House for four years 

or less-over half the entire membership.  After the 
1 980 election, the figure wil l  probably be over 60 
percent. In  1 97 1 ,  20 percent of the House had served 
at least 1 0  term s in the House. 

The average age of  members of Congress has 
dropped to below 50-years-old for the first time 
since World War I I .  I n  1 95 1 ,  the average age of a 
member of the House was 52 years old ;  the average 
age of a senator was 58 . 5  years o ld .  

Not only  are the congressmen younger and less 
senior, but they have less precongressional political 
experience. 

How this demographic upheaval has affected 
the Congress becomes clearest when one looks at 
the House of Representatives in 1 970 compared 
with today, and at the enormous changes in  the 
power structure of the House. 

There is only one major House committee 
chairman serving today in the 96th Congress who 
was a committee chairman in 1 9 70: Harley Stag
gers (D-W .Va . ) , chairman of the House I nterstate 
and Commerce Committee. Staggers is retiring this 
November, meaning that the 1 980 session wi l l  be 
without a major single point of continuity.  

Even more remarkable is what has happened to 
the line of succession in the major committees . One 
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could assume that many former second- and third
ranking members of the committee would serve as 
committee chairmen today . Yet only one second
ranking mem ber of  a 1 970 committee, Foreign 
Affairs Committee chairman Clement Zablocki 
(0- Wis . )  has actual ly m ade the successio n .  Not one 
of the rest of  those number-two men on the 1 970 
committees i s  even in  Congress today (see box, 
page 45) .  

Of the number-three men on  those 1 970 com
mittees, only three have become committee chair
men-Jamie Whitten of  Appropriations,  Frank 
Thompson of House Administration (over Water
gated Wayne H ays) ,  and Peter Rodino of J udici
ary, replacing Emmanuel Celler, who lost a close 
and suspicious primary fight to Elizabeth H oltz
man in 1 974.  I ronically, both Thompson and, less 
directly ,  Rodino are currently under the shadow of 
Abscam,  as their accum ulated power and consti
tuency clout make them fair  prey. 

The House leadership itself reflects simi lar dis
locations ,  as the line of succession was disrupted 
twice this decade-once by the death of M ajority 
Whip H ale Boggs in a mysterious plane crash in  
1 97 1 ,  and again by the Koreagating of  then Major
ity Whip John McFal l  in 1 97 8 .  Had  he  lived, B oggs 
would be Speaker of the House today, and McFal l  
i ts  M ajority Leader. 

Synonymous  with the power of committee 
chairmen 10 years ago was the power of key region
al  voting blocs,  most notably Texas and the Deep 
South, and labor-based northern urban machines. 
In 1 970, Texas representatives held the chairman
ships of  the powerful  Agriculture, Appropriations ,  
and Banking Committees . Today,  only Govern
ment Affairs chairman J ack Brooks remains as a 
reminder of former Texas clout.  The South' s pow
er, with Rivers of  South Carolina at Armed Ser
vices, Colmer of  M ississippi at Rules, and M il ls  of 
Arkansas at Ways and M eans was legendary. 

Between 1 958  and 1 968,  the South never con
trolled fewer than half of the House standing com
mittees . In 1 968,  nine of  the Senate' s 1 6  standing 
committees, including al l  the m ajor ones, were 
headed by Southerners. Old-l ine Democratic ma
chines in M aryland, New York,  and Pennsylvania 
produced the 1 970 chairmen of the House Admini
stration,  Judiciary, M erchant M arine, Public 
Works,  and Foreign Affairs Committees . Today, 
Abscammed John M urphy of N ew York i s  all  that 
is left of those states' hold on major committees .  
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The post-Watergate change in 
congressional committees 
Over the past 1 0  years, due to congressional "reforms" 
and numerous watergatings of leading congressional 
figures , the key committees in the House have changed 
significantly. Important committees have already been 
destroyed as power centers comitted to legislating the 
industrial and military advancement of  the nation .  

Armed Services Committee 
In 1 970 the Armed Services Committee was run by 

three men committed to a strong U . S .  m ilitary, using 
America' s  scientific and technological capabi lities . The 
committee, chaired by Mendel Rivers (D-S .C . )  with 
Phillip Philbin (D-M ass . )  second ranking and F.  Ed
ward Hebert (D-La.)  third, was important i n  the pas
sage of the Antiballistic Missile System legislation,  the 
development of  the space program and the supersonic 
transport p lane. 

In  1 970 Hebert succeeded to the chairmanship, 
following the death of Rivers and the pri mary defeat of  
Phi lbin.  Rivers has been the target of vicious slander 
attacks by such columnists as the late Drew Pearson,  
who labeled him "the House drunk ."  

Although Hebert, who was  first elected to  Congress 
in 1 940, attempted to keep the committee in the hands 
of those supporting a strong U . S .  mi litary, he could not 
prevent the House leadership in the 93rd Congress from 
placing liberals Ron Dellums (D-Calif. )  and Pat  Schroe
der (D-Colo . )  on the committee. But the major blow to 
the committee came in 1 974, with the Congress elected 
in the wake of Watergate . The huge freshman Demo
cratic Congress, the first to elect committee chairmen 
by caucus, and without the seniority system , deposed 
Hebert as chairman . The new chairman, M el Price (D
IlL) ,  though an oldtimer elected in  1 944, does not have 
the stature of Hebert. 

Six Democratic congressmen will definitely not re
main on the committee in 1 980, because of  retirement,  
death, or primary defeats. The most significant is the 
retirement of Richard Ichord (D- M o.) ,  chairman of the 
Subcommittee on Research and Development, the com-
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mittee key to advancing new mil itary technologies . As 
his final activity in Congress, Ichord is heading up an 
investigation into America's i ndustrial capability to 
sustain an in-depth mi litary buildup . 

Agriculture Committee 
In 1 970, the committee was in the hands of  W.  H .  

Poage, a Texas Democrat first elected t o  the House i n  
1 936 .  B y  1 975 ,  after almost fo ur decades in the House, 
Poage was number two on the committee, and the men 
who had been second and third in  1 970 had both retired . 

As part of  the post-Watergate ousters, Poage was 
replaced by Thomas Foley, a Democrat from Washing
ton State, who along with Carter and Agriculture 
Secretary Bob Bergland is  a member of the Trilateral 
Commission.  Foley ' s  chairmanship has meant a much 
more antiproducer orientation for the committee . 

Foley has backed legislation l imiting pesticide use, 
and has refused to move for emergency farm relief by 
raising parity levels to 90 percent. His stance on parity 
has been evident since 1 977,  when he allowed a member 
of  the committee to demand a roll call vote on an 
emergency parity measure, defeating the measure, 
which had passed a voice vote. Given his record, Foley 
now faces a tough reelection fight .  

Budget Committee 
In 1 974, along with other major "reforms," the 

Congress establ ished the House and Senate Budget 
Committees and the Congressional Budget Office, 
charged with setting overall tax and expenditure limits 
that committees are required to adhere to in making 
their specific al locations .  These new committees were a 
major factor in destroying the power of other individual 
committee chai rmen . At the same time, they gave 
enormous power to the Budget Committee chairmen, 
who could shape government policy by setting spend
ing limits for general programs and departments. Sig
nificantly, the first, and so far only, head of the 
Congressional Budget Office, which advises the Budget 
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What happened to the key House Committee leadership of 1970 

Committee 

Agriculture Committee 

Armed Services Committee 

Banking Committee 

Administration Committee 

Ways and Means 

Appropriations 

Merchant Marine 
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Leadership 

Chairman: W .  R. Poage (D-Tex . )  

2nd ranking: John  McMil lan (D-S .C. )  

3 rd ranking: Thomas A bernethy (D

Miss . )  

Chairman:  Mendel Rivers (D-S .C . )  

2nd ranking: Phil l ip Philbin (D-Mass.)  

3 rd ranking:  F .  Edward Hebert (D-La. )  

Chairman: Wright Patman (D-Tex. )  

2nd ranking: Wil liam Barrett (D-Pa.)  

3rd ranking: Leonor S ull ivan (D-Mo . )  

Chairman: Samuel Friedel (D-Md. )  

2nd ranking: Wayne Hays (D-Oh . )  

3rd ranking: Fran k Thompson (D-N J. )  

Chairman: Wilbur M il l s  (D-Ark . )  

2nd ranking: Hale B oggs (D-La. )  

3 rd ranking: John Watts (D-Ky. )  

Chairman: George M ahon (D-Tex . )  

2nd ranking: J amie Whitten (D-Miss . )  

3rd ranking: Otto Passman (D-La.)  

Chairman: Edward Garmatz (D-Md . )  

2nd  ranking: Leonor S ull ivan (D-Mo. )  

3rd ranking: Frank Clark (D-Pa.)  

Status 

Deposed from chairmanship in 1 974, 
retired in disgust in 1 976. 
Defeated in primary in 1 972. 
Retired in 1 972.  

Slandered as " H ouse drunk" by Eastern 

media, died in office 1 970. 
Defeated in primary after district he 

represented for 30 years was redistricted . 

Deposed as chairman in 1 974, retired in  

disgust in 1 976.  

Deposed as chairman in 1 975, replaced 

by 4th-ranking member Henry Reuss (D

Wash.)  

Died in 1 976. 
Retired in  1 976.  

Lost primary in  1 970 by 38 votes. 

Resigned in  1 976 after scandal invo lving 

entrapment by a mistress, Elizabeth Ray. 

N amed in A bscam entrapment scheme. 

Resigned as chairman after 1 6  years in 

1 974 after a scandal involving a drunk 

M ills and a stripper, Fanne Fox. Retired 

in 1976.  
Died in a plane crash in 1 972. 
Died in 1 97 1 .  

Retired i n  1 97 8 .  
Current chairman. 

Lost the primary in 1 976 after being 

indicted for extorting foreign aid 

contracts,  was cleared earlier of charges 

of bribery in the Koreagate scandal. 

Retired in 1 972 after his career was 

ruined by charges of bribery and 

conspiracy . The Justice Department 

acknowledged that a witness had forged 

documents and lied during a grand jury 

testimony.  

Retired in 1 976.  
Pleaded gui lty i n  1 979 to mail  fraud and 

income tax evasion and received a two 

year prison term in  1 979. 
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Committees, is Alice Rivlin ,  formerly an economist with 
the liberal Brookings Institution . 

While the chairman of the Budget Committee i s  
l imited to s ix  years in  office, the current chairman,  
Robert Giaimo (D-Conn . )  is leaving anyway because he 
is  retiring from Congress .  An intense three-way fight is  
under way for the chairmanhip between two l iberal 
congressmen, Paul Simon (D-I l l . )  and David Obey (D
Wis.) ,  and moderate Democrat James Jones (D-Okla . ) .  
Obey's  staff is  confident that he has  the votes in the 
caucus needed to win .  

An Obey chairmanship would consolidate the Budg
et Committee as an instrument by which the House 
leadership and a Carter administration can ensure a 
budget reflecting their policies. Of Congressman Obey's  
two opponents, "l iberal" Paul  Simon supports a bal
anced budget and crippling credit controls .  Congress
man Jones, a "fiscal conservative" according to his 
staff, is  concerned that there be adequate money to 
"expand the economic base. " 

Commerce Committee 
This important committee, which oversees most 

federal regulatory agencies and reviews most consumer 
legislation,  has been in  the hands of Harley Staggers 
(D-W.Va. )  for 1 3  years .  However , the committee will 
change hands next session, with the retirement of  Con
gressman Staggers, who has served in  the House since 
1 948 . Although he was able to maintain his chairman
ship position when the 1 974 crop of mostly liberal, post
Watergate congressmen entered the H ouse, Staggers i n  
fact lost control of h i s  committee. At  that time 1 2 
freshmen were seated on the 29-member Interstate and 
Foreign Commerce Committee. With the help of the 
freshmen, Congo  John M oss (D-Calif. ) ,  a highly vocal 
environmentalist, in  1 974 challenged Staggers for the 
chairmanship of the I nvestigations Subcommittee held 
by Staggers . M oss won. Although Staggers formally 
remained chairman, M oss was in effective control .  

N ow the committee is  being renamed the Energy 
and Commerce Committee and has been given a new 
mandate by the Congress to "write national energy 
policy generally . "  In addition to its previous functions,  
the committee will consolidate under its control al l  
energy matters with a few exceptions including research 
and development, which will remain with Science and 
Technology, and some tax matters staying with Ways 
and M eans.  

The new committee chairman will  be John Dingell 
(D-Mich .) ,  an environmentally oriented congressman . 
Dingell was a key author of the N ational Environmental 
Policy Act, which requires that every time the federal 
government plans a project , an environmental impact 
statement be fi led, a process that has severely hurt 
federal water program and other projects. 
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'You need to 
get things done' 
Former Congo Bob Poage, a leading Texas Democrat, 

served in the House for nearly 40 years. When he retired in 

1 9 76 ,  he had been ousted from his A griculture Committee 

chairmanship by the new Congress that came in in the wake 

of Watergate. 

EIR : Congressm an, what do you think have been the 
effects of  the committee reforms established in the 
House? We are looking into the effect they have had on 
the role of  the committee chairmen and the committees . 
Poage : I was assistant to the House Agriculture Com
mittee chairman for sixteen years and chairman for eight, 
and both myself and the other chairman had the reputa
tion of being rough operators .  We ran the committee 
with an iron hand.  

We had the reputation of being ruthless. They ousted 
me because m any new members felt  I was too arbitrary 
and too harsh .  M r .  Foley, the current chairman, is a fine 
man but he is too easy with the committee. He didn't 
demand anything, and the committee doesn't get any-
thing done. 

. 

EIR : Would you say there is a difference in policy 
between you and Mr .  Foley, that you favor the producers 
more? 
Poage : To some degree, yes . 

Foley feels a greater responsibil ity to the consumers, 
that' s due to the age, generation ,  and the times. I felt the 
producers are vital to the welfare of  the nation .  I came 
from a generation and time and area where production 
was more important than today and farmers were more 
important than they are today . 

Forty years ago, I joined the committee. I didn't 
change fast enough. 

EIR : How do you think the reforms have changed the 
Congress? 
Poage : The basic thing that's happened is  that Congress 
as a whole sought to establish rules that give new mem
bers a larger voice than ever in the past .  Foley represents 
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that, I represent the contrary . 
I think it was important to expedite things and get 

things done and you couldn't if there is interminable 
debate and discussion .  You need people to move with the 
chairman and get things done. We did bring legislation 
out and we did pass i t .  The weakness of  the present 
system is not simply Foley's; the members feel that more 
people should share the responsibility and when they do 
it slows down the com mittee and you lose a centralized 
committee . 

There are multitudes of autonomous subcommittees 
with thei r  staffs, which increases the cost of government 
tremendously. 

There are hundreds of  subcommittees, which are 
trying to make each individual an outstanding congress
man, of outstanding im portance .  When there are 200 
subcommittees they are never as important as a commit
tee chairman when there are 1 8  committees. I t  hasn't 
given the congressmen the recognition they wanted from 
it .  

Now the Congress is unable to pass legislation be
cause the subcommittee hears a bi l l ,  the ful l  committee 
never hears testimony, nor do they get an understanding 
of the bil ls .  

The large committee has less opportunity to know 
the subject matter. When a bi l l  goes to the floor and a 
member asks a committee member to answer a question 
on it, they don't know anything.  The committee i s  thus 
not able to have the floor action we had. The legis lation 
now doesn't have the preparatory activity and they don't 
pass as many bil ls .  Yet many more go to the floor and 
more time is spent on the floor and less in hearings .  

I feel that the so-cal led reforms haven't brought the 
intended results . After World War II we had reforms 
which cut the num ber of  committees i n  half and i t  
speeded up the action in  the House. There wil l  be a return 
to smaller committees, fewer committees, combined 
committees. 

We desperately need it in Congress, we had i t  after 
the war and we abandoned it. The members should only 
get one committee . The only reason for more than one is 
for prestige at home. 

When I went into Congress in 1 937 ,  I had six com
mittees and I didn't give any serious help to any because 
I didn't know anything about the subjects .  I think con
gressmen should know al l  about their subjects, they 
should be specialists. Now they are a jack-of-all-trades 
and master of none. 

EIR : What would you consider your most important 
accomplishment in yo ur forty years? 
Poage : I would say the Poage-Aiken bi l l ,  which set up 
rural water systems al l over, it established running water 
in small towns .  I guess also the rural telephone bi l l ,  but 
the water one was more important. 
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'Like chickens 
without a head' 

Congo R ichard Nolan was first elected to Congress in 1 9 74.  
He serves on the Small Business and A griculture Commit

tees and is chairman of the Rural Development subcommit

tee of Agriculture. Congressman Nolan is retiring this year 

and going into the export business, out of disgust with the 

"paralysis" of Congress. 

EIR : Why did you decide to leave Congress this year? 
N olan : I had to spend one mill ion dollars to serve six 
years in Congress. I had to raise it ;  my district is a 
marginal  district, and I was spending half my  time 
campaigning and raising money . I didn't go into public 
service to be a professional fundraiser. I t  was a combi
nation of witnessing the paralysis i n  Congress and spend
i ng an inordinate amount of time raising money which 
convinced me not to run again ,  to enter into an arena 
more constructive. I will go into export m anagement, to 
assist in overseas development . 

As  a congressman,  you go back to the district Thurs
day night and then come back to Washington Tuesday 
and you are exhausted from all the fundraisers. You only 
spend a couple of days legislating . You get interrupted 
all day with votes on innocuous matters l i ke reading the 
Journal. A couple of us figured it out one day that the 
innocuous votes take away two to three months of actual 
working time.  U nder the old procedure when you had 
stronger committees, you had fewer votes but they lasted 
longer. 

My point i s  that you can h ave the votes of  concern to 
significant minorities but they can be bunched together. 
You can schedule the votes at a predetermined time. 

M any mem bers call for a quorum as a dilatory m at
ter . People figure we can keep Congress from working 
two or three m onths a year . People will  call  for record 
votes for thi s  reason .  It is  deliberately against Congress. 
They feel that that which governs best governs least. If 
we keep walking around like dummies and voting on 
i rrelevant matters, it 's ridiculous . . . .  

We are going around like chickens without a head, 
because some people want a good voting record . People 
don't  look at what the Congress votes on,  just how many 
votes they have cast. 
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Ayatollahs bargain for 
Washington's blessing 
by Robert Dreyfuss 

President Carter, in a desperate bid to salvage his reelec
tion chances, is moving dangerously close to giving 
I ran's  ayatollahs everything they want. 

The I ranian leadership,  including the Muslim Broth
erhood secret society that controls the levers of power in 
the Khomeini dictatorship, know ful l  well what is  also 
co mmon knowledge among the political insiders in 
Washington,  that without the release of the 52 U . S .  
hostages Carter wil l  lose the Nov. 4 election . 

For that reason ,  the I ranian mullahs i ntend to extract 
sweeping political concessions from the Carter admini
stration by manipulating Carter in  the final  two weeks of 
the election campaign .  

I n  recent days, Carter and Secretary of State Ed 
Muskie have declared that the U nited States is prepared 
to send weapons and spare parts to the aid of  Khomeini 's  
terrorist cliq ue if the hostages are freed .  

Spare parts not the issue 
But the issue of trading hostages for arms is not the 

Issue. 
The real issue at stake in the current round of U .S . 

I ran secret negotiations is  that the ruling clergy of I ran 
is  demanding that President Carter both formally legi
t imize the Khomeini regime and, at the same time, 
abandon the Arab countries of the Pers ian Gulf to the 
"export" of the Iranian revolution .  

The contro llers of  Khomeini and the M uslim Broth
erhood are a particular faction of the Anglo-American 
intell igence and financial establishment, who helped 
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bri ng Khomeini to power by toppling the shah . During 
1 978 and 1 979,  the Carter administration collaborated 
with these circles in supporting the revolution in I ran
and now the clergy in Iran is  demanding that Carter go 
al l the way and give the M uslim Brotherhood and its 
London backers ful l  freedom of action in the Persian 
Gulf. 

By institutionalizing the Khomeini regime, London 
intends to create a permanent base of operations for the 
Muslim Brotherhood in  the region .  Then, from Tehe
ran, the British can destabi lize the entire Gulf area, 
reduce the flow of oi l ,  and jack up oil prices . 

Carter grovels for mullahs 
In a speech on  Oct. 20, Carter said that if the 

hostages are released, then the United States would 
immediately free $8  bil l ion in frozen I ranian assets in 
U .S .  banks and, he impl ied, clear the way for shipping 
at least $550 mil l ion in  arms and spare parts to I ran and 
its fanatical leaders .  

Secretary of State M uskie,  on the same day,  sharp
ened U . S .  criticism of I raq and offered help to I ran . 
"The integrity of Iran is threatened by the I raqi inva
sion .  We are opposed to the dismemberment of I ran .  
We bel ieve that the coherence and stabil ity of Iran is in  
the interests of the stability of the region as  a whole." 

I t  was the first time that an American official called 
the war an " I raqi invasion ,"  and it reflected, according 
to diplomatic sources, the start of a much broader U . S . 
I ran al l iance .  
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A n  Iranian mullah in besieged Khorramshahr. 

But whether or not the U .S .  overtures to Iran wil l  
bear fruit is  sti l l  unclear. 

Less than 24 hours after the Carter and M uskie 
speeches, a leading Iranian official,  H assan Ayat of the 
ruling Islamic Republic Party, delivered a rebuke to 
Carter . 

"Carter is trying to save his face with American 
voters-that' s why he is making it look like there are 
secret negotiations with Iran . "  He then proceeded to lay 
down extremely tough conditions for releasing the 52 
hostages, including a suggestion that I ran i s  seeking "to 
settle accounts with the pro-American regimes of the 
region ."  

Said Ayat, "This  is  the occasion to export the 
Islamic Revolution . "  

He then declared, "Washington wil l  have t o  accept 
these conditions, or else we will put the hostages we 
consider spies on tria l ."  

And Ayatollah Rafsanj ani ,  the  I ran parliament 
speaker, said bluntly that "If  the United States accepts 
the conditions, there won't be any problems ."  

Preelection maneuvering 
Both the Democrats and Republicans, as well as al l  

factions of the Khomeini government, know the impact 
that Iran's release of the hostages m ight have on  the 
outcome of the Nov. 4 elections .  

Carter and his entourage are now edging closer to 
making the kind of concessions to Iran which, although 
they might in  fact induce the Teheran regime to let the 
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hostages out, would lead to a strategic debacle for the 
United States in months to come. 

By agreeing even to negotiate with Khomeini ' s  
terrorists, Carter i s  degrading the United States and 
causing serious doubt about U . S .  policy for the region 
and international ly .  

A counterstrategy? 
The Republicans, including Reagan, are also aware 

of  what Carter is  trying to do on the eve of  the election . 
I n  the first sign of a counterstrategy, Reagan yesterday 
blasted Carter for a "humiliation and a disgrace" to the 
country for having let the hostages languish for almost 
a year, and he declared that he has a "plan" to get them 
freed . 

But Reagan did not state what many political insi
ders know to be the case: that Carter set up the taking 
of the U .S .  hostages last fal l  deliberately and with 
malice aforethought, with the help of  British and Israeli 
intell igence ! Among other things, the Teheran crisis 
al lowed Carter to steamroller Ted Kennedy in  the 
Democratic primaries . 

Because key elements in the Reagan camp, such as 
Henry Kissi nger and D avid Rockefeller, were them
selves directly involved in  the conspiraacy to seize the 
hostages , i t  i s  certain that Reagan will not raise the real 
issues of  the Teheran crisis unless he breaks with the 
Kissinger-Rockefeller faction . 

For their part, the I ranians believe that due to 
election pressures now they can win from Carter conces
sions which would otherwise be impossible .  But many 
Iranians,  such as President Abolhassan Bani-Sadr and 
others, are also afraid that if  the hostages are not freed 
then Reagan-who is expected to be m uch less wil l ing 
to tolerate the ayatollahs-wil l  be elected . So they are 
arguing that the hostages ought to be freed in the time 
remaining before Nov. 4. 

Warnings from Iraq 
Iraq i s  issuing b itter warnings to the Carter admini

stration not to make the mistake of siding with Iran ' s  
religious oligarchs .  "The United States better remain 
neutral i n  the Gulf conflict ,"  said I raqi foreign minister 
Saadun Hammadi ,  "and refrain from supplying weap
ons and spare parts to Iran . "  Otherwise, he said, " Iraq 
wil l  consider [it] to be a hostile party directly involved 
in the conflict ."  

But ,  despite the tough ta lk  that  continues to stream 
from I ran , there are contrary indications that much of 
the preliminary negotiations toward a U . S . - I ran deal 
have been completed. I n  Teheran,  Prime M i nister M o
hammed Ali Raj ai-having j ust returned from New 
York-said that he is certai n  Washington is prepared to 
meet the four conditions for returning the hostages that 
were set two months ago by Khomeini . 

International 49 



Japan stalls on aid for 
Mexico's industrialization 
by Richard Katz 

Japan's fear of disobeying Washington, and it its own 
strong dose of "oil fever ," once again snatched defeat 
from the jaws of victory in the matter of Japan-Mexico 
oil-for-technology cooperation .  

At high-level talks in Tokyo Oct . 13  to 1 5 , Japan's 
business and political leaders first turned aside Mexico' s  
invitation to  participate in Mexico' s  industrialization 
efforts, and then pressured Mexico to up its oil sales to 
Japan in any case. Japan ignored the reaffirmation by 
Jorge Diaz Serrano,  director of  the Mexican state oil  
firm Pemex, that Mexico 's  oil will go only to those 
countries which aid its development .  

Seemingly, conditions in both countries were ripe for 
a successful meeting . With Japan's exports of consumer 
durables like cars being hit hard by rising protectionism, 
that country's  businessmen are eager to sell  capital goods 
and machinery overseas.  Japan 's  need for oil ,  always of 
concern to its businessmen and officials, became even 
more acute with the loss, at least temporarily, of  its 
supplier for 10 percent of its oil  imports, Iraq (which has 
also been its largest customer for plant and equipment 
exports in 1 979).  Since Mexico has escalated its commit
ment for rapid industrialization, headlined by port, steel, 
and other development efforts, it required cooperation 
with countries such as Japan.  

Despite these factors, the meetings ended with little 
to show for the efforts, except perhaps heightened irrita
tion at Japan by the Mexicans .  Only one cooperation 
agreement was reported signed, a relatively minor one 
for cooperation in fishing . Additionally, Premier Zenko 
Suzuki announced plans to create a new vehicle for 
promoting Japanese-Mexican joint investments in Mex
ico .  The institution will be organized under the aegis of 
the Mexico City office of the Japan External Trade 
Organization (JETRO), and will include the govern
ment's Overseas Dvelopment Corporation and the two 
major business federations, the Chamber of Commerce 
and Industry (JCCI) and the more powerful elite Keidan
ren o Under other circumstances, this would be hailed as 
a major step forward . However, considering Japan's  
reaction to Mexico's joint investment proposals, it i s  
difficult to see exactly what work the new body wi l l  have. 
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Diaz Serrano and Special Projects Coordinator Moc
tezuma Cid arrived in Tokyo hoping that the new Suzuki 
administration would be more responsive than that of 
Suzuki 's  predecessor, M asayoshi Ohira. Just prior to the 
meeting on Sept . 25, M exico and Japan concluded the 
long-awaited $370 mill ion deal for capital goods and 
steel between Japan's Kobe Steel ,  Mexico's national 
development bank Nafinsa, and the state steel firm, 
Sidermex. Public figures ranging from Resources and 
Industrial Development Minister Jose Andres De Oteyza 
to labor chief tan Fidel Velazquez hailed the project as 
exemplary of  the kind of cooperation Mexico sought 
both with Japan and other advanced countries. 

At the first round of the Tokyo talks,  Diaz Serrano 
and Moctezuma Cid specified bil l ions of dollars worth of 
projects . They included: 

• a joint Mexico-Japan refinery and petrochemical 
complex in Japan, modeled on a similar Pemex arrange
ment with Spain .  Presumably the products would supply 
not only Japan but also other countries in Asia; 

• four major port projects on which $ 1 .4 billion will 
be spent during 1 980-82 .  This includes dredging deeper 
ports at Las Truchas, to aid the Kobe steel project 
mentioned above, a new superport complex at Altamira 
for a new steel-centered project for which Japanese par
ticipation is  also sought, further expansion at Salina 
Cruz, and an entirely new port at Laguna de Ostion, on 
which groundbreaking is  expected in 1 98 1 ;  

• five other major projects in the agroindustry fields 
of cattle-raising and forestry; 

• requests for Japanese investment in Mexican proj 
ects for secondary petrochemicals,  capital goods, ma
chinery and steel . Steel merits particular mention ,  since 
President Lopez Portillo recently intervened in an inter
nal dispute over the rate of steel development to mandate 
a higher rate of development, about $2 bill ion in steel 
projects every year for the next ten years . Japan's tech
nology is particularly sought in this area, based on the 
recommendation of De Oteyza after his April 1 980 tour 
of Japan. 

Japan's po litical and business leaders responded to 
these offers in a way the proudly nationalist Mexicans 
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could only regard as insulting. Japan ' s  business spokes
man, Mr.  Shuo Izawa from the Long Term Credit Bank,  
patronizingly told the Mexicans that they "cannot expect 
to industrial ize overnight," adding that they were "pre
mature" to judge Japan's lack of cooperation "harshly, " 
since serious talks had gone on for "only two years ."  He 
then told the high- level visitors that if  Mexico wanted 
Japanese investments, it had to forego its strict " M exi
canization" law. This law, which prohibits foreigners 
from owning more than 49 percent of any production 
venture in Mexico,  has almost constitutional status in the 
public mind. Other Japanese business leaders reportedly 
told the Mexicans to change thei r "overprotective" labor 
laws as well .  

While turning aside development cooperation ,  Pre
mier Suzuki and Trade and Industry Minister Rokusuke 
Tanaka nonetheless pressured Mexico to hike its oi l  
shipments to Japan from the current 1 00,000 barrels per 
day to 300,000 barrels per day. Ironically, M exico had 
raised the level to 1 00,000 bpd only a few days before the 
visit as a goodwiil gesture, though not contractually 
required to do so until the end of this year. So strong was 
Japan's  "oil  fever" that Ofaz Serrano was forced to 
declare false a press leak by Suzuki ' s  office that indicated 
Ofaz Serrano had pledged in private to raise oil sales to 
Japan once Mexico raised its overall production .  

In  fact, Ofaz Serrano angri ly summoned a press 
conference to declare: " Press reports indicated that, if 
Mexico increases its [oil] export level , it would increase 
its supply of crude to Japan. For now, and this is definite, 
Mexico has no plans to modify the structure of its oil 
production and export levels ." 

Japanese businessmen attributed the behavior by Su
zuki and the business community to fear of offending 
J immy Carter . One Japanese ban ker told EIR : "Wash
ington regards Mexico as being part of its circle. Japan 
cannot seek a great deal of Mexico's  oi l  or aid its 
industrialization without first consulting with the U nited 
States . " 

The Carter administration has repeatedly made it 
clear to Japan that it will not tolerate thei r helping 
Mexico become, in Brzezinski ' s  phrase, "a  new Japan 
south of our border," i . e . ,  an industrial powerhouse. The 
banker added: "Japan's  ten-year perspective is to shift 
heavily from oil to nuclear and coal . But we must depend 
heavily on the U . S .  for both . We cannot risk this by 
seeking too much Mexican oi l  against U . S .  wishes ."  One 
observer noted that if  current trends continue, Mexico 
will shortly be in a better position to offer nuclear 
cooperation with Japan than America . 

Similar pressure before the late Premier Masayoshi 
Ohira's May 1 979 visit led to a serious setback in Japan
Mexico relations, when Ohira ful ly adhered to Washing
ton 's dictates. This latest visit was seen as a test case as to 
whether the new Suzuki govern ment would continue 
Ohira's posture, not only in regard to Mexico, but more 
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generally regarding Japan' s  subservience to Washing
ton, even at the expense of Japan' s  own interests . Suzuki, 
who had been a behind-the-scenes fixer for Ohira before 
becoming premier, has proved to be, to the disappoint
ment of at least some of Japan' s  businessmen, "the same 
as Ohira ."  

Nothing could contrast more with the  upshot of the 
Japan-Mexico talks than the fruits of  the Mexican dele
gation ' s  later stop in  South Korea. On almost every point 
at issue, the Korean government and business commu
nity responded favorably to M exico 's  desire for industri
al  partnership . As a result,Dfaz Serrano told the Koreans 
that Mexico would supply them with o i l .  S ince a l l  ship
ments for 1 98 1  are already contracted for ,  the sales 
cannot begin unti l  the first months of 1 982 .  No figures 
have been released as yet. 

Both Chang Cho Chung, president of the Korean 
Chamber of Commerce and Industry, and Sae Chong 
Song, president of the Samsung bus iness group, one of 
Korea 's  largest, said that Korea desires a ful l  industrial 
partnership with M exico . "We are not interested simply 
in commodity trade," explained Chang, "we want to 
have big construction projects in  M exico, and to transfer 
industrial technology ."  Such plant and equipment export 
ventures, already p lenti fu l  in the Middle East, have been 
a major economic strategy for Korean development for 
some years now. Unlike the Japanese, Chang expressly 
said that Mexico's  law l imiting foreign investment shares 
to 49 percent presented no problem.  In addition to the 
large projects, the Koreans also foresaw a significant 
trade potential  in  shipbuilding, texti les, and other areas .  

Both of the businessmen also welcomed Ofaz Ser
rano's proposal for a joint Korean-M exican oil refinery 
and petrochemical complex in the Phil ippines, stipulat
ing only that this should be done on a government-to
government basis-something the Mexicans also prefer. 

In this context, the Mexicans agreed in principle to 
supply oil to Korea for exactly the same reason they did 
not agree to increase shipments to Japan: only those 
countries which cooperate with Mexico's  economic de
velopment wi l l  share in its oi l . 

The fruitful discussions with M exico are part of the 
economic diplomacy the new Korean government of 
Chun 000 Hwan is carrying out with Indonesia ,  Malay
sia, Venezuela,  and other non-Middle East oi l  producers . 
The new Korean premier, N am Duck Woo, had been a 
major architect of the economic boom under Park Chung 
H ee in the 1 960s and 1 970s.  He is  expected to end the 
economic retrenchment enforced in Korea by the World 
Bank over the last two years. A major component of the 
economic revitalization campaign will be making Korea 
a major exporter of plant and equipment to developing 
countries, particularly those able to supply oi l  and other 
raw material to resourceless Korea. The successful Ko
rea- M exico negotiations are likely to be rep licated by 
Korea el sewhere . 
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DatelineMexico by Josefina Menendez 

The PCM and a new '68 uprising 

The government seems to have cooled out a threatened 

strike by a communist-led union . 

Never before this year's anniver
sary had so many ultralefti st group
ings gathered to commemmorate 
the Oct. 2, 1 968 violent confronta
tion between Mexican students and 
the army. This year,  as in 1 968,  the 
l eaders  of the large  d em o n 
stration-some o f  the press report
ed there were over 40,000 protesters 
were the Mexican Communist Par
ty (PCM);  their university trade 
union front, the N ati onal U niversi
ty Workers U nion (SUNTU) ;  and 
various Trotskyist and Jesuit 
groupings, as wel l as assorted ho
mosexual and lesbian activists. 

Mexican authorities were not 
particularly alarmed by the demon
stration itsel f, but a set of develop
ments aro u n d  i t  have provoked 
serious-if quiet-concern at the 
highest levels of Mexico's political 
establ ishment. The cause of con
sternation was the growing indica
ti ons that the PC M and S U N T U  
hope t o  use exi sti ng student and 
labor problems to un leash a '68-
style wave of destabilizations across 
the country-just as the fight for 
the presi dential succession is heat
mg up. 

The im mediate focus of their 
activity is a S UNTU cal l for a N  ov. 
1 nationwide strike of un ivers ity 
workers and students, built around 
the fo l lowing demands: I) the right 
to set up a single, national  union of 
university workers, em powered to 
negotiate a g lobal national con
tract; and 2) the right to stri ke .  

These two points are both issues 
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because, unti l  n ow,  the university 
secto r has been a gray no-man's 
land in  the labor legislation,  and no 
one quite k new i f  they fel l  into the 
category of state workers who are 
constitutional ly forbidden to strike 
and form national unions .  

It took direct presidential inter
vention and the drafti ng of an ad
dendum to the Federal Labor Law 
to come up with a compromise so
l utio n to the crisis :  the new law 
grants university workers the right 
to union ize and  strike, but only on a 
local university-by-university basis . 
A national  trade union was express
ly  forbidden .  

Pres ident Lopez Porti l lo per
sonal ly met with the S U NT U  lead
ers to seal the accord. A high gov
ernment official tol d EI R that 
Lopez Po rti l lo candidly informed 
the com munist trade unionists that 
a major labor showdown at this 
stage of  the game would fundamen
tal ly alter the presiden ti al s ucces
sion fight, and that the most reac
tionary , antilabor layers in M exico 
would be the ones to benefit. 

The president's arguments were 
apparently convincing .  The SUN
TU leaders emerged from the  meet
ing and to ld the press that it was 
" prem at ure" to call for a N ov.  I 
stri ke.  A lthough there is sti l l  a lot of  
pressure from the worker base for a 
stri ke, it does appear that a serious 
l abor co nfro ntation will now be 
a voided . If things are settled peace
fu l ly  in the final  analysis ,  it will be 
an important feather in the cap of 

the labor mInIster, Pedro Ojeda 
Paullada, viewed by many as the 
leading candidate to succeed Pres i
dent Lopez Portil lo .  

Just how much i s  at stake i n  the 
PC M question was indicated by a 
statement made by former Presi 
dent Luis Echeverria Oct. I .  I n  a 
conversation with journalists on the 
topic of  the 1 968 destabi l ization ,  
Echeverria dropped the following 
pol itical bombshel l :  " involved [in 
1 968]  were contributions and con
cerns reaching from the Commu
n ist Party to help from Sears Roe
buck ,  involvement of  very revolu
tionary groups  as well as that of the 
Jesuits .  " 

The remark provoked a predict
able freakout .  One of the leading 
student organizers of  the 1 968 
movement, Luis Gonzalez de Alba, 
now a leader of the Homosexual 
Front for Revolutio nary Actio n ,  
confessed to the press that  " Eche
verria was right to state that we had 
in our movement Sears employees 
. . .  as wel l as Jesuits and Commu
n ists ,"  and that this " is  the best 
proof of the popular character of 
the movement ."  

Sears Roebuck officials were 
hardly pleased either by the charges 
or the confession .  In response to a 
question put to him by EI R ,  one 
company executive in Mexico stat
ed : "That's the most ridicul ous 
thi ng I ha ve ever heard . "  

Readers o f  this co lumn are 
aware that we have closely moni
tored the activities , past and pres
ent, of  the J esuits and other foreign 
forces who are attempting to desta
bi l ize the Mexican government.  We 
would l ike to take this occasion to 
add that M r . Echeverria's charges 
are consi stent with documentation 
otherwi se deVeloped independently 
by this magazi ne .  
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Middle East Report by Robert Dreyfuss 

Military expert cites war danger 

M enachem Begin may order preemptive strikes-to prop up 

Israel's economy. 

Is I srael 's  defense minister Mena
chem Begin contemplating a pre
emptive strike against Israel's east
ern neighbors? 

That question is not a specula
tive one in  view of a remarkable 
article in  the Oct. 1 7  Jerusalem Post 
that has received no notice in the 
U . S .  newspapers of record.  

On that date, the Post 's  mil itary 
correspondent, Hirsh Goodman,  i n  
a piece entitled, "Dangerous Strat
egy ,"  warned that "the thesis has 
been bruited about in the wake of 
the new Middle East realities creat
ed by the I ran-Iraq war that this 
may not be a bad time to settle 
scores with the Syrians and the Jor
danians ."  

Goodman asserts that this "the
sis" has been put forward in certain 
Israeli strategic circles for the fol
lowing reason: "Jordan and Syria 
being involved, actively or  passive
ly, on both sides of the fence, in  the 
Iraqi-I ranian conflict, they would 
be less ready to deal with Israel than 
in times of Arab unity . "  

A ccording t o  G o o d m a n ,  t h e  
most p laus ib le  reason g i v e n  b y  
these circles for a preemptive strike 
is that I srael 's economy is  col laps
ing .  " Economical l y , "  Goodman 
cites these circles as affirming, " Is
rael will be unable to keep pace 
indefin itely with the huge arms pur
chases in the Arab world, witho ut 
becoming total ly enslaved to the 
U . S .  and/or  creating inso lub le  
problems a t  home . . . .  

"Thus, it would be wise for I s-
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rael now to launch a preemptive 
strike which would destroy as much 
as possi b le  of the i n frastructure 
bui lding up in  the main co nfronta
tion states and thus retard their 
war-making capabi l ity. "  

This would "gi ve Israel a few 
years' reathing space" and would 
"also provide a hostility-free at
mosphere" for the I sraelis .  Good
man does not ascribe what he cal ls 
" irresponsible sabre-rattling" to 
Defense Minister Begin personal ly .  
He  does warn that this  l ine of  think
ing can soon become "settled gov
ernment policy . . .  i f  i t  i s  repeated 
often enough ."  

In  ElR 's  estimation,  this l i ne  i s  
being repeated frequently by one 
prominent Israeli grouping that has  
significant inputs into Begin 's  over
all thinking.  This is the so-called 
Tehiya (Hebrew for Renaissance) 
Party fo unded by the architect of 
I srael 's nuclear-bom b capabi l ity, 
physicist Yuval Neeman.  

To some,  it may seem odd to 
lump Neeman and Begin together, 
given Tehiya 's  vocal opposition to 
the Egypt- Israel treaty ever since 
the Party 's inception in 1 979 .  

There i s  no  difference, however, 
between both men's commitment to 
"eternal" I srael control over what 
t h e y  b o t h  c a l l  " J u d e a  a n d  
Sam aria . "  EI R has learned that Be
gin is sending two Israeli govern
ment representatives to a Nov .  1 
dinner in New York sponsored by 
the newly fo rmed Tehiya fro nt 
group P. E .A .C . E . ,  whose acronym 

stands for " Preventing the Emer
gence of  Another A rab Country i n  
Eretz-I srae l ,"  a n d  whose overt pol
icy i s  for I srael to annex "Judea and 
Samaria . "  

Neeman's thinking on the situa
tion facing I srael i s  evident from 
com ments  m ade to Wall Street 
Journal correspo ndent  J o n athan 
Spivak, reported i n  Spivak's Oct. 22 
feature entitled, " Israel 's  Triple
Digit Inflation Threatens to Upset 
Po litical and Social Stability, May 
Topple Begi n . "  

I n  this p iece, Spivak includes 
the fol lowing comments: " Inflation 
is  begin ning  to threaten I s rae l ' s  
pol itical and socia l  stabi l ity . And 
defense specialists say it  wi l l  soon 
weaken the nation 's  mi litary capa
bi l ities at a time when the country's  
i ncreas ing  d ip lomatic i so la t ion  
leaves it  m ore vulnerable to  Arab 
force. 'There is a very gooq chance 
o f  the  d isappearance of  I srael , '  
gloomily predicts Y uval Ne'eman, 
a mil i tary special ist and professor 
of physics at the University of Tel 
Aviv ."  

The significance of  this juxtapo
sition is  clear from Goodman's Post 
article .  A key card in Neeman's 
hand is  that his party effectively 
controls I srael 's fi nance ministry . 
Minister Yigal Hurvitz is known to 
share the Tehiya Party's belief that 
the West Bank should be annexed 
and that I srael 's popUlatio n should 
be  i n cr e a s i n g l y  " fu n d a m e n t a l 
ized" by undermining its " fixation" 
on material well -being. 

Thanks to H urvitz's policies, Is
rael ' s  i n fl at ion  rate i s  now ap
proaching 1 50 percent-one of the 
highest in the worl d-and the very 
dynamic interplay that Goodman is 
warning about between economic 
co ll apse and expansi onist warfare is 
co ming to the fore. 
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International Intelligence 

Carter purchasing base 
in Sri Lanka ? 

The story behind the sudden imposition 
of a state of emergency last week in  the 
Indian Ocean nation of  Sri Lan ka m ay 
well be tied to U . S .  mi li tary designs in  
th is  area, accordin to rel iable sources in  
New Delhi .  The u . s . ,  unhappy w i th  cer
tain inadequacies in the Diego Garcia 
base facility, is  extremely interested in 
another base, possibly at Trincomalee, 
where it already has fueling rights . 

Former Sri Lankan prime minister 
Sirimavo Bandaranaike, a long-time 
leading figure in  the non-aligned move
ment, has charged that the Carter ad
ministration is securing a naval base in 
exchange for bolstering the faded politi
cal image of  President J. R. J ayawardene 
with economic aid . 

Bandaranaike made this charge less 
than a week after the Jayawardene gov
ernment ordered the declaration of a 
state of emergency, stripped the former 
prime minister of  her civil rights and 
disenfranchised her in a desperate effort 
to si lence opposition forces . The round
ing up of Mrs.  Bandaranaike' s Freedom 
Party supporters, and the nature of  the 
kangaroo court proceedings against her, 
reminded observers in  New Delhi of sim
ilar developments 1 8  months ago i n  Pak
istan when the late Z .  A. Bhutto was 
eliminated. 

Brazil tries to expel 
subversive priest 

The president of Brazil has ordered the 
expulsion of an Ital ian priest who refused 
to say mass on Brazi l ' s  Independence 
Day on the grounds that the poor people 
of  Brazil are "still dependent ." His ex
pulsion was the first in  a crackdown on 
the foreign " Liberation Theology" 
priests who aim to replicate Khomeini ' s  
theological chaos in  Brazi l .  

The government fears these priests 
will set off insurrections that will cause a 

54 International 

disaster, rather than alleviating the suf
fering of the poor they claim to lead. 

As Father Vito M iracapil lo was being 
taken to the airport on Oct. 1 7, however, 
a Supreme Court justice issued an inj unc
tion to block Miracapi l lo 's  deportation 
until further hearings.  

The Theol ib crowd is  prepared to go 
berserk i f  the priest i s  "martyred" by 
being expelled. On the other hand,  i f  the 
Supreme Court decides to overturn the 
president's order [something i t  has never 
done],  they will read i t  as a sign that the 
government is  impotent to stop their sub
version.  

Radicals move against 
moderate A rab axis 

Damascus has become a center for nu
merous Arab communist and leftist par
ties to plot a takeover of the regime of  
Iraq's Saddam H ussein ,  according to Le 
Monde journalist Eric Rouleau. Along 
with the leftists, the extremist clandestine 
M uslim Brotherhood is  invo lved, as well 
as the wing of  Soviet intell igence associ
ated with British triple agent Kim Philby.  

Earl ier this week,  Ayatollah M oham
med H akim,  an Iraqi Shi ' ite fanatic, ap
peared in  Teheran to announce his bid to 
overthrow H ussein by waging an Islamic 
revolution in  Iraq.  S imultaneously, the 
head of the Iraqi communist party, M o
hammed Aziz, visited Damascus to con
fer with Syrian president Assad. The Ira
qi communist party was recently purged 
from Iraq for its insurrectionary activi
t ies,  including aid to insurgent ethnic 
minorities l ike the Kurds .  Earlier this 
month the Iraqi and Iranian communist 
party leaders met to condemn Saddam 
H ussein ,  after Iraq invaded Iran in a bid 
to overthrow the theocratic Khomeini 
regime. 

Syria, a longstanding enemy of  Iraq, 
has allied itself with both Libya and Iran 
to challenge the moderate Arab axis of  
Jordan, Saudi  Arabia, and Iraq. The 
London Daily Telegraph reports that 
Syria has hatched a plot to send assassins 

and saboteurs against Jordan and Iraq, 
using Iraqi exiles. 

New India-Soviet 
energy package 

India and the Soviet Union are working 
on a sol id development package centered 
on the energy sector, according to in
formed sources in  New Delhi .  S ince an 
acute energy crisis has hit India 's  devel
opment plan,  experts here are drawing 
up a project l ist to be considered at the 
upcoming Indo-Soviet trade talks.  

Indian planning minister N. E.  Ti
wari left for M oscow on Oct. 22 .  An 
expert team is working out detai ls  on 
various sectors of the economy. It is 
highly l i kely that the deal wi l l  be inked 
when Soviet president Brezhnev visits In
dia in late November or  December of this 
year. 

New Polish crisis 
in the works 

Lech Walesa, the Polish shipyard strike 
leader who now heads the independent 
trade union federation "Sol idarity ," has 
toured southern Poland to rally support 
for his organization .  In the course of his 
trip ,  he dropped al l  pretense of being 
"not political ,"  as he had a lways insi sted. 
Walesa declared dramatically that he was 
"ready to accept any responsibi lities" the 
Polish people would give him.  Sources in  
France and  West Germany believe that, 
although the dispatch of Warsaw Pact 
troops into Poland is  a " last resort" for 
Moscow, such a decision could come 
soon after the Nov. 4 U . S .  elections .  

The London Daily Telegraph . often a 
platform for British-based circles who 
give orders to Polish dissidents, stated 
editorial ly Oct. 1 7  that Poland was safe 
from Soviet invasion unti l  Nov.  4 be
cause the Russians "do not want to give 
certain victory to Mr .  Reagan ."  But the 
Telegraph projected that Poland would 
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slip "out of effective Communist con
trol ," suggesting that the U . S . S . R .  
would inevitably make its move . 

While international attention was fo
cused on Walesa working the crowds in 
Krakow, the new Pol ish regime was elab
orating a program which, in the assess
ment of one source from a Soviet-allied 
country, would take Poland "away from 
socialism ." The program of the Stanis
law Kania regime has not been revealed 
in its entirety, but its outl ines emerged at 
the Oct. 4-6 meeting of the ruling party's  
Central Committee . Kania's report there 
bore the imprint of  Politburo members 
Stefan Olszowski and Tadeusz Grabski, 
advocates of a consumer-ti lted approach 
to running the Polish economy that 
would eventually undercut not only 
heavy industry but the overall power of 
the Polish economy and rebound against 
the consumer, too .  

Greece blackmailed 
into rejoining NA TO 

The sudden Greek decision to rejoin 
NATO is "part three of the Turkish 
coup," said a Greek i ntelligence source 
this week . "Part one was the Turkish 
coup itself, which put into power the 
Turkish generals ,  who are doing every
thing they can to accommodate NATO 
in its drive to mili tarize the Middle East 
and the Mediterranean .  Part two was the 
Persian Gulf crisis itself and the sudden 
increased li kelihood of  U . S .  mil itary ac
tion in the region.  Part three is  the Greek
NATO consolidation, which has sudden
ly catapulted the hard-line, pro-NATO 
military once again into a position of  real 
power in the country ."  

A secret clause of the agreement to  
rejoin NATO is reportedly the activation 
of a 1 966 British proposal for the estab
lishment of a Mediterranean naval task 
force for coordinated NATO operations 
in the region.  

Having pulled out of  NATO's mi li
tary branch in 1 974 in protest of the 
all iance's role in the Cyprus crisis ,  the 
government of Greece had charted an 
increasingly independent course. 
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According to well-i n formed Greek 
sources , NATO commander Gen. Ber
nard Rogers, helped along by Chairman 
of  the Joint Chiefs Gen . David Jones, 
U .S .  ambassador to Athens M cCloskey, 
and a host of  other top NATO and U .S .  
officials, descended on Greece to  b lack
mail Athens into submission .  The main 
weapon used was the threat that the Per
sian Gulf crisis would erupt into a larger 
war, in which Greece would find  itself 
defenseless in  the face of  the Soviet 
Union . Helping to put the screws on the 
Greek government were the top echelons 
of the Greek mi litary .  

French 'Boy Scout ' 
announces candidacy 

A French favorite of  Zbigniew Brzezin
ski ,  Socialist Michel Rocard, has de
clared his candidacy for the April 1 98 1  
presidential elections.  Perennial Socialist 
candidate Franc;:ois Mitterrand has not 
yet declared whether he wil l  run . 

From a Gaullist point of view, "al l  
the forces, left and right,  who want the 
disintegration of  the French n ation are 
behind Rocard," commented a well- in
formed source from French president 
Giscard' s  electoral team. The only way, 
the source added, that Rocard could win 
the elections would be if  the international 
situation further deteriorated , combined 
with terrorist operations at home. 

These sources are delighted that Ro
card declared so early, because addition
al weeks of  campaigning can only de
stroy what little credibility he has with 
the French popUlation, they believe. 
"This French Jimmy Carter has the men
tality of a Boy Scout-he wants to please 
everybody, his identity is as weak as that 
of  an 1 8-year-old .  He hates al l  forms of  
power, al l  forms of responsibi lity . He 
even hates his own potential power. He 
wants to organize debates on everything; 
i f  there occurred a situation where the 
use of  atomic weapons had to be decided, 
he would take three months to organize 
a referendum ."  

Briefly 
• PHILIPPINES defense minis
ter Juan Ponce Enrile accused the 
U . S .  government in a nationwide 
television interview in  Manila on 
Oct. 10 of harboring terrorists re
sponsible for recent indiscriminate 
bombings in Manila .  Washington 
has thus far refused to extradite the 
suspects . 

• THE SANDINISTAS may 
have joined Fidel Castro in  en
dorsing Carter's reelection.  The 
Oct. 23 Wall Street Journal de
nounced the administration for al
lowing Castro a free hand in the 
Caribbean , and charged editorial
ly that the administration has sup
pressed information about Sandi
nista activity in  Latin America be
cause the $75 mil l ion aid package 
granted to N icaragua last week 
depended on certification by Car
ter that no such activity was occur
ring. The Journal also charges 
Carter with suppressi ng intelli
gence reports on  Cuban maneu
vers abroad .  

• M UAMMAR QADDAFI this 
week called upon Musl im pilgrims  
making the  annual pilgrimage to 
Mecca to rise up and overthrow 
the royal family of  Saudi Arabia .  
Since the beginning of  the Iran
I raq war, Qaddafi has repeatedly 
waged a verbal assault on the Sau
dis because of  thei r quiet support 
for I raq.  Libya has been a close 
ally of the Ayato llah Khomeini 
and has been supplying I ran with 
arms .  Because of the threats to 
internal security, the Saudi regime 
has tried to cut short the pilgrim
age this month.  

• ARGENTINE i ndustrial and 
agricultural organizations met 
Oct. 1 8  to issue an declaration that 
Friedmanite economic policies 
must be halted before their enter
prises go under. Representatives 
of 376 groups demanded debt re
lief for stricken producers, reduc
tions in tax pressure, cuts in non
productive government spending, 
restored trade protection  for in
dustry, and the upvaluation of the 
peso to its m arket value. 
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Henry Kissinger 
as a novelist 
by Lyndon H. LaRouche, Jr. , Contributing Editor 

The White House Years 
by Henry A.  Kissinger . 
Little, Brown, Boston , 1 980 . 

Without doubt, the first volume of Henry A. Kissinger's 
The White House Years i s  the biggest piece of fiction 
( 1 ,476 pages) since before the last World War-when 
A nthony A dverse titillated the prurient i nterest of bored 
housewives. 

The story concerns the putative hero (Kissinger) who 
has been retained as something like assistant sales man
ager of something with an unsavory sort of l ikeness to a 
used-car lot (the White House). According to the pages 
of  this particular roman a clef, the premises are owned by 
a bumbling, highly suggestib le proprietor ( Richard M .  
Nixon).  After approximately 1 8  months, the assistant 
sales manager has reduced the sales manager ( Secretary 
of  State Will iam Rogers) to a frustrated figurehead. 
From that time onward, the lowly assistant sales man
ager p lays Svengali to Nixon's  perform ance of Trilby .  In 
the end, according to the story, the lowly assistant sales 
manager has taken over control of the world. 

Apart from a distorted sort of shadowy reflection of 
the sequence of scenes performed by the N ixon admini
stration, the only important fact surviving the steady 
accumulation of distortions and outright lies i s  conclu
sive evidence that Kissinger is among the more unwhole
some political celebrities of the recent three decades. 
Kissinger follows intimately behind the notorious Roy 
Cohn.  
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Granted , this writer was not sufficiently privy to all 
of the matters alluded to in  Kissinger's  text . Nonetheless, 
this writer has been privy to some first-class thorough 
research on many of these matters, accomplished under 
the direction of Costas Kalimtgis .  The conclusions 
reached were cross-checked independently with a num
ber of leading figures of the Nixon administration,  as 
well as with persons involved in  sponsori ng Kissinger's 
rise from postwar rank of Pfc .  jeep driver with the 
Oberammergau team . Enough is known in these and 
other ways to report that Kissinger lies wildly on numer
ous of the most significant items featured in his account. 

Instructive is the manner in  which Kissinger skids 
over the circumstances of his expulsion from the circles 
o f the Kennedy administration .  Clearly , the book attests, 
vindictive Henry has not forgiven McGeorge Bundy for 
the latter 's part in that affair .  His "sibl ing rivalry" hatred 
against the Wil l iam Rogers whom Nelson Rockefeller 
described publicly as "my lawyer" shows through in  all 
the oedipal evil typical of Kissinger's " shopping" of 
friends and friends of friends in  the course of his career. 

The account of the pre-inauguration shaping of the 
new National Security Counci l  team is bereft of the 
relevant facts of that process . His account of his role in 
Middle East pol icy is  monstrously wanting in candor. 
According to best information from relevant sources, his 
account of Egypt's  turn away from Moscow toward 
Washington is singularly lacking in  reference to the 
crucial facts .  

The kindest perm issible euphemism for the text as a 
whole is that it is a delphic distortion clearly intended to 
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The memoiris t .  'a live-and-dime Toynbee. · �'ith William 
Buckley. 

promote a myth . 
I t  would be impossible to endure reading the text if 

one l im ited one's attent ion to the succession of lies and 
gross distort ions l i sted page after page. Something can 
be gai ned even from such diarrhea of  l ies as that .  As  o ne 
might say of the babblings of a schizophrenic ,  it i s  
possible to ignore the al leged facts, and to adduce pat
terns which may be useful cl in ical  i nterest . 

An abomination 
Two paragraphs, on pages 40 and 4 1  of the text 

respecti vely, give insight into the Svenga l i -and-Tri lby 
relationship K issi nger describes between h imself and 
President R ichard M .  N ixon .  "To be helpful to the 
Pres ident, the mach inery for making decis ions must 
therefore meet several criter ia .  I t  must be compatib le 
with his  personal i ty and style . I t  m ust lead to act ion ;  
desul tory ta lk  wi thout  operational content produces 
paralysis .  A bove al l ,  it must be sen sit ive to the psycho
logical re lati onship between the Pres ident and his close 
advisers: it m ust enable the Presi dent ' s  associates to 
strengthen his self: conJidence and yet give him real 

choices. to supply perspective and yet not turn every 
issue in to a test of  wi l l s .  It must give scope for genuine 

presidential discretion without prom oti ng the megalo
mania that often devel ops in posit ions where one en
counters few equals .  At  the same t ime, it" every single 

decision is funneled into the President 's oJJice. he will lose 
the benefit of technical competence and accumulated 
experience of the permanent ojJicials . Permitting the 
President to make a real choice seemed to me essent ia l ,  
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not on ly to establish genuine presidential authority but 
also to enhance his  leadership by giving him the self

assurance that comes from knowing that he had consid

ered all the valid alternatives. Putting before the President 
the fullest range of choices and their likely consequences 

was indeed the main job of the National Security A dvis

er . . . .  [emphas is  added] . 
I n  h is own words,  Kissinger's definition of his duties 

was to  isolate the poor d upe Nixon as m uch as possible 
from direct contact with the real world, and to supply 
him instead an artificial selection of  predetermined and 
predigested "choices ."  This gave the poor dupe in the 
Oval Office the illusion that he  was act ing in fact as 
President.  That pol icy, implicit in the cited paragraphs, 
permeates the book as a whole .  

The same evil subversion of  constitutional  govern
ment  is m ore conspicuous in a President whose intellec
tual and moral qual ities have been vastly inferior to 
those of Richard M .  Nixon . The manipulation of 
choices, fi l tered through the contro lled psychological 
environment managed by a none-too-mental ly-stable 
Zbigniew Brzezi nski ,  is the hal lmark of the manner in  
w hich every pol icy decis ion of  the Carter administration 
has been p laced in  the "im age-conscious" mouth of the 
poor dupe Carter. 

Stepping outside Kissinger's distorted text for a 
moment,  let us consider the way in which Kissinger 
actual ly fi nal ly succeeded in placing the dagger between 
the shoulderblades of Secretary of State William Rog
ers: the Jordan " B lack September" affair .  

The real job was not done by Kissinger, but by the 
Bri t i sh Secret I n tell igence Service's Arab Bureau. Kis
singer's essential  role in this was that of a stage figure, 
waving around telex transmissions from London.  S IS  
did the  work ,  launching an orchestrated bloodbath in 
the M iddle East, chiefly for the p urpose of  destroying 
R ogers's influence and upgrading that of  London's 
choice, Kissinger . 

Kissi nger, playing upon N ixon's " Soviet" profile, 
informed the poor dupe in the Oval Office that Moscow 
was about to create a fa ll ing-dominoes operation in the 
Middle East,  capturing Middle East oil, and thus bring
ing Western Europe to Moscow's submission . 

R ogers deprecated such a Moscow-directed opera
t ion ,  w hich was sound judgment on his part. However, 
Rogers overlooked the fact that i t was British S I S's 
Arab Bureau which possessed the assets needed to 
create a si tuat ion  closely resembling the scenario Kissin
ger had outl ined.  When Brit ish S I S  not on ly orchestrat
ed an actual provocation  and counteraction  in Jordan, 
and then caused a Syrian-sponsored Palestinian ar
mored unit to deploy menacingly (without Syrian air 
cover ! ) , Nixon bought the scam.  Rogers was down and 
K issi nger was up.  

N ational  57  



The same general arrangements governed Kissin
ger's al legedly greatest feat-bringing Egypt from Mos
cow's into Washington's embrace. The insider's account 
is that British SIS used assets in the Kremlin to force 
through the Pol itburo a laundry list of humiliating 
"test" demands upon the Egyptian government-re
portedly over the strongest objections of  the Soviet 
Military Advisory Committee .  The enraged and fright
ened Egyptians plunged into Washington's  embrace. 

Th� ruining of the presidency would not have been 
possible had K issinger not succeeded, from the outset, 
in downgrading the Central Intelligence Agency, and 
bringing it increasingly under his control from the 
NSC. Neutralizing Rogers , cutting back on the Joint 
Chiefs o f  Staff' s access to the Pres i dent ,  and also 
boxing in  the CIA,  Henry accomplished an encirclement 
of the Oval Office which would be completed later, 
when Kissinger's last serious opposition,  John M itchell, 
was moved out of the Attorney General 's  office into the 
CREEP organization Kissinger had already set up for 
the "Watergate" drop. 

Whatever the defects of Presidents and administra
tions prior to Ford' s ,  the Kissinger operation at the 
NSC created an abomination which destroyed in  prac
tice the intent of the Constitution respecting the presi
dency, and which position Kissinger and others used to 
set up Nixon for "Watergate ."  The signi ficance of 
"Watergate" i s  not merely the evil manipulation of 
Nixon by Kissinger et al . The significance is that, until 
we reverse this sabotage, the proper functioning of  the 
presidency was neutralized, and the constituency organ
ization system of ordering of m ajor  pol itical parties has 
been made a shambles through operations deployed 
under the auspices of "Watergate. "  

Kissinger the historian 
Kissinger, l ike any successful sort of crooked used

car salesman, is not a person of communicative insight 
into substance, but a peddler of  empty, if suggestive, 
mere vulgar sentimental ities . Put more simply, Kissin
ger as an historian i s  a bag of unwholesome wind.  I n  
the main ,  that i s  the character o f  a scant two pages (pp . 
54-55)  devoted to "An Historian' s  Perspective ."  It is all , 
in the broader con notations of  that term , huckster's 
pornography-like the professional pose of a fraud 
passing successfully as an "intellectual" at a l iberal arts 
faculty cocktail party . 

Underneath, Kissinger does have a certain  sort of 
h istorical-phi losophical  outlook .  His  purported insights 
into Castlereagh, Canning, Metternich, and Bismarck 
have no particular merit as  h istoriography, but they do 
reflect Kissinger's control l ing masturbational self
image and world-outl ook .  

We point to  selections from the fina l  paragraph of  
the cited brief section of  Chapter I I I .  
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" History knows no resting place and no plateaus. 
Al l  societies of which h istory informs us went through 
periods of  decline, most of  them eventually collapsed. 
. . .  The [statesman] . . .  may know that history i s  the 
foe of  permanence; but no leader is  entitled to resigna
tion .  He owes i t  to his people to strive, to create, and to 
resist decay that besets all human institutions ."  

In  the  m ain ,  those sentences are  l ike  the  rest of  the 
same section: mere pseudo-intellectual fustian .  They are 
the gobbledygook of a classroom fraud who is attempt
ing to spew out sufficiently obfuscating, meaningless 
prose to suggest to the teacher that he might have 
glanced at the textbooks assigned . 

Yet, between the cracks in that mass of isolated 
inflated, ignorant, sentimental phrase-mongering, a 
smell of  the real Kissinger seeps out. It is a most 
unwholesome stench: Kissinger is ,  to the extent he is 
anything at all within, a M anichean,  a five-and-dime 
Arnold Toynbee. 

For a Kissinger, the United 
States has no purpose, except 
to continue existing at 
Kissinger 's convenience, 
holding as much power as it 
can manage even while 
sliding toward doom. 

Here we see reflected the essential reason why Kis
singer's world-outlook i s  so consistently lacking in 
rudiments of morality .  He views himself, like Metter
nich,  as the chosen instrumentality of a culture in decay, 
and his role as that of  forestal ling as long as possible 
the doom intrinsic to a culture he views as one with 
neither future n or moral purpose. 

Kissinger's reflected self- image is of a man who has 
lost conviction in  his moral fitness to survive, but who 
i s  determined nonetheless to survive as long as possi
ble-by whatever means. For him , truth is the enemy.  
Truth, he senses, is  that which reveals his lack of self
perceived moral fitness to survive. To survive, he must 
defeat truth .  He must cheat history, by any chicanery 
which serves that purpose at each "here" and " now" of 
his immoral existence. 

For a Kissinger , the U nited States has no purpose, 
except to continue existing at Kissinger's convenience, 
holding as m uch power as i t  can manage even while 
sl iding toward doom. The essential thing for him is  not 
the survival of the United States , but the continued 
rear-guard hegemony of the crowd behind the scenes , 
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which created H enry Kissinger from a wretched and 
obscure Pfc .  j eep driver back at the close of the last 
World War. He is merely a hired gun, whose loyalty to 
his master continues for just as long as his master is 
able to provide hired assassins and kindred types with 
wealth and prestige for services rendered. 

Into fresh air 
Contrary to Henry Kissinger, the United States is 

not objectively doomed to decay and expire. The pur
pose and direction which Benjamin Franklin and his co
sponsors embedded in the original federal Constitution 
and the design of  Alexander H amilton's A merican 
System is fully as viable, and more urgently needed in 
the world today, than nearly two hundred years ago . 

The United Staes was created by an international 
conspiracy, one which l inked the heirs of the English 
Commonwealth Party, of Jean-Bapti ste Colbert, and of 
Gottfried Wilhelm Leibniz into a combined force com
mitted to bringing about a new republic, dedicated to 
scientific and technological progress, and to the devel
opment and realization of the creative powers of the 
individual . The European supporters of this conspiracy 
made establishment of the U nited States a strategic 
possibility, but not as an act of  charity toward the 
oppressed people of a British colony . They did so to 
create a republic whose example and development 
would foster the extension of the same ordering of 
nations into Europe, and into the world more general ly .  

This crisis-weary, hungry, frightened world today 
urgently needs the establishment of a new, gold-reserve
based world monetary order, to replace the shambles of 
the bankrupt Bretton Woods System . That new world 
monetary order m ust be premised on the principles of 
the American System , as those principles were articulat
ed by the first George Washington administration .  

It is our  proper purpose, and self-interest, to rededi
cate ourselves to those principles of  the A merican 
System , and not only to contribute to creating a world 
monetary order modeled o n  that American System, but 
to foster by that means the development of stable, 
durable sovereign national republics, enjoying scientific  
progress, technological progress, and the develop ment 
of the individual, as our forefathers secured that heri
tage for their posterity-if the posterity did not waste it .  

That is  the historical purpose and hope for security 
of the United States, a purpose more viable today than 
ever before .  

I f  we seem t o  be i n  a process of  decay, especially 
since the time of Henry Kissinger first moved i nto the 
White Ho use, this decadence, economic rot, and moral 
rot are not intrinsic to the American System . The rot is  
the consequence of submitting our national institutions 
to manipulation by such al ien "Typhoid M arys" of 
immorality and decadence as Henry Kissinger. 
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Science & Technology 

Teller, Bethe call 
for fusion hybrid 
by Vin Berg 

Dr. Edward Teller and Dr.  Hans Bethe, two world
famous American physicists , now say that fusion-fission 
hybrid reactors can and should be developed by the 
United States within \0 years. The specialized system has 
long been under discussion among nuclear scientists, and 
it  is  now clear that the hybrid should be "elevated to the 
dignity of  a project, " according to Dr.  Teller . 

Speaking in separate interviews and speeches over the 
past two weeks,  both men asserted that no significant 
technical obstacles exist to the hybrid system.  Such a 
reactor would combine elements of  existing nuclear tech
nology with emerging fusion energy systems.  

I f  accomplished, the hybrid would provide abundant 
fuel for existing nuclear reactors, and scientists will have 
gained engineering experience that could prove invalua
ble i n  the development of  p ure fusion systems during the 
decade of the 1 990s. 

Technical and political aspects 
The two scientists called for the hybrid's develop

ment a few days after the enactment of Congo Mike 
McCormack's  M agneti c  Fusion Energy Act of 1 980, 
which commits the United States to develop a commer
cially viable pure fusion reactor by the year 2000. 
Fusion is the power source of the sun, in which the 
n uclei of  atoms fuse under conditions of very high 
temperature and density, producing new elements and 
giving off enormous amoun ts of energy . In pure fusion 
systems n ow under development, the fuel would come 
from ordinary water and other common elements like 
l ith ium.  

Although Teller and Bethe were extremely optimistic 
about the fusion-fission hybrid from a scientific and 
technical standpoint,  Dr .  Teller b luntly qualified his 
remarks from a political standpoint: if the Carter ad
ministration i s  returned to office thi s  November, he 
stated, the hybrid wil l  probably never be developed. 

The urgent need for such a technology results from 
the limited m agnitude of world uranium resources . 
Light water reactors of the type that m ake up the 
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nuclear power industry in  the United States depend on 
a rare isotope of urani um, U-235 ,  which could be 
exhausted by the turn of the century. I n  fact, such fuel 
supplies could run out even sooner, if  nuclear power is 
applied at the rate energy needs require .  

Scientists have lo ng known of two solutions to  the 
U-235 problem . One is the fast breeder reactor, a more 
advanced form of nuclear fission reactor,  with the 
special advantage that it not only generates electricity 
like existing light water reactors, b ut would actually 
create or "breed" more new fissionable material than it 
burns up in the course of  its operation .  In this way, the 
breeder reactor "recycles" and extends the l ifetime of 
uranium-based nuclear fuel . 

Such breeder reactors are under intensive develop
ment in many nations,  led by France and including the 
Soviet Union and Great Britain .  But since April 1 977 ,  
a l l  development of the fast breeder in the  U nited States 
has been haIted by order of Presi dent Carter .  

The hybrid 
A second solution to the shortage of uranium is the 

fusion-fission hybrid system , of the sort Tel ler and 
Bethe have now called for .  Such hybrid systems co uld 
produce electricity or  serve simply as "fuel factories . "  

In the "fuel factory" concept, the fusion-fission 
hybrid would utilize fusion reactions between isotopes 
of hydrogen to generate nuclear fuel for fission reactors. 
Although hybrid reactors that would generate electricity 
are also on the drawing boards, Bethe and Teller argue 
that the surest near-term goal should be the develop
ment of a "fuel factory" hybrid. 

"The fusion-fission hybrid has been discussed in the 
last couple of years with i ncreasing frequency ,  but it has 
not yet been elevated to the dignity of a project ,"  Dr .  
Teller to ld  an interviewer from A viation Week maga
zine, which published his rem arks in its Oct. 1 3  edition . 
" I t  could be realized in 1 0  years i n  an economical 
fashion, using elements which are practically in hand 
today. 

"The hybrid will  not produce sizable amounts of  
electrical power,"  he continued, "but instead wil l  pro
duce fuel  for certain types of nuclear reactors that in 
turn generate power . "  

Dr .  Hans Bethe, speaking a t  a col loquium of scien
tists from Sandia N ational Laboratories in N ew Mexi
co, stated that the fusion-fission hybrid co uld provide 
enough new fuel for nuclear fission reactors to ensure 
energy for hundreds of years to come. 

Developi ng a fusio n-fission hybrid reactor to gener
ate electricity directly could pose problems,  Bethe indi
cated, but far fewer problems are present if the system is 
restricted to only one function,  breeding fuel for fission 
reactors . "Any electricity generated by the hybrid itself 
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would be a secondary consideration ."  
The "fuel factory" he describes involves surrounding 

a fusion reactor with "blan kets" of  uranium-238 or 
thorium-232 ,  both com mon isotopes, but useless as fuel .  
Their i nteraction with the high-energy neutrons gener
ated by fusion reactions, however , would produce fis
sionable byproducts, either U-233 ,  a uranium isotope 
that does not occur naturally, or p lutonium-239, to fuel 
conventional reactors .  

The engi neering for such a hybrid would be "rela
tively simple ,"  Bethe added . If it were coupled with the 
best in advanced reactor technology, like high temper
ature gas-cooled reactors or heavy water reactors l ike 
those now in use in Canada, electricity could be pro
duced for as little as 2 cents per k i lowatt-hour.  Electric
ity produced from oil as fuel at present costs 6 cents per 
ki lowatt-hour just for the fuel . 

A step toward fusion 
Dr. Teller reiterated his call fo r quick development 

of  a fusion-fission hybrid in  an interview last week with 
the Swedis h  m agazine Energi. published by the FKU 
(the  Association for N uclear Energy and Development), 
a frequent col laborator with the U . S .  Fusion Energy 
Foundation .  He emphasized that such a project would 
not only mean a near-term solution to energy shortages, 
but significantly contribute to the realization of pure 
fusion power. 

" F usion energy i s  the most exciting possiblity ,"  he 
stated, "and $20 bi l l ion for 20 years is approximately 
the amount that is  needed to m ake it practical . "  The 
drafters of the McCormack fusion bi l l ,  signed into law 
Oct .  7, gave those figures as a reasonable estimate of 
the time and cost required. 

"I have said from 1 950 onward," Teller continued, 
"that we can have fusion by the year 2000 . And I stil l  
say that . The McCormack bil l may m ake it possib le ;  
$20  bi l l ion over 20 years i s  enough . . . .  

" B ut we. already have a plan which I think we can 
com plete in 10 years and which is  much more certain of 
being accomplished, and that i s  the fusion-fission hy
brid.  

"Y ou start inside a long pipe with fusion,  surround 
it with uranium . . .  you get more energy and more 
neutrons .  Slow down the neutrons .  A ltogether you' l l  
probably get no net energy , just enough to keep the 
machine running and very l itt le extra.  But you can 
make fuel for reactors, fi ssion reactors, cheaply,  and 
enough for the whole world for thousands of years . "  

That, he  emphasized, is  on ly  one  reason for devel
oping the hybrid . 

"At the same time, if we bui ld these hybrids ,  we wil l  
run into some of the engineering problems for the pure 
fusion reactor, and we can learn whether and how we 
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Thisfusion�/ission hybrid reactor design incorporates the experimentally successful 'baseball ' magnet . 

can make cheap fusion reactors. So,  the hybrid has a 
double purpose. I t  is a source of fuel for fission reactors, 
and i t  is practice, experience, for fusion reactors: prac
tice in building economical reactors which does not 
need more government money to feed it . "  

The Carter problem 
Teller, however, plainly feared that President Carter 

would treat such a project in the same way he has 
treated the fast breeder program, no  m atter what the 
scientific merits of  the proposal . "There has been a lot 
of discussion,"  he stated, "but the nuclear engineer in 
the White H ouse does not want to hear of  anything in  
which the  word 'fission' occurs.  Perhaps in a few weeks, 
we can begin these plants, i f  we have a new President . 
Otherwise, I hope the Swedes , or the Japanese, or 
someone else will do it . "  

International cooperation 
Tel ler's Swedish interviewer asked him about the 

feasibility of cooperation between the U nited States and 
the Soviet Union.  "Y ou know," he replied, " the fusion 
project, when it was first introduced, was secret .  I 
argued and I fought for seven years to make it open . . . .  
Since that time, there has been worldwide cooperation 
on fusion,  and the cooperation is honest. 

"When the Soviets and we are working together on 
space ,"  he continued, "I don't believe that the Soviets 
tell us everything they know. You find out whether they 
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tell you everything from internal  consistency. In  the 
fusion field, however, we have real cooperation, good 
cooperation.  What the Soviets say is true. M uch of what 
the Soviets say is also new. And there is cooperation 
with Germ any .  We are talking with the Japanese. Of  
course, we  are talking with the  British and  the  French.  
There is worldwide cooperation and that i s  as it should 
be ." 

The military question 
In his earlier A viation Week interview, Teller situated 

his call for development of fusion and a fusion-fission 
hybrid in the context of the decline in U . S .  mi l itary 
capabil ities .  " People talk about an arms race, and I 
think that designation is mistaken ,"  he said .  "An arms 
race means that we try to build more and more of the 
same. The Soviet Union has won the arms race . They 
are ahead of us quantitatively . . . .  The Soviet Union is  
probably ahead of us qualitatively as wel l  as quantita
tively .  This is hard to believe because it is obviously not 
true in  their civi l ian economy. " 

Tel ler described fusion research as the cutting edge 
of a program to reverse America's strategic inferiority . 
The United States, he said, needs "research and more 
research . The one thing which one cannot confidently 
describe is the detai led goals of that research . Even to 
find the right goals requires a lot of ingenuity . "  

O n e  goal ,  he indicated, was clear a n d  easy t o  specify: 
the fusion-fission hybrid " fuel factory . "  
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National News 

Washington Post launches 
Mineworkers frame-up 
A front-page, five-part series in last 
week's Washington Post i s  paving the 
way for a planned Justice Department 
frame-up against the United Minework
ers Union (UMW) and its conservative 
political allies, focusing on  the U M W
owned National Ban k of Washington . 
For the last month rumors have circulat
ed throughout Justice and investigative
reporter networks that the DOJ's  " Proj
ect Leviticus" i s  preparing a mammoth 
assault against the U M W  and the Na
tional Bank of Washington for suppos
edly dubious loans. " Project Leviticus" 
is identical in method and purpose to the 
ongoing assaults against the Teamsters. 

The bank in  question is the third larg
est bank in Washington ,  D .C .  Its largest 
stockholder is the U M W .  The Post's at
tack comes as the oil  m ultinationals are 
attempting to wipe out the nation's  in
dependent coal  operators and consoli
date their control over U . S. energy sup
plies. 

Trilateral director sees 
Carter-Soviet deal 
George Franklin, executive director of 
the Trilateral Commission, told a report
er this week that he i s  "absolutely cer
tain" that Leonid Brezhnev i s  working 
for the reelection of  Jimmy Carter. 

Frankl in ,  himself a Carter supporter, 
said that his "circle of  friends" has been 
talking about the Soviet desire to ensure 
Carter a victory . " I t  makes perfect sense 
to me. The Soviets are being smart. They 
know what they have in Carter; they 
know they can bargain with him ."  
Franklin noted that i n  the current Per
sian Gulf crisis, the Soviets could topple 
Carter "any time they want" by "calling 
Carter's bluffs ." I nstead, the Soviets 
have been extremely cautious .  "The word 
is that the U .S .  has a wide berth to oper
ate in, provided they don't go beyond 
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certain l imits .  It m akes Carter look 
good." 

Frankl in said Carter wil l  not attempt 
a major mil itary i ntervention into the 
Middle East before the election, because 
of his campaign image as "a  man of 
peace" and his desire to keep the Soviets 
"in the game." He says Tri lateral Com
mission members are "pretty evenly di
vided" on the presidential race. " Some 
people feel Carter will do a better job, 
others feel George B ush would be a bet
ter President ."  Reminded that Bush is 
only the vice-presidential candidate, 
Franklin repl ied, "I know, that ' s  the 
problem ." 

M essage to Arrupe 
on antidrug effort 
EIR Contributing Editor Lyndon La
Rouche issued a statement Oct . 1 6  titled 
"The Cultural Basis For Drug Suscepti
bil ity": "Yesterday, I was pleasantly sur
prised to hear reports of statements on 
the growing drug problem by Father 
General of  the Society of  Jesus, Pedro 
Arrupe. Speaking at the Synod of Bish
ops in Rome on Oct. 1 5 , Father General 
Arrupe echoed the \\ arnings of the U . S .  
National Anti-Drug Coalition .  He 
warned of the  financial interests behind 
the growing international drug traffic, 
and of  the need to attack the spread of  
drug culture, in calling for a Catholic 
organization to mobilize its forces 
against the evil of drugs . . . .  

" I  would prefer that Catholics con
tinue to fight with the efforts of  the Anti
Drug Coalitions in various countries, so 
that the efforts might be m ade ecumeni
cal with respect to both religious and 
secular forces, and thus more effective. 
However, the creation of a distinct Cath
olic organization is useful, if it  is created 
and developed in addition to participa
tion in more ecumenical efforts . . . .  

"There are two key points no anti
drug effort should omit. First, as the 
results of  the Carter administration 's  
softness on drugs has  shown,  the effort 
must be explicitly political, and m ust be 
targeted by name on the enemy forces of  
the drug lobbies as wel l  as the politically 

powerful financier interests which have 
continued to coordinate the international 
drug traffic since the British East India 
Company. Secondly, the effort must ex
pose as variously incompetent or l iars 
those who attempt to attribute the drug 
problem to the consequences of ' industri
al society' . . . .  

" Drug addiction is  not a sociological 
phenomenon of ' industrial society . '  Its 
potential was cultivated by powerful ,  in
fluential agencies, and the problem was 
created as the international drug traffick
ers deployed networks of  drug pushers at 
rock concerts and other locations to con
vert that potential into actual drug add
iction .  

"We are faced with four categorical 
tasks: 1 )  use of law enforcement and 
intelligence operations, with full support 
of courts and legislatures , to detect and 
d.;:stroy every arm of  the international 
drug traffic, and to enforce the principle 
of law enforcement that the individual 
who uses drugs is spreading an epidemic 
against the essential fabric of society; 2) 
education to bring hatred against the evil 
of  rock-pornography and related exis
tentialist poisons as catalysts for spread 
of drug addiction;  3 )  medical therapy for 
the drug victim,  but excluding the intro
duction ofTavistockian techniques in  the 
misused name of ' therapy' ;  4) re-estab
lishment of true education in 
schools . . . .  " 

Attack against Abscam 
begins on East Coast 
M ichael Myers, expelled from Congress 
on Abscam charges, held a rebound elec
toral rally this week for Philadelphia 
Democratic committeemen and activists .  
Myers ripped the J ustice Department's 
entrapment operations,  stating: "I 'm not 
running for reelection j ust to get back j']  
Congress; if the FBI  gets away with these 
frame-ups, no American citizen is  safe .  
Al l  constitutional rights are threatened. 
I t  is a travesty to see the FBI frame up 
innocent people while bank robbers, kid
nappers, and dope pushers go free."  The 
politically savvy audience cheered. 
Myers then repeated a standard call  to 
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• 

reelect the President, and everyone 
booed . 

In South Carolina, where Congo John 
Jenrette is under fire from Abscam, the 
local paper in his district carried ful l  
coverage of a press conference given by  
Committee Against Brilab and  Abscam 
spokesman Richard Leebove. "Al
though the committee does not endorse 
candidates we find it crucial to provide 
voting citizens with the research we have 
done on the dangers facing the nation if 
the Justice Department tactics against 
such fine individuals as John Jenrette are 
allowed to prevai l .  . . .  It was Jenrette's 
stated desire for economic development 
that caused the J ustice Department to set 
the trap for him in the first place ."  

In New England, the  prestigious Ro
man Catholic newspaper The Pilot car
ried an Oct. 22 editorial entitled "The 
Challenge of Corruption . "  The editorial 
stated: "The mere suggestion of  corrup
tion [these days] prompts investigation 
and charges . . . .  There is  no room, how
ever, for entrapment or i l legal devices for 
special defendants, while others go 
free. . . .  It is not difficult to imagine 
what the Communist witchhunts of a 
past era would have achieved if the inves
tigators had at hand the tools available 
today . . . .  [Blemishes] on  the body poli
tic should be removed without ki l l ing the 
apparatus that makes us people of  inde
pendence and integrity ." 

Carter draws support from 
Foggy Bottom veterans 
Ex-State Department officials held a 
press conference Oct. 20 to announce the 
formation of a " Former Diplomats for 
Carter-Mondale Committee," two weeks 
before the presidential election .  The 
group's statement, which defended Pres
ident Carter's attacks on Ronald Rea
gan, was endorsed by, among others, 
Cyrus Vance and Hodding Carter I I I ,  
who left the Carter administration last 
spring because they considered the abor
tive attempt to rescue the American hos
tages in I ran to be dangerous. Other 
members are Averel l Harriman, Clark 
Clifford, Andrew Young, Paul Warnke, 
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Sargent Shriver, and Patsy M ink ,  former 
assistant secretary of  state and now head 
of  the l iberal Americans for Democratic 
Action (A DA). 

International Herald 
Tribune found guilty 

A Paris court ruled Oct. 20 that the Inter
national Herald Tribune was guilty of 
libeling Lyndon H. LaRouche during his 
1 979-80 campaign seeking the Demo
cratic presidential nomination in  the 
United States . The Tribune, in October 
1 979, republished an article by Paul 
Montgomery and Howard Blum,  pub
lished in the New York Times a few days 
earlier. The Tribune is  jointly owned by 
the New York Times and Washington 
Post. 

The article charged that Mr. La
Rouche and his campaign organization 
were a violent, anti-Semitic cult .  The 
French court, after a ful l  evidentiary 
hearing, ruled that the International Her
ald Tribune had presented no proof what
soever of the charges they had published . 
The court further judged that the Tribune 
had made no effort to substantiate the 
information provided by its sources . This 
reckless disregard for truth, the court 
found, was particularly prejudicial be
cause it libeled Mr. LaRouche at a time 
when he was running for election to pub
lic office . 

Although truth is a complete defense 
in a charge of libel under French criminal  
l ibel law,  the Tribune presented no proof 
of any of i ts  charges, complained that 
French law was too stringent, and threat
ened to move its publishing plant out of 
France if  the court's decision was ad
verse. 

The court ruled that the Tribune wil l  
have to place advertisements reprinting 
the court judgment in  three national 
French daily newspapers as well as its 
own . I t  must also pay the legal costs for 
both sides and approximately $ 1 ,000 in  
damages . Observers remarked that  the 
judge's decision was very strong and the 
monetary damages extraordi narily high 
by French standards . 

Briefly 
• THE MAJORITY of  families 
of the American hostages current
ly being held in Iran do not sup
port President Carter's reelection, 
according to a poll conducted by 
the N ew York Post released Oct. 
2 1 .  Of 3 1  of the 52 hostage fami
lies, only six stil l  supported the 
President .  

• RONALD REAGAN, in an in
terview with the West German dai
ly Die Welt, commented that it 
would be very bad if  some day 
China used against the U .S .  the 
weapons the U . S .  had sold it .  He 
said he could understand why 
Schmidt and Giscard had met with 
Brezhnev this year, given Carter's 
uncertain policy, and called it a 
mistake for Carter to ban nuclear 
sales to Brazi l .  

• PETER MEYERS, chief coun
sel for the promarij uana NORM L 
said in an interview Oct. 1 6 : "Sen
ator Javits is probably our number 
one supporter on Capitol Hi l l . He 
has been a consistent strong sup
porter of marijuana reform, par
ticularly el iminating criminal pen
alties for minor marij uana offen
ses. Senator Javits has been great 
on marij uana.  Elizabeth H oltzman 
[ Democratic senatorial candidate 
for New York] has also been a 
consistent supporter of marij uana 
reform. Her positions have been 
excellent .  " 

• TEXAS HOUSE Speaker Bi l ly 
Clayton and A ustin  lawyer/ lob
byists Don Ray and Buck Wood 
were acquitted Oct. 22 of all counts 
of racketeering.  The defense estab
l ished that under Texas law, a cam
paign contribution is not "accept
ed" unless it  is  either reported or 
spent; Clayton maintained that he 
accepted the contribution with an 
intent to return it ,  as he had many 
other improper contri butions in  
the past. Pandemonium broke 
loose as the verdict was an
nounced , and every j uror shook 
Clayton's hand. The acquittal
the first in Brilab-may m ark the 
end of  federal stinger Joseph Hau
ser's career as a star witness. 
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Energy Insider by William Engdahl 

GAO report blasts Carter 

Let's get on with nuclear breeder development, a 

federal report proposes. 

The General Accounting Office, 
research arm of our nation's  legis
lative branch, has j ust released a 
sharp, new policy critique of the 
Carter administration's  nuclear fast 
breeder policy . The report, b luntly 
titled, " U . S .  Fast Breeder Reactor 
Program Needs Direction," has 
been read into the Congressional 
Record by Congo Mike McCor
mack (D-Wash . ) .  The study's con
clusions are being largely ignored 
by the national media and the ad
ministration .  I want to outline some 
major aspects of  this remarkable 
situation, aspects that have pro
found consequences. 

James Howard, one of the re
search coordinators of the Energy 
and Minerals Division of the GAO 
who prepared the study, is unusual
ly outspoken for a government offi
cial .  "It ' s  ludicrous," Howard told 
me. "Our fast breeder program was 
the world 's most expensive research 
project until 1 977 .  Then everything 
went into an about-face."  That was 
the year that newly inaugurated 
James Earl Carter, who had cam
paigned on his background as a 
former Navy nuclear engineer, as
tonished the world nuclear commu
nity by publicly endorsing the con
clusions of a Ford Foundation/ 
MITRE report, entitled " Nuclear 
Power: I ssues and Choices ."  Since 
that time, the Carter administration 
has made extraordinary efforts to 
ki l l  the U .  S .  fast breeder program, 
particularly the large test reactor 

64 N ational 

being built, the Clinch River Liquid 
Metal Fast Breeder Reactor-our 
most advanced effort at the time. 
The arguments used to j ustify this 
course were l ifted from the pages of 
the Ford/ M ITRE study. 

That report has been denounced 
by highly experienced nuclear ex
perts, some of whom had even been 
involved in  preparatory committee 
reports that led to the final report.  
One such authority, head of  re
search for one of our largest nuclear 
vendors, charged that the final con
clusions of the Ford study were a 
fraud, drafted by Aspen Institute 
strategist John Sawhill ,  and Harold 
Brown, then head of  California In
stitute of Technology, presently our  
Defense Secretary.  The final  Saw
hil l  report, which was given to the 
President, ignored expert industry 
input and fraudulently concluded 
that the breeder program should be 
delayed for at least the next three 
decades because it was not needed 
and would feed the danger of nucle
ar weapon proliferation  by encour
aging other nations  to pursue so
called plutonium technologies that 
could lead to n uclear weapons de
velopment. 

Howard pointed out that this 
Carter nonproliferation policy has 
been "the biggest b ust ever ." Three 
years later, the United States has 
ceased to be the world's m ajor sup
plier of nuclear fuel and technolo
gy, creating international distrust 
over its unreliability. This has led 

many countries to accelerate plans 
for developing indigenous full  fuel
cycle nuclear reactor capabil ity de
spite costs-precisely the result the 
Carter policy was ostensibly de
signed to prevent. Even the interna
tional study group formed several 
years ago at Carter's insi stence to 
study its recom mendations, the In
ternational N uclear Fuel-Cycle 
Evaluation,  pointed out the ab
surdity of Carter 's  policy. 

In  their February 1 980 report 
the authors estimated that econom
ical world uranium fuel reserves 
were sufficient only until 1 997 un
der present slow-growth nuclear 
fuel requirements, or until 1 992 
with a more vigorous expansion of 
nuclear power. 

The fast breeder and reprocess
ing of existing fuel are thus essential 
to ensure fuel beyond the turn of  the 
century. The Ford report and Car
ter 's  people claimed j ust the oppo
site. 

The GAO report points out 
that, despite Carter attempts, Con
gress has continued funding the 
Clinch River plant every year since 
1 97 7 .  They attack the administra
tion 's  conclusions  for being "based 
on uncertain data and not support
ed by the evidence ."  They point out 
that unanticipated events such as 
oi l  insecurity from the Pers ian Gulf 
"could increase the future demand 
for nuclear energy and the need for 
early commercialization of breeder 
reactors .  " 

The point that remains to be 
addressed is that the United States 
has a vital stake in aggressively pro
moting nuclear proliferation 
abroad as wel l  as  at home-some
thing Ike Eisenhower said very 
plainly during the "Atoms For 
Peace" offensive. Let' s get off the 
defensive, for once. 
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